Message

From: Patrick Starley [pstarley@cielopef.com]

Sent: 10/24/2013 3:50:06 PM

To: Farley Dakan [/O=MACKPAZZ/OU=First administrative group/cn=Recipients/cn=fdakan]
Subject: <no subject>

Attachments: Buffington draft Plan 10-24-13.pptx

See attached and comment. See you at 4

Patrick J. Starley
CEO & Managing Partner

e

500 N. Capital of Texas Highway
Building 3, Suite 100

Austin, Texas 78746

Office Tel 512.328.0000

Fax 512.328.9410

NOTICE: This e-mail message and all attachments transmitted with it are for the sole use of the intended
recipient(s) and may contain confidential and privileged information. Any unauthorized review, use, disclosure or
distribution is strictly prohibited. The contents of this e-mail are confidential and may be subject to the attorney-
client and work product privileges. If you are not the intended recipient, please contact the sender by reply e-mail
and destroy all copies of the original message.

The contents of this email and responses and replies from Cielo Private Equity Funds may be used to develop a non-
binding letter of interest or term sheet to lend, invest or purchase business interests or assets. However, the Parties to
any email correspondence are to rely solely on final negotiated definitive documents approved and signed by Cielo
Private Equity Funds.
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Situational Analysis & Strategic Alternatives
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+ By your review of these materials, you agree to be bound by the terms of this Statement of

- These materials are intended to provide the recipients with background information, a

- Material non-public and/or confidential information is contained in this presentation

Statement of Limiting Conditions

Limiting Conditions. You also agree that this information shall not be used as evidence in any
legal proceeding and is subject to treatment under F.R.E. 408.

summary of the strategic alternatives and asset level analysis and information analyzed by
the non managing limited partners of Buffington Land Groug. Ltd., Buffington Homebuilding
Group, Ltd. (collectively with its subsidiaries and affiliates, the “Company”) and its advisors
as requested by the parties.

- The Company advises the recipients that the information contained herein is preliminary and
subject to change. The following analysis contains forward-looking statements and actual
results may differ materially from projected performance. This analysis could be si?nificantly
impacted by many factors including, but not limited to, the financial performance of the
Company, the characteristics and trends of the marketplace, the size, terms and treatment of
the secured and unsecured debts and the size, terms and treatment of any other contracts
and obli?ations of the Company. Certain assumptions and information relied upon may be
materially inaccurate, resulting in significant deviations from the preliminary estimates
contained herein. This analysis may not be relied on or referenced for any purpose other
than the recipients consideration of the recommendations provided herein.

("Confidential Information”). Accordingly, any such Confidential Information obtained through
your receipt of these materials, and any analysis of such information, is to be considered
strictly confidential. Distribution of this document or disclosure of any Confidential Information
set forth herein to any party other than the intended recipient is expressly prohibited without
the prior written authorization of the Company
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Current Challenges with Buffington

« Insolvent Land Pipeline

Management indicated accelerated lot sales pressure from main creditor has resumed leaving land
supply in question

. Unstab{e and inefficient capital structure
High cost of capital for homebuilding company
Reliant on key principal personal guaranty
- Small and fragmented commercial commercial credit facilities from small banks.
+ Concerned shareholders

+ No Clear plan for return of investor capital
Return of Capital with pref not achievable with current eamnings and distribution rates

-+ Assuming a 50% increase in eamlnqs and maintaining 10m of REAL balance sheet equity, Distributions
will not exceed 2m per year until 2016
- At that time there will still be 16m+- in outstanding capital

+ 9.5m outstanding to UDF Entities

. Questlonable performance
Minimal unit growth while market expanded by 30%+
- Will likely miss 2013 mid year profits forecast by 20%
1m in salaries and compensation paid to key management shareholder and family members.

