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Reaching Across the Aisle of Your Private Jet Does Not Equal an Arms' Length Transaction 

United Development Funding (UDF) 

On December 14, 2015, United Development Funding (UDF) management filed a Form 8-K and press release with 

management's rambling response attempting to further lull investors with the old saw, "they just don't 

understand our business." Management has been misleading investors for years, and its response continues 

further down the path of deception. Not only were management's responses deceptive; in some cases, the 

responses were comical. Certain responses have already been debunked on the Harvest Exchange, posted 

subsequent to the filing of the Form 8-K. Other hollow responses will be discredited in this post and more will 

follow in the coming days, weeks and months. 

However, there was at least one material omission from management's responses-Deficiency Notes-that needs 

to be highlighted: 

Management failed to discuss the millions of dollars that insiders Jost on behalf of public shareholders. The UDF 

affiliated companies at issue are generally in the business of non-regulated, non-bank lending. Pre-financial crisis, 

the insiders issued loans from public entities (which they managed but DID NOT own) to their own private entities 

(which they not only managed but also owned). Management suffered tremendous losses on the loans issued to 

their own private entities and have been deceiving new unsuspecting investors regarding the reality of their 

"spectacular" track record ever since. The losses that resulted from poor investment decisions by management 

eight years ago are still shown as "assets" of the public company. Management calls them "deficiency notes" and 

"recourse obligations." In reality, these are just 1-0WE-YOUs that management has never repaid. 

Deficiency Notes - "The Check Is In The Mail", For The Last Eight Years 

UDF's management began deceiving its fund investors essentially from the beginning. United Mortgage Trust 

(UMT), a UDF affiliate with public shareholders and UDF-managed entity, provides the earliest example. Pre-dating 

the financial crisis, management caused UDF-managed entities to issue loans to insiders, including entities owned 

by Hollis Greenlaw and Todd Etter, CEO and Chairman respectively, and these insiders in turn loaned these funds 

to third-parties that turned out to not be creditworthy. When these loans went bad during and subsequent to 

the financial crisis, the insiders had to foreclose on the collateral which resulted in considerable realized losses to 

the insiders and their private entities. To date, these losses have never been recognized by UMT, the public entity. 

Historical losses by the insiders' private entities ($73 million in I-OWE-YO Us never recognized) and other loans to 

insiders ($80 million) in their entirety make up for a whopping $153 million, or 84% of UMT's assets. 

In an attempt to cover up these losses, management has issued to themselves opaque and official sounding 

instruments called unsecured deficiency notes and recourse obligations ("Deficiency Notes") in the amount of 

approximately $73 million bearing interest at a rate of 1.75% (apparently, insiders and management believe, 

despite the realized losses, that they are more creditworthy than the U.S. government). This balance remains 

unpaid and uncollected for the last 8 years following the financial crisis, despite the non-market interest rate of 

1.75%. Why has management not moved to collect on the $73 million Deficieny Note balance? The obvious answer 

is because Hollis Greenlaw and his insider friends would be forced to collect on themselves. Give up the private 

jets, country clubs, fancy cars and mansions? Nah, "We're Good." 

A Deficiency Note is effectively an IOU that management and insiders have not been able to repay. Here is how 

UMT describes them in its latest Form 10-Q for the quarter ended September 30, 2015: 

When principal and interest on an underlying loan is due in full, at maturity or otherwise, the 

corresponding obligation owed by the originating company to [UMT) is also due in full. If the 
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United Development Funding {UDF) 

borrower or [UMT} forecloses on property securing an underlying loan, or if [UMT] forecloses 

on property securing a purchased loan, and the proceeds f rom the sale are insufficient to pay 

the loan in full, the originating company has the option of (1) repaying the outstanding balance 

owed to [UMT] associated with the underlying loan or purchased loan, as the case may be, or (2) 

delivering to [UMT] an unsecured deficiency note in the amount of the deficiency. 

A Deficiency Note is better defined as a mulligan issued by management to itself. UMT Holdings (UMTH) is the 

management entity that ultimately owes a considerable amount of these Deficiency Notes to UDF-managed 

entities and is owned by 10 management insiders, including Hollis Greenlaw and Todd Etter who combine to own 

60% of UMTH. UMTH is the external manager of all four public UDF affiliated programs, and accordingly, UMTH's 

primary asset is the fee stream from UDF's public affiliates. Should investors in UDF lose faith in management and 

replace them, the external manager does not have any apparent means to repay the Deficiency Notes, which 

represent realized but never recognized (or collected) losses. If any reasonable, non-conflicted fiduciary were 

appointed to manage UMT, that fiduciary would move swiftly to demand payment and collect on the Deficiency 

Notes. 

Leading to further questions about management credibility, the interest rates on Deficiency Notes owed by Hollis 

Greenlaw and his management crew of insiders (1.75%) are significantly lower than the interest rates on 

Deficiency Notes owed by "non-related parties" (14.0%}. Does management pretend that insider Deficiency 

Notes which bear interest at a rate dramatically below a market rate are arms' length transactions? 

When losses are realized, (i) why is management rewarded with 1.75% interest loans (ii) why is there such a large 

disparity in rates between Deficiency Notes owed by insiders (Hollis Greenlaw and Todd Etter, et al.) and 

Deficiency Notes owed by "non-related" parties, (iii) why do UDF-managed entities not recognized the losses from 

its prior failures, and (iv) why would public shareholders of UDF-managed entities pay a "trust administration fee" 

to management as compensation to manage their historical losses? 

Collectively, insiders, including Hollis Greenlaw and Todd Etter, CEO and Chairman respectively, owe $153 million 

to public shareholders in the form of 1-0WE-YOUs and other loans. These obligations show up as "assets" of UDF­

managed entities and account for 84% of total UMT "assets." 
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Reaching Across the Aisle of Your Private Jet Does Not Equal an Arms' Length Transaction 

United Development Funding (UDF) 

WHILE A SMALL GROUP OF INSIDERS, INCLUDING CEO HOLLIS GREENLAW, OWE $73 

MILLION IN I-OWE-YOUS TO PUBLIC SHAREHOLDERS, WHY IS HE FLYING AROUND IN A 

PRIVATE JET? 

AND WHY HAS THE CEO OF UDF (HOLLIS GREENLAW) OWNED A PRIVATE JET WITH THE 

CEO OF UDF'S LARGEST BORROWER (MEHRDAD MOAYEDI)? THE RELATIONSHIP IS 

MUCH DEEPER ... 

AND APPEARS TO BE IN STARK CONTRAST TO UDF'S DISCLOSURE THAT THERE ARE 

NOT "ANY MATERIAL CONFLICTS OF INTEREST BETWEEN OUR EXECUTIVES AND OUR 

LARGEST GROUP OF RELATED BORROWERS OR ITS PRINCIPAL." 
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Other Management Responses Discredited 

Management's response disclosed for the first time that the largest borrower for UDF Ill, UDF IV, and UDF V is one 
and the same, Merhdad Moayedi and his affiliated entities doing business as Centurion American ("Centurion"). 