Division President not compensated based on performance (360k salary plus 2.8% ownership in
subordinated position)
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Strategic Goal

- Remove most points of leverage that UDF has over
Buffington Organization to protect all Buffington
stakeholders and their investments while creating an
immediate vehicle with an identifiable source for
distributions
- UDF Points of Leverage

+ Financing to Buffington Homes

+ Control of Buffington Homes Lot Supply through Financing of Buffington
Land

+ Control of the most liquid assets
+ Future capital needs for Buffington to secure additional land assets
+ Tom Buffington personal guaranty
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“De-leveraging plan”

Buffmgton Homes Financing reliance

Buffington Homes exposure to UDF companies for Construction Interim Financing is 13m in
outstanding commitments and 9.5m in outstanding debt. Buffington Homes currently has 14m of
sr debt facilities for interim construction with x outstanding. Buffington Homes currently has 14m
of additional lines that have recently closed. These lines are all guarantied by Tom Buffington. It
is possible to extinguish all reliance on UDF by Dec 2013.

« ltis further possible to reduce Buffington Homes reliance on external financing through a master
recap of the company's debt. Doing so will eliminate risk to the company by providing an all
encompassing debt solution that does not rely on principals as guarantors.

- Control of Buffington Homes Lot Supply through the financing of Buffington
Land

Buffington can protect its current developed lot supply by creating a land bank and having the
lots released from lien by UDF through an accelerated takedown of the lots at the currently
contracted prices. UDF is currentlly insisting that Buffi n%ton take down more lots. Taking down
these lots into a lot bank most likely will be seen by UDF as a compliance with their request and
not as a strategic maneuver to de5|gned to significantly reduce UDF’s leverage over the
Buffington Organization. The new lot bank entity accomplishes 2 imperative strategic goals and
significantly increases capital recovery probability for investors through both a primary and
secondary source of repayment.
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“De-leveraging plan cntd.

- Buffington to secure capital for new land development
partnership

- Secure Financing for Buffington Homes and Buffington
Land that does not require guaranty from Tom Buffington
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Retain Mackinac Partners

- Scope of Assignment:

. » Retain Mackinac Partners on behalf of the non controlling
Buffington Limited Partner Constituency in an advisory capacity to
assist the company in a comprehensive Restructure Plan.

. = Fully develop enterprise & portfolio level strategic alternatives.

. = Provide a comprehensive plan to satsify all stakeholders and
isolate current near term land position into new SPE completely
detached from existing Financing source .

- Provide Strategic plan and execution ability for Negotiations with Main
creditor

- Summary of Tasks to Perform:

. = Enterprise Level

. o Meet with Key investor principles to discuss current state of business and
alternative plans.

- o Coordinate meeting with current company management to have frank discussions
about the land pipeline and impact to value of the business

- o Negotiate and profer solution with main creditor.
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Potential Restructure Plan for Land and

Homebuilding Investment

Move Buffington Homes developed lot supply currently held by
Buffington Land Group into a Lot Bank Entity owned by existing A
share holders in Buffington Land Group and Buffington Homes

a.  New Capital to buy out existing A shareholders in HB —roughly 20m inclusive of
the Buffington Class B partners piece

b.  HB A shareholders simultaneously move re-contribute capital to new spe and
take down 20m in land and lots from Buffington Land at current contract prices
and negotiated land values receiving free and clear title to lots and land.

c.  Buffington Land Group A Shareholders receive 2m dollar capital credit in new
Land SPE

d.  Finished lots are priced back to Buffington Homes to support repayment of all
capital with a 10% annual rate of return

e. SPE sells lots to Buffington Homes and subordinates to Buffington Homes sr
debt facility on a lot by lot basis and then receives payment once home is
constructed, sold, and closed

£ All Buffington Investors exit their various investment with a 10% rate of return

going forward through an asset backed disposition plan (approximately 36
months
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Accomplished objectives

- Removed all points of leverage that UDF possesses over the
Buffington organization by extinguishing their control over the
homebuilding companies financing and its near term lot supply

- Provides a definable, risk mitigated asset backed exit for all
Buffington Investors through transferring all shareholders into a
land SPE

+ Investors have moved up in the repayment priority and are no longer
dependent on operating earnings for return of their investment

- Removes the partnerships reliance on GP’s principal guaranty,
significantly reducing the partnerships risk

- Allows for Buffington Homes to have a viable long term capital
structure with a solvent land pipeline
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