) Why was this information not disclosed previously? Management's response detailed exactly the contention 
made in the Harvest Exchange post (bttp: i ll_1vstt:!.V.JJQ.PJll,J:). However, rather than address the pertinent 
questions, management deceptively tried to make it seem like it had already disclosed to each shareholder group 
(UDF Ill, UDF IV and UDF V) that the largest borrower of each was also the largest borrower of all three companies. 
Management had never disclosed this at any time in UDF's history. Period. Should a shareholder of UDF IV be 

required to read UDF Ill and UDF V's financial disclosures in order to learn material omitted facts about the 

lending relationship between its largest borrower and its affiliates. Management did not address the 
consequences of this revelation: the existence of an inherent default risk across the funds associated with this 
concentration in a single borrower. 

) 

How does management justify the inherent default risk across the funds created by the lack of lending diversity? 
According to management, UDF "concentrate[s] [its] lending to seasoned and accomplished builders and 
developers. [U DF's] largest group of related borrowers represents one of the largest single-family developers in 
North Texas." Management would have investors believe that its largest borrower, Centurion, is a "seasoned 
and accomplished" developer. If so, why does a "seasoned and accomplished" developer borrow capital to 
finance residential development at 13% interest? Considering the $585 million of debt owed to UDF by 
Centurion/ Mehrdad Moayedi, UDF's largest individual borrower, this high interest rate results in approximately 
$75 million in contractually obligated annual interest expense. Actual, seasoned and accomplished developers 
in Dallas-Fort Worth (one of the hottest sub-markets in the country) finance developments with a combination 
of debt with interest rates below 5% and equity - equity which Centurion does not appear to have. 

Management asserts that the posts on Harvest Exchange "clearly demonstrate a lack of understanding of the 
residential development project life cycle." It appears that management demonstrates "a lack of understanding" 
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of the credit quality of real estate developers that borrower at 13% as a primary financing source. Mezzanine 

financing, while utilized in real estate, is rarely a primary source of project finance - except for UDF's largest 

borrower, Centurion, who happens to borrow at 13% mezzanine levels - as a primary source of project finance. 

Management acknowledges that Centurion does not actually pay cash interest in many cases, which helps 

explain how Centurion funds the 13% interest cost: "[m]ost of our loans allow for interest accrual, which causes 

the loan balance to increase. Some projects may start development right away[.]" Most loans accrue larger and 

larger balances. Management fails to address the consequence of this stutement. If it is accruing non-cash 

interest income on a material number of loans, how is it financing the distributions required in order to maintain 

its taxable status as a REIT related to that non-cash current income? Everybody understands the negative carry 

nature of real estate development and the concepts of interest reserves and non-cash interest accrual; UDF is 

recognizing non-cash income and having to fund distributions by sourcing new capital, given the income is by 

definition, not cash. Management fails to explain how the unit economics can possibly work given the significant 

time mismatch between income "earned" vs. cash interest generated. 

And how does management assess and justify the accrued balances of the loans? Well, management 

"evaluate[s] each loan and its underlying collateral or business purpose on a quarterly basis." See background on 

insider Deficiency Notes and management's accounting treatment thereof. Despite the poor track record, 

management defended the business model and its ability to accrue interest (and accurately mark) loans up to 

much larger and larger accrued balances. Management deceptively characterizes the practice of transferring 

loans with years of accrued interest from fund to fund and providing liquidity from one to another as the 

"advantage of investing in projects previously underwritten and actively monitored by UDF." Management omits 

any mention of the 10-15% in broker fees and origination fees in order for the "next UDF investors" to invest in 

"existing UDF loans," capital which was already subjected to the 10-15% in fees. Management further fails to 

explain how it could possibly justify the friction of incurring such high fees multiple times if a loan could really 

stand on its own and service itself. Hollis Greenlaw and his management crew prey on mom and pop investors 

by using the complexity of hundreds of entities to obscure the fact that they raise capital from new funds in 

order to pay off old funds. 

Unfortunately for UDF investors, there are a material number of instances in which management has used funds 

from the next fund to acquire "accrued-up"(i.e. UNPAID) louns from a prior fund, including cases in which loans 

issued by UDF to Centurion are collateralized by land that has never been developed (for years, not quarters). 

One example, Shahan Prairie, has already been made publicly available: (hUJl:1'/hvst.ro/tlOPYll>). This 

UNDEVELOPED land has been owned by Centurion and financed by various UDF funds for over 10 years. In their 

response, management did not refute this balance sheet paralyzing fact, but instead made the preposterious 

claim that it was all part of "the lifecycle of a single-family residential development, from land acquisition and 

development to the sale of finished lots to homebuilders." This claim is pure comedy- there is simply no 

development. As evidenced by the photographs from November 2015, Shahan Prairie continues to consist of 

undeveloped land and, by its own admission, has not generated any revenue in the past 10 years. 

Management provides no explanation {because it cannot) as to how it makes economic sense to finance this 

project at a 13% interest rate for 10 years without ever generating any income. No sane developer would 

seriously argue that a 10-year development life cycle for undeveloped land that has not generated any income -

all the while accruing interest at 13%- makes any sense whatsoever. Well, that's what UDF's management 

would have shareholders believe. The 10-year "life cycle" includes a lot of bobbing and weaving, about 

everything except roads, utilities, houses, people, and cash generated. Visit Shahan Prairie. See for yourself. 
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Shahan Prairie is just one example of many to come. Loans to Centurion regularly (i) do not generate any cash 

(principal or interest), (ii) are extended without any extension fees (try that one with a bank), and (iii) accrue 

larger and larger balances (year after year). All while the land remains undeveloped for years (some now 

approaching a decade). Are investors (and the authorities) really going to believe that loans that behave in 

this manner are arm's length? 

Management's so-called response includes a partial explanation that "[b]ecause extensions are a normal part of 

our business, we generally do not charge an extension fee." Extensions are also a normal part of bank lending. 

When a bank grants an extension, it typically does so for a fee. 

The old saying "if you owe the bank $100 that's your problem. If you owe the bank $100 million, that's the 

bank's problem" probably best sums up the relationship between UDF and Centurion. Shareholders (and the 

authorities) have to ask themselves whether loans to Centurion behave this way because they are, in fact, not 

arm's length transactions? Or is it because Centurion owes a mountain of debt to UDF ($585 million) that 

Centurion cannot repay? Or is it because Moayedi co-owned a private jet with UDF's CEO Hollis Greenlaw? Or is 

it because Moayedi and Greenlaw have other financial relationships? 

Stay tuned. Additional detail is in the appendix. 

MORE RESPONSES TO COME WHILE OTHER DETAILED RESPONSES TO MANAGEMENT CAN BE VIEWED AT: 

(h1t11:1!hv:.t.('"oL.!LQfXX1· / hlt-11:J Lhv1-l.t.'qb IQ021\N). 

To submit a tip to the SEC's Office of the Whistleblower: https:llww\11.s .. 'c.gov/about/offices/owb/owb­

tips.shtml. 

SEC Office of the Whistle blower 

100 F Street NE 

Mall Stop 5553 

Washington, DC 20549 

Fax: (703) 813-9322 
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APPENDIX I - DETAIL ON DEFICIENCY NOTES, RELATED PARTY 

The financial table included below is the balance sheet for UMT Holdings (UMTH) for the period ended 

December 31, 2014 which was attached as Exhibit 99.1 to UMT's Form 10-K for the period ended December 31, 

2014. The hole in UMTH's balance sheet is primarily due to the deficiency note owed to UMTH which is classified 

as "Notes payable - related parties". 
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Reachi ng Across the Aisle of Your Private Jet Does Not Equal an Arms' Length Transaction 

United Development Funding (UDF) 

Below is an organization chart that shows how UMTH fits into the complex web of affiliates. 
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Below is c1 disc losure from UDF IV's 10-K filed for the period ended December 31, 2014 that shows exactly who 

owns UMTH, notice the insiders. 

01 L1 M r S;,n·,c:cs �1\�s as the !,.eri;,ra.1 p;;,rtn�r �nd °''"" 0.1% ,�f th., limikd parlnerShlfl int�rests ,n l.lMT 
lloluing,;, LP. ("IIMT l[olLiinJ?s-·1. ·11,� mn;,iining 99 �-• 01· the l11nlltcd fKli1n�rsh1p int�resi..� m u .. n 
lloluin_gs are hdJ .:is follov,-:; JS uf Dtt�mbs_.r jl, 2014: �{r. En�r U0.00'%� Mr. C,t<!rnlaw f)0.01�-ol, 
Cr�ig A. Ptttit \5.00%t, Timt,1hy J. Kopikk� (4.84%� J,fo:hud K. Walson 0.-41%.� Chris-tine A. GrdTin 
(l-�5%}, CiirJ. D. Ob�!'\ (4.1!2%k Wllliam L Llme (1_06%.1, Ben L. l);'i�smk [1009�·•1 and M�hss.i II. 
Youngblood (4JU�'•t 
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Reaching Across the Aisle of Your Private Jet Does Not Equal an Arms' Length Transaction 

United Development Funding (UDF) 

Below is UMT's disclosure on what cl deficiency note clctucllly is: cl recllized loss. This disclosure is sourced from 

UMT's Form 10-Q for the quarter ended September 30, 2015: 

:Ci. Drfici�nr,· r\<11r,- Rd1.�d Pany 1100 �on Rdattd l'arty 

The Company has ma1k lrklfls in rhe m,rmal i::our� Olbusin.-s, lo !l!l;ued r,artits and rn1n-�lati,d part,,:,,;, the procct'.<l, from 
whiclt lt:1v� been us�d ro on�inate underl}'ing !o�r.Hhar an; pkdge-d lo the Compmy a- �a:unly for Sllc:lt ubii�atitm,. Wlten 
principal and inten-"1 on ,m undctiying il1an is Ju,; ,n full, at m3lu.ril)' or olhcrwi.sc, lhi: �orr�pondini; obltgalion u,�ed by 
\ht origiltiltir,� �umpan)· tu the Compan}' L$ also due in full lflhc b,;,m:,wer or the Company foredoscd on propert)· Sl!Curing 
an undec1)•ing loan, or iflhe Compan� lorKloscd on pror,t:rt) securing a purclt�d lfl3n, and th,; pro,:ecds from tit,; ,ale w� 
insufficient lo ]'.Ill� lhi!' loan 11\ fulf, 1h1: ori_ginaiing compan)' had the option of( Ii rep�ying tht oulstfllluing balance ,:i-H·Li 10 
the Cnmpi11'1)' .is�1cia1ed with th� undtrly in� loan �,r pwi::hased k,an, a$ the ca,;i: m.a:,- b._., '" (2 j del i,-cnng to the Con'Lpanr an 
LIJ\SeC1Jred defi�ienc�· nok in the <IDtOunl oftne deficienc:;,. 

As of �t:p lr:mber lO, 2015, lht Cl•mp�n� had h�o dditienq nm�s with non-rtlated p.irtit."S totaling approximately 
S3,236,1)00_ Ont note in rhe .:i.mounl of appro,trn.:trel,, S.1,70),000 btar; inlen,;;.t al� rd.It: of 14% per annum The second nok 
tn the amount uf approximukl�- SI ,533,000 h..ul a n:s.tr.·e of appn)ximatdy Sl,204,000. The Comp31i)' Liocs rmt auTut 
,nh."n'st on llti� �t::(md note as lht- undl-ri)' ,ng rnl lilltrJ.l ,·alue appruxim�tt-s \hr nore bu.lantr,ntt ofrt-sel\·t�. 

As of Dt:.:ember .1 I, 2014, the Company hJJ rw,, ddicit:nq notes with non-n:lakJ J"ilrtii,t tolaluig of approximalo,ly 
$3,2511,000. Onr note in tht iJJ"nounl of approx,mart>I�· '.l ,725,000 btar. inkrt·Sf at a ,ill.e of l.f%prr annum. Tht: stcond note 
,n !he amounl of «ppro>:irlliltel)· � I ,5 33,000 had a n-scJ"\·C of apf)rL'•:,,;1TTUlldy $591 ,C�)O. The Comp�y tlr,cs not a,:i::rur: inkncsl 
on lh,s Sd:llrui note .i.s rh., underly mg coll att"la 1 , ai ut: .1pprox im.,HtS Int note ha.lance, nd r,f �ser.•t"'; 
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As of December JI, 2007, lJMTII Lt.--n<ling Cumpany, LP_  ("L']',.HIILC') issut>d 10 Lht Company a Yariah-k 0rnount 
jlt\ln\1:i.SOI")· note in the anu\unl M $5.100,0(10 10 e, idence its defi..-iem:y ublL�almns lo the Company. The inu,el prmcipal 
amount of tht nore was appnlximakl� $1,848,000. The prin,ipal bala,1-� llS or Dt:c�mber 31, 2014 was appn,ximaldy 
$2S,740,000. lcffecci,·e fart!Llr') I, 2015, UMT enrtred in\t1 a loan modiiii::ation a��w,en1 r•A�rl"emertt'") with UMTII in 
whiclt rhe LMTI ILC indebtednes,s i> e1·1denced b,, two nule, - Note I wn,ch bcarS ,nkl>"s.t .11 lite rate uf 1.75% and Kole l 
whiclt hear,; ,ntt:rts.l at the rd.lt: of 2. 70%. Ck,th nMe> mat= on Dt.::c:ml,er 31, 1017. L'nder Lht tt= of the modification 
agrt..-ment rhtc follo\,ing Jmounrs wtre rulkd into ihe rru.kltfted UMTIILC Dt:fa:ienn Nolt:: n1 atnut:d mltrt''i'l of 
appro,um.attl y S-1 ,3 D,000, {2) tile principal balance and related �tcnmJ intet�'!.I of lhe UMTIILC S<=rnred Lin� or Credil 
Prom,s;;or)' Nort ofappro:.1m.ately $1 l,37n,OOO_ As ofS!'.plt'mbcr JO, 2015, lht' total ouL�candtng pnn�1r,al balance or the 
modifioo U"'HI ILC DeC,cime� Nntt-s ,-.1i appruximutely $41,347,000. from Deccember J l. 2007 rhruugh s�ptcmber 30, 
:w 15 lltt Compan>• ha,; r...::r:i,·ed apjlruxHn.ltdy S 11,930,000 in ag.gregatt: prin�ipal and inlm,st p;,i>•menB und,;r \ht 
UMTHLC Pri,mi-;;iory NtM. ?lease�� Nole 4 u.l:io,,e for 11ddili0Nl.l inli.l1mltil)n reganiinJ! lhe A�r�men\. 

On a quat'lerl)· hast-;, the. Company (·unuui::1.s a rt:,·1t·w of the underi�-ing oorro,1er-; Jtnd third pa.rty !�UArillitnr.; in oruer to 
�,; th�ir abilil�· to pe1fr1rm tht'ir obi iga1ioM und�r the \trm;; of the Deficiency l\'o tt, b� on uixJated five yl!ar forecast�
of £uturt cash llow,;; L>f the untkrl)·in� btmo"'crS and �u1m:intoK Such ebil1ty to ptrform is pnnc,pall�· dt1)enden1 upon the 
borrower· sand ob lig<"ir·s ri.bdtl}' 10 re.ii L:£t .:ash flows finm diSlributions deti\·td f111m the r,lr:dged rnllakril[ �llit::icnt k1 meet 
their n>,;pccli,·e current Opt:rai,c,n.;I need,;, as w.-11 .,_1 10 pm,·idi, liquidil) 10 fund lh� debl ,:;,,n•tc< rt4uirtmerll!. untie, the: 
Company'� n,,res. Su..-h revtew tni::IL1dcs., bu\ 1s nol limiltd \11 \he following related co th<' guarantor'. ;imil)ZJng curn,nt 
finant::,al s\aJ.emt"nts and operal.tng rtsulrs, aoal}·nng pmjoxtc:d future optr..ting r""'ulls..:mJ validating the a:.sumpliuns uStd 
to gcnerati= such projei.:tiuns, t"on:c.lstin1; Cumre ca,;n Ouws and aS-Slelising the ;:,Jec1u<1cy of lht;;e c;:ish llo\\•S ro st:l\'LCC the 
Companr·� Mk-<;., conduclLng distuS;!;ions with :1nd obl,:nnin� rc1utSientations rrom Ult: (:uar.:mw,,;· management ,�ilh re,pe,.:-1 
to tlteir tum'nl anJ j'.lmjectrd operating results. Oased nn suclt reviews., the Company has a:on�luded that the guarJtJ1,1r r.� 
lhe ah,lily lo perform uoder their re��yment ub!igalions ;U1d lha.L the Defitiem:y Note bali:ll1ce i� Cully ri:illi,able o,·enheir 
1,;rms Ac,·onfo1gly, the: Company has not recordtd any rese-n.i,s on rhc,,e loa.M. 

10 



) 

Reaching Across the Aisle of Your Private Jet Does Not Equal an Arms' Length Transaction 

United Development Funding (UDF) 

UMTH owns 99.9% of UMTH Lending Company, L.P. (UMTHLC) which directly faces UMTwhich is why the 

deficiency note is consolidated in UMTH's financial statements. 

I oiktl !\.for�lli!,� Trnl Rtlth,d J>,u1� RrLY•ianJiiP' 
Affili11fioa Go��rm.ntt - -- -

r \IT lloltlingi, L.P. ('T MTll"I 99.9% own�, of our l.'f\·IT :Stn.· ici:s, lm·. 
horro"cr, t' r-.-lTI [LC .:iru.1 '.kn�, as l,ener.:il 
our .:1.:J.·is;,1r. I IMTIICiS P�rtner 

I �ITII Ll"nding Comp..n�, LP, ("I' \ITIILC") l.k,mw,cr IJMT:S,r,,a:;,�,lni:. 99 9�·, ownc<l bi 
l.'MTII s.c"·�s a� C:encra.l 

P�rtn�, 

Below is a complex web of other affiliated relationships involving UMTH and UMT that further question 

management's credibility. Note that UMT is owed a revolving line of credit by UDF I and note that UDF Ill owns 

an equity interest in four affiliates owned by insiders: RAFC, SCMI, CRC, and WFI. Also note that these four 

entities all owe "recourse obligations" to UMT. What is a "recourse obligation"? It is the same thing as a 

"deficiency note," a realized loss that was not recognized by UMT. And why does UDF Ill own equity in entities 

that are unable to repay "recourse obligations" to UMT? 
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Reaching Across the Aisle of Your Private Jet Does Not Equal an Arms' Length Transaction 

United Development Funding (UDF) 

APPENDIX II - EXAMPLES OF LOAN PATTER N S  FOR CENTURION 

"A ROLLING LOAN GATHERS NO LOSS." 

The tables below were created by reviewing up to twelve SEC filings for each individual UDF IV loans (Forms 10-

Q and Forms 10-K). The information in the tables below is sourced directly from UDF IV tabular disclosures. 

Unfortunately, UDF IV does not make it this easy to see the trends and to see exactly wh.:it is happening from 

period to period. A typical investor of UDF (retail moms and pops) is not proficient in reviewing SEC filings and 

combing through numerous different filings to understand what is happening which is partly why the issues with 

U OF are hard to recognize. 

Each loan detailed below is owed by UDF's largest group of related borrowers. The following eleven loans 

account for an outstanding balance of $166 million at September 30, 2015, according to UDF IV's Form 10-Q, 

representing 26% of the outstanding balance of all UDF IV loans and 40% of all loans issued to UDF IV's largest 

borrower. While significantly more loans also demonstrate irregularities, this sample set is representative of 

loans to this developer. As discussed previously, loans to this developer regularly (i) do not generate any cash 

(principal or interest), (ii) are extended without fees, and (iii) accrue larger and larger balances. All while, in 

numerous instances, land remains undeveloped for years, in numerous instances. 

Outstant1ir.e lash Hei:ei::il� 

En11ty Dale �r& !ttait,-: Mi1t•1iw hte � .uaa � � 

CTVGT Alpna Rar:ch 

CT.I/GT Alpha Ranch 

-CH/'�T /\lpna Rar,;:h 

CTI/GT Alpt10 Rorli'.h 

CT!/GT Alpri� Ranch 

CTt/.GT Alph5 .�a,,ch 

CTMGr �lpla �ar,ch 

CTMGT Alpho Ranch 

CTMGT �lpn;ci Rar.;-h 

CTMGT Alpha Hunch 

CTMGT Alph::i P�nch 

CTMGT Alphci Fl�rKh 

.12/:il/2012 2nd Ue:, 

3/�1/201:l. 2nl1 u,�rr 

li/30j20B 2nd Li�n 

9/J.0/20U '.mcl Lien 

H/Jl/ZOD 2nd Urn 

3/31/201--1 2nd '..i':!n 

6/30/2014- :'..!1J Li�;, 

�/JO/:W14 Zrd Uen 

1�/'il/2()14 1r:,j Lle11 

9/31/2015 2rd Lien 

6/30/2015 il'1 Lien 

'9/3-CI/WlS 2.rd U,�n 

"''"""'il"-y _____ -�o="�' _ 5-e-curiry 

Ono:"' Windsrn Hi!I'.. LP l�j3J/�Ol'.:. 2nd L1@r; 

One Wind!;Or Hills LP ;]j31/2013 2nd Lien 

Clrlf' Windsor Hill� i..? 6.'rni'ID13 2n,--J Li.,,, 
Ont.: Win,j:..or Hill'i L,[1 'J/30/2015 Znd Li1..:1, 

0ne W1nrlr;1- Hill<;; l P 1·J/i1/J0Fi Jnd Ll.>n 

Or.c W111d:.,or Hilb L,r• 3/:1-\.) JG>� 2nd Lieri 
Ctne W1nd�or Hill" LP ono:201J 2nd I ·1err 

One: WrndM•r I I ills L.P. '}/J0j2014 2nd Li!""n 

Un,c, W►nic;, r l-lill,:; Lf' 1",'fJJ/:.'.014 '.Jn□ L1o>n 

On"' W1n:.bor Hills LP. 3.'31;Wi5 2nJ Li�n 
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Reaching Across the Aisle of Your Private Jet Does Not Equal an Arms' Length Transaction 

United Development Funding (UDF) 

E.I11ltv. _____ _ 
CTMGT Gran bi.if)' 

CTll.1GT Gmrbury 

("H,lGT Granb,H)' 

CrMlir GranbUrf 

CTMGT Grt1r11.Jur·1 

CTMGT Granburr 

,:.r/1,lGT Grainbur� 

CTMGT Grc.nbury 

CTMGT G�nbury 

CTMGT Granbur, 

i.lt'l:GT Sranbur( 

Cl �iGT Granbury 

CTt.1Gr �fontalc.in,:i 

CH,IGT Mom�lri:no 

CTMGI Monlalono 

CTMGT Momalrino 

CH,IGT Murilt1lnnu 

cn.1GT Montalcirn 

CO,IGT M,Jntalcir1.1-

U MGI ��untalcin.:, 

CTMGr Montalcir•J 

CTMGT �1�011lallln<.r 

CTMGT Mc,ntalcir-o 

CTt-.lGT Montalcirl'.I 

Erllitv 

•.":H,!Gl �egatta 

CTMGT flegartr.1 

CTMGT A.�jlott� 

CTMGT He�ctt� 

CTMGT flegana 

UMt:;1 R�ana 

CTMGT Hei?CUa 

CTMGT R�eatt<:1 

CTMGT Re11atta 

CTMGT Qc-gattr.1 

UM..:.T n,..:i:;uttu 

OMGT lle-gon� 
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Buffington Involuntary Bankruptcy Petition Overview 

United Development Funding (UDF) 

Attached is the involuntary bankruptcy petition filed in the United States Bankruptcy Court for the 

Western District of Texas (W.D. Texas 15-11548-hcm) by UDF Ill related to UDF Ill and UDF IV's, second 

largest "non-affiliated" borrower, a private real-estate developer based in Austin, Texas, whose principal 

executive is Thomas Buffington ("Buffington"). Buffington accounts for 25% of the outstanding loans 

issued by UDF 111 and 11 % of the outstanding loans issued by UDF IV, and accordingly Buffington is material 

to both UDF Ill and UDF IV. 

On November 30, 2015, UDF 111, as the petitioning creditor, filed an involuntary bankruptcy petition listing 

Lennar Buffington Stonewall Ranch, LP. as the debtor, an affiliate and entity controlled by Buffington. 

The amount of the claim is $106.5 million, which represents approximately 25% of UDF Ill's total assets. 

It does not appear that UDF Ill has sufficiently reserved against the Buffington Loans given that (i) only 

$5.3 million of allowances for loan losses on "loans individually evaluated for impairment" had been 

accrued as of the Form 10-Q filed for the quarter ended September 30, 2015, and (ii) only $36.0 million of 

loans were classified as level 2 loans which indicates "full collectability of loans [is] more likely than not, 

but not probable" as opposed to level 1 which indicates "full collectability of loans [ ... ] is considered 

probable". Either a housing crisis hit the greater Austin-Round Rock MSA following the filing of the Form 

10-Q on November 16, 2015, or there appear to be issues with financial disclosures.

In a Form 8-K filed with the SEC on December 14, 2015, management feebly attempts to reassure its 

investors stating "[o]n November 30, 2015, UDF Ill filed an involuntary bankruptcy petition against a 

borrower that owns one specific development project in order to protect UDF Ill's collateral position after 

an approximately $3 million senior lender posted the property for foreclosure. The value of the project is 

significantly greater than the amount of debt owed to the senior lender'' and the involuntary bankruptcy 

filing by UDF Ill was "a strategic move." 

This "explanation" rings hollow. Management has essentially admitted that its second largest "non­

affiliated" borrower (Buffington) cannot meet its financial obligations. More telling is management's 

glaring omission - management does not claim that the value of the project is greater than the amount 

of debt owed to both senior lender and UDF Ill. As the junior lender, UDF has the right, but not the 

obligation, to cure the default of the senior loan to protect its second lien. Based on UDF Ill's Form 10-Q, 

UDF Ill only had $136,488 of cash at September 30, 2015, and could not cure the default with its cash 

position. 

Therein lies the problem: if UDF Ill's borrower (Buffington) is insolvent and the junior lender (UDF Ill) lacks 

the liquidity to cure the third-party senior lender's loan in default, UDF Ill's collateral enters bankruptcy, 

typically, or is foreclosed upon. 

To make matters worse, management provided another misleading response as to why it has failed to 

timely pay its debts. Management states that "[w]hile negotiating a modification to its line of credit from 

a regional bank, UDF Ill requested an extension of a scheduled principal payment. The payment was made 

subsequent to September 30, 2015." Management would have investors believe that the continual 

pattern of UDF Ill's inability to pay a quarterly amortization payment is actually just a standard loan 

modification. 

However, in almost every form 10-Qfiled since the issuance of the loan to UDF Ill in March 2014, there 

is a disclosure about UDF Ill's inability to pay (see cit.:itions below). UDF Ill's inability to pay its debt in a 
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timely manner also helps explain (i) why UDF Ill was not in a position to cure the default by Buffington on 
a third-party senior lo,in and (ii) why UDF Ill was forced to resort to file the attached involuntary 
bankruptcy petition included on the next page. 

Sourced from UDF Ill SEC Disclosures: 

THE LOAN THAT UDF Ill CONTINUALLY FAILS TO PAY ON TIME WAS ISSUED BY LEGACY TEXAS ON 

MARCH 21, 2014, AND THE LATE PAYMENTS BEGAN IN JUNE 2014. 

June 30, 2014 - Form 10-Q 

"The Partnership obtained a waiver from Legacy Texas for the late payment in July 2014 of the June 2014 
required principal payment and will resume making the quarterly principal payments in accordance with 
the terms of the Term Loan in September 2014." 
l:!U12;/b\'W''-'.•_�ec.gov I Arch iv(•<,/ edg9Jl �ii!�<l/13 3 5 732/000114 4 2 oq 14049898/v385101 10g. htm 

September 30, 2014 - Form 10-Q 

"The Partnership obtained an extension from LegacyTexas for the September 2014 required principal 
payment to December 21, 2014 and will resume making the quarterly principal payments in accordance 
with the terms of the Term Loan at that time" 
http:ljwww . ..-.ec.g<Jv /Arch iws/ edear / dat<:i/1335732/00011442 0414068 688/v3930 7 8 10g. htm 

March 31, 2015 - Form 10-Q 

"LegacyTexas waived any default in connection with the late payment of the required principal payment 
on March 21, 2015." 
http://www.sec.gov/Archives/e_dgar/data/1335732/00011442041503l333/v409242 lOg.htm 

June 30, 2015 - Form 10-Q 

"LegacyTexas extended the due date of the June 21, 2015 quarterly principal payment to September 10, 
2015." 
h ttp://w ww. sec.govl,l_\rch ives/ edgar / data/13 35 73 2/000114420415065 839/v423461 10g. htm 

September 30, 2015- Form 10-Q 

"The Partnership has requested an extension of the September 10, 2015 required quarterly principal 
payment to January 1, 2016, and LegacyTexas is considering the request. The Term Loan is not in 
default." 
http://www.sec.gov/Archives/edgar/data/1335732/.000114420415065839jv423461 lOq.htm 

*************************** 
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Buffington Lawsuit Overview 

United Development Funding (UDF) 

Attached is the lawsuit filed in Travis County, Texas (Hanna/Magee L.P. #1 v. BHM Highpointe Ltd., et al. Cause 

No. D-l-GN-15-004985 ), related to UDF 111 and U OF IV' s, second largest "non-affiliated" borrower, a private real­

estate developer based in Austin, Texas, whose principal executive is Thomas Buffington ("Buffington"). 

Buffington affiliates account for approximately 11% of the outstanding loan balance of UDF IV according to 

financial disclosures in the Form 10-Q for the quarter ended September 30, 2015. UDF Ill's Form 10-Q for the 

quarter ended September 30, 2015 states that "Buffington Land, Ltd., an unaffiliated Texas limited partnership, 

which comprises approximately 25% of the outstanding balance of our portfolio, including additional loans to 

its affiliated entities", and accordingly Buffington is material to both UDF Ill and UDF IV. (emphasis added) 

The plaintiff, a third-party development partner of Buffington, was retained by Buffington to "manage the 

development." While there are numerous troublesome allegations included in the attached lawsuit, there are 

two allegations that are particularly troublesome for UDF Ill and specifically UDF IV, which has filed financial 

statements with the SEC stating that "full collectability of loans[ ... ] is considered probable" with regard to 100% 

of their loans. 

First, the lawsuit alleges that "[i]n at least one instance, such distribution took the form of BHM Highpointe 

making a distribution of approximately $1,800,000 to Buffington Land characterized as a 'loan.' At the time of 

such 'loan,' Buffington land had no ability to repay any loan from BHM Highpointe and failed to do so." 

Second, the lawsuit alleges that "BHM Highpointe transferred to Buffington Land certain valuable property 

and/or property rights, either with the actual intent to hinder, delay or defraud Plaintiff, and/or in return for less 

than reasonably equivalent value at a time during which BHM Highpointe was insolvent or was rendered 

insolvent by the transfer." 

It is noteworthy that the plaintiff is a development partner of Buffington and, as such, has no apparent economic 

incentive to claim that BH M Highpointe is insolvent. The payment owed to the plaintiff would likely be 

dependent on the solvency of BHM Highpointe and Buffington. 

UDF IV is owed loans by (i) Buffington Land, LTD (which allegedly has "no ability to repay any loan from BHM 

Highpointe"), (ii) BHM Highpointe, LTD (which allegedly "was insolvent or rendered insolvent by the transfer [to 

Buffington Land]"), and (iii) BHM HP 5.3, LLC, an entity to which BHM High Pointe is a member and BHM 

Highpointe MGMT is the manager. 

Management filed a Form 8-K on December 14, 2015 confirming that "UDF IV has been named in an action 

involving a contract developer (plaintiff) and a UDF borrower (defendant) relating to their development 

agreement." It goes on to claim that, "UDF IV does not have any contractual or other relationship with the 

plaintiff. UDF IV was served with the petition on November 10, 2015. UDF IV is not a party to the development 

agreement and believes the claims against it are without merit and baseless." 

Setting aside the plaintiff's allegations of impropriety against UDF management, management/ailed to address 

the a/legations of the insolvency of entities affiliated with Buffington, its second largest "non-affiliated" 

borrower. These entities have outstanding past due balances owed to UDF IV. Further, management does not 

explain how this reconciles with the misleading statements in UDF IV's SEC filings that, for 100% of loans
1 

"full 

collectability of loans [ ... ] is considered probable." 

*************************** 
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Buffington Lawsuit Overview 

United Development Funding (UDF) 
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D-1-GN-15-004985
CALSE NO. 

Velva L. Price 
District Clerk 
Travis County 

D-1-GN-15-004985
Connie Jefferson

!-IAi'\TNA/MAGEE L.P. #1, 
Plaintiff: 

TN THE DISTRICT COURT OF 

vs. 

BHM HIGHPOl�TE LTD., BHM 
HIGHPOINTE MANAGEMENT, LLC, 
BlJFFJNGTON LAND GROUP, LTD., 
UNITED DEVELOPMENT FUNDING TV, 
THOMAS BUFFINGTON and 
PATRICK STARLEY, 

TRAvlS COUNTY, Tt�X.AS 

345TH 

De fondants. JUDI CT AL DISTRICT 

PLAINTIFF'S OHICINAl. rF.TITION 

COMES NOW, Hanna/Magee LP. #1 ("Plai11tiff''), and riles this its Original Petition 

complaining of BH!V1 Highpoinlc Lid., BHM Highpoinlc iVlanagtcmcn1, UC, Bur
t

ington [ and, 

Group Ltd., United Development Funding IV, Thomas Buffington and Palrick. Starley 

("Dcfondants") and in support of their complaint would rcspcct11.llly show the Comt lhc 

following: 

I. Plaintiff intends lo conduct discovery in thi� case under Level 2 of TEXAS RULE

or CIV[L PROCEOLIU:! 190.4. 

Texas. 

II. Parties

2. The Plain!iff is a limited panncrship registered lo do business in the State of

3. Defendant JJIIM Highpointe Ltd. (''BHM Highpoint,�" or "BHM"J is a limited

pa11nership registered to do business in the State of Tc.xas, and may be served wilh a citation 

through CT Corporatioll, 1999 Bryan St., Suite 900, Dallas, TX 75201-3136. 

P:.igc l 
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4. Defendant BHM Highpointc Management LLC (the "BHM General Partner") is a

limited liability company registered Lo do business in the Slate of Texas, and is lhe general 

partner of Defendant BHi\·1 Highpoinle) and may be served wilh a citation through CT 

Corporation, l ()99 Brynn St,. Suite 900, Dallas, TX 75201-3136. 

5. Dcfcndnnl Bumngton Land Group; Ltd. ('"Buffington Land") is a I imitcd

partncr�hir registered to do business in the Stale of Tl'xas. Defendant Buf
f

ington Land may be 

served with citation through CT Corporation, i 999 Bryan St., Suite 900, Dallas, TX 75201-3136. 

6. United Development Funding IV ("lJDF") is a Maryland inveslmenl trusl doing

bu�iness in Texas. rt may be served with process by serving it:; regislered agent, Corporation 

Scrvil'e Company dJb/a CSC - Lawyers Incorporating Sc�rvice Company, at 211 East 7th Street, 

Suite 620, Austin, Texas 78701. 

7. Thomas Buffington ("Buftinglon") is an individual resident of Travis County,

Texas, who may be served at 3600 N. Capit:il of Texas Hwy, B- l 70, Austin, TX 78746�3314, 

8, P;:itrick Starley ("Starley"') is an individual resident of 'J ravis Counly, Texas, who 

may be served al 4 720 Rockcliff Rd., Unit 5, Austin, TX 78746-1254. 

01. Jurisdiction 1111d Vl•nm�

9. This CoLJrt has _jurisdiction 0\•er the sub,iccl matter complained or in this Petition

because the amounls at issue exceed the minimal jurisdictionrrl limits o[ this Court. Venue is 

prop<.::r in this Court pursmin( to §15,001, et. seq. or' the TEX,\S CIVIi, PRACTICE ANIJ REMEDIES 

CODE, inasmuch as all ol' lhc events and property giving rise to the claims alleged occurred in 

Travis County, T,ixas and because one of the Dc.�fendants has its principal 0111cc and place of 

business or residence in Trnvis County, Texas. Plaintif
f 

;.!aims monetary damages in excess of 

$1,000,000. 

705 I -4\005•1052() 00 I Page 2 



IV. Facts

10. On or about December 24, 2008, Plf.lintifT and BHM Highpointe entered into a

contract (the ''Development Agrecmenl") for the management and development of real property 

located in Lhc city or Dripping Springs, Texas, {th,: ·'Devclopmrnt"), The Development 

Agrce1m�nt provided that BHM Highpointc was rdaining Plaintiff to manage the devdopm1:11t, 

construction and marketing for the Highpoinlc rcsidrnlial subdivision, approval of which had 

previously been obtained from the City or Dripping Springs (the "Project"), In return for 

performing the various obligations spelled out in the Development Agreement, BHM Highpointe 

agreed lo pay Plaintiff a "Profits Jntcrc:.t'' equal to 30�i, l)f the "Net Profits" rrom the Project. 

The Net Profits was calculated by subtracting all rrojecl Expenses from the "gross revenues 

actually collected b; or on bchalfof [BHM Highpointc] trr,m ibt, Projet.:t," 

11. In addition to the above payment terms, the BHM Highpointe agreed to do and

refrain from doing ccttain Lhings wtth rcspt:cl io the Prnjcct including: 

a. Agreeing that BHM Higbpoinie would not make changes to the Project business

pl:tn thaL would reduce projected Net Profits from the Pr�ijcct by more than ten percent 

without discussing il with Plain ti LT, and "If any n:vised Ca i,h Flow Analysis projects Net 

Profits of less than ninety percent (9()1;,·ii) of th,� r',,let Prolils projected in the imrnediatcly 

preceding Cash Flow Analysi� (a ''Major Rcdw:tiun"), Ov,n.:r [BHl'v1 liighpointc] may in 

good failh mouily the project busines'> plan so as lo ml.'d Owner's debl obligations and/or 

protect Owner's investment or reDect !he projl'.ctiomi of Owner, while maintaining the 

Net Prol'i.ts projected in the immcdialdy preceding Cash Flow Analysis to lhc cxtenL 

Owner determines to be possible." 

'/051 -4\005405'.'.'J .00 I Page J 
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b. Agreeing that "in no event will any fee or slmilar payment to uny person or entity

having an ownership interest in the project constitute Projccl Expenses'' for the purposes 

or calculating the Profits Interest; 

c. Agreeing that "before BHM makes any distributions to [BHM's partners] other

than Tax Distributions, BHM will !i.rsl pay 10 Plaintiff the amount uf the Profits lnLcrest 

that the Plaintiff would have received if Pl_aintiff had received a concurrent and 

proportionate payment of the Pro1i1s Interest at the time of the Tax Distributions (lhe 

'Reconciliation Ammmt.'' 

12. Despite Plaintiff continuing Lo �xpcnd efforts on behalf of BHM and the Project

and performing its obligation thereunder, BHM Highpointc br1eachcd these provisions of the 

Development Agreement by at least failing lo make any Profit !ntcn:st disL1ibulions lo Plaintiff, 

despite making distributions to its partners. in at leasl one instmcc. such distiibution took the 

form of BHM Highpointe making a distribution of approximately $1,800,000 Lo BufLlngton Land 

charaetcrizc:d as a ''loan". At the time of such ·'Joan", Buffington L:md had no ability to repay 

any loan Crom BHM I !ighpointe, and faikd to do so. 

13. BIIM Highpointe failed to provide any, much less proper, notice of any reduction

of Net Profits in accordance with the Development Agreement. Specifically BHM Highpointe 

failed to infonn Plaintiff that it had assigned, for no considercition, various assets of BHM 

Highpointc, which were ncccssa1y and intrinsic to obtaining any Net Profits, to Buffington Land 

for no consideration. 

14. On information and belief on or afler "'.'Jovembcr, 2011 BHM transferred to

Dcfondant Buffington Land the right to receive MUD anJ other reimbursement rights relating to 

the Project and generated from the development of the Project (the '·Reimbursements"). Such 

705 J """110054052rJ.00 I Page 4 



transfer to Buffington Land was done fo1· no consideration and BHM Highpointc rccCLvcd 

nothing of value in connection with such transfer. The transfer of lhcse valuable assels was 

actively concealed from Plaintiff by BHM Highpointe, Buninglon and S1arlcy. In fact, on 

numerous occasions BHM Highpointe actively misrepresented the status of the ownership of the 

Reimbur;emcnts. Contemporaneous with the assignment of the Reimbursements to Buffington 

Land, Buffington I .and used the Reimbursements assigned by BHM Highpointc to obtain a loan 

from MUD Reirnl:mrscment Finance LLC secured by the Reimbursements and other assets. 

Upon information and belief and al lhe specific insistence or UDF, Buffington Land used the 

proceeds of such loan to pay UDF i rl excess or $5,000,000 against loans made by UDF Lo 

Buffington Land which were guaranteed by each or Buffington :ind Starley. Upon infomrntion 

and belief, the assignment of the Reimhursements by BHM Highpoinle to Buffington Land and 

the subsequent payment of obligations owed hy Buffington Land io UDr was done with actual 

intent !o hinder, delay and defraud Plaintif
f 

and for the benefit of en.ch of Buffington L.md, 

Buffington, Starley and UDF, and to prcvi::nt Plaintiff from being paid lhc Net Profits it was 

entitled lo and w��rc conk�mplatcd under the Development Agmcmcnt and Lhe operative Cash 

flow Analy�is. Aller th.:- assignment of the Rcimbursemenls, Buffington Land received in 

excess or $5,000,000 in connection with the Reimbursements that had been assigned. None of 

such fonds have been paid to BHM Highpoinlc as was intended in the Cash Flow Analysis under 

the Developmenl Agreement. 

705 l--1\005·10529.0fl I Page 5 



A. 

15. 

v. C1!tul')l of Adion

Hreach of Contract 

Plaintilf incorporates paragraphs 1-14 hereof: '!11e acts of BHM Highpointe, as 

described herein, com:titutc breach oC con(ract for which Pbimiff now sues. IHHv1 f·lighpoinlc 

Munagemcnt LLC as the general 1n1rtncr of BHM Highpointe, is fol !y liable for such claim. 

16. The Dcvdopmrnt Agreement obligates BH'.'vl Highp0intc to nrnkc payments to

Plaintiff and lo nrnke distributions to Plaintiff in accordance with the terms of the Development 

Agreement. Additionally, the Devdopment Agreement rrohil.Jit, BHM Highpo1nte from making 

distributions ot' Net Prntits without making distributions to Plaintiff. Plaintiff has performed 

ead1 and all of its nhlig□tions under 1hc Development Agn:cmcnt and all conditions precedent to 

1.hc recovery nf Plaintiffs d:mrngcs as requested lt(;roin have OCl�LITicd. Moreover, Lhe

Development Agreement prohibited BHM Highpointe Crom d1�rnging the Cash Flow Analysis 

without discussion ,villi Plaintiff and then, only in "good faith lo protect 'Owner's' investment. 1 

The assignment of the Reimbursements did nol consti(ul..-: a changl: Cor lhe purpose of protecting 

BHM Highpointc's invc:-.trncnt, but rather lo benefit Bi!ifaiglon Land, Bullington, Starley and 

LDF. 

17. As a result of BHM's breach of the Devdopmcnt Agreement, Plaintiff has

suffered injury in ihc form of aehial and consequential damages, for which Plaintiff now sues. 

Addilionally, Plaintif
f 

seeks the recovery of its reasonable costs and attorneys' foes incurred 

pursuant lo lbc terms of the DevdopmenL Agreement and applicable Texa:-; law. 

B. Tortious Interference With Existln!! Conlract

I�;. Pli'.1.inti1T i�1corporntcs parngraphs l-17 as if fully set forth herein. The actions of

each of nuffington Land, UDF. Buffington and Starley, as d.:scribcd hcreinabove, constitute

lortious interference with the Devclopr11ent Agrccmcnl. On information and helief, each ot·
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Buffington Land, UDF, But'fington and Starley ac1ivcly solicited BHM .High.pointe to assign the 

Reimbursements and use proceeds frorn tht� pledge of the Rdmburscrnenls to benefit each of 

Buffington Land, UDF, Starley and Buffington, and to prev�nt the use of the Reimbursements 

and the proceeds thcrcor from being paid lo Plaintiff as part or tile Net Profits of the 

Dcvelormcnt Agreement. Such actions by UDF, Bullington, Starley and Buffinglon Land were 

done intentionally and willfully for their own bcncli.t and were the proximate cause or BHM 

Highpointe's breach of contract as described herein and damage::; to Plaintiff. The actions of 

UDF, Starley, Buffington and Buffington Land were acll•1dy concealed from Plaintiff and the 

claim asserted is subject lo the "discovery rule'' as a resui t of sud1 conccalmenl. 

C. Texas Fraudulent Transfer· Act

19. Plaintiff incorporates paragraphs 1-18 as iC fully set lc,rtb herein. The transfer of

Lhe Rcimbursemems from B H!vr Highpoin1c to Buffington and ,)f the, proceeds of the use of the 

R�,imbursements to UDF arc fraudulent tnin . .,fcrs purnuant to Sl�Ction 24.001 el. seq. of the 

TF.XAS BUSINESS ANO COMMERCE Com., for which Plaintiff now sues. Additionally, to the extent 

that such procc:eds were used by Buffington Land to pay indebtedncs:; owed by Buffington Land 

to UDF and guaranteed by each or Buffington and Starley, such trnnster was for the benefit of 

UDF, Starley and Bunington. 

20. Upon information and belief, BHM I-Iighpoinw trnnsferred to Buffington Land

certain valuable property anJ/or properly right:;, either with the actual intent to hinder, delay or 

defraud Plaintiff, and/or in return foi- le�c; than reasonably equivalent value at a time dming 

which BHM I lighpoinlc was insolvent or v,ns rendered insolvent by the tr:msCer. The valuable 

property and/or property righ1s or the proceeds nf such rights were subsequently transferred lo 

UDF, without consideration and for no value !,, BHM HighpoiniL'. Accordingly, Buffington 
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Land and UIJF arc jointly and severally liable with BHM Highpointc to Plaintiff l<.)r the value or

such transfers, up to an amount necessary to compensate Plain ti ff in full, pursuant Lo §24.00 l et

seq. of the TFXJ\S Bus1N1:ss & COMMERCF CODE. On information and bclieC Buffington Land 

and UDF did not receive the property and propc1ty rights in good faith or for a reasonably 

equivalent value, and Buffington Land and UDF had knowledge that Plaintiff was a creditor of 

BHM Highpointe. Plaintiff hereby seeks the recovery of Lhc prncccds or such transfer pursuant 

to Section '.?A.008 and 24.009 of the TEXAS 81.iSlNr.SS & COMMhR(h ('()i)J;, 

VL Fraud 

2J. Additi()nally or alternatively, on various occasions on or allcr November 2011, 

PlaintilI discussed the status of the Dcvdopmenl with Buffington and BHM Highpointc 

representatives. Starley, Buffington and BH l\-1 Highpointe spccitically discussed the status of the 

IJcvclopment and the income that was going lo he generated out or Lhe assets. ln such 

conversations, al'ter the assignment of the Reimbursements lo Buffington Land, 81 lM 

Highpointc, Starky and Bunington represented to P!aintiff lhat ihe Reimbursements were part of 

projected Nci Cash Flow. Additionally, when Plaintiff b�'carnc c1w,1rc that Reimbursements 

should have bcrn rccciv1id, Plaintiff inquired about them and was told that the Reimbursements 

had or would be applied against !h,:: debl owed to UDF by BHM lligllpointc, and lo the extent 

that such debt reducUon ·.vas not being rdkclcd, they would "1akt· care of it and clear it up''. At 

the Lime that such representations were made, BHM Highpointc, Starley and Bumngton were 

awme that the Reimbursements had been assigned Lo Buffington Land. The representations 

made by Bui1inglon, Slarley and BHM Highpointc, as reflected above, were nwlerial, were false, 

were made to Plain1iff so that Plaintiff would rely upon them in continuing to pcrlonn work on 

the Project and in compliance with !he Development Agreement, and were relied upon by 
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Plaintiff in continuing to perfom1 under the Development Agreement despite BHM Highpoinie's 

breach, and resulted in darn ages to Plaintiff for which Plaintiff now sues. 

VII. Attonwv Fees

22. Due lo the Defendants' conduct, Plaintiff has been forced to retain the

undersigned counsel to bring and proscrnte this case. Plaintiff is entitled to, and hereby makes 

claim for, its' reasonable and necessary attorneys' fees and litigation costs incurred in this cause. 

23. Plaintiff is entitled to its attomey1,' foes undc:r A11:icle VIII of the Development

Agreement. 

24. Additionally and alternatively; Plaintiff is entitkd Lo its attorneys' fees under

Chapter }8 of the TE.X.A.S CrvrL PRACTICES AND R.L,MffJWS CODE. Sef' TEX. CIV. PRAC, & REM, 

CODE§ 38.001(8) and Section 24.013 of the TEXAS 8lJSlNFSS & C<Jl'vtVIERCE CODE. 

25. All 1.:onditions precedent to recovery of the claims asscr!L�d herein have occurred.

PRAYER 

Plainli lT requests that Defendants be serv��d with citation ;rnd directed to appear and 

antswer, and thul on tinal trial, Plaintiff be awarded the following relief: 

• Judgment against the Defendants BHM Highpointe and BHM llighpointe

Management LLC for breach of contract and for actual damages including but not limited to all 

Net Profits, Lhat should have been p:iid lo Plain1iff under the Development Agreement and a.II 

other amounts due and owing thereunder plus lost protils: 

• Judgment against UDF, Starley, Buffington, Buffington Land for tortious

interference wil h cuntrnct and all damages thereunder; 
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