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November 16, 2020

Board of Directors of Southern Properties Capital Ltd. ("SPC")
Shimonov Law Firm, SPC's consultants and representatives in Israel

Tel Aviv

Via email

Dear Sirs,
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Without Prejudice

RE: Daniel J. Moos’s Concerns about the Independence of SPC’s Management Due to the

Continuing Improper Involvement of Brad Phillips

This office represents Mr. Daniel J. Moos, the former CEO of Transcontinental Realty Investors, Inc.
(“TCI”), the manager of Victory Abode Apartments LLC, and the CEO, co-president, and chairman
of the board of directors of Southern Properties Capital Ltd. (“SPC” or the "Company"; together
with TCI, the “Group”) since August 16, 2016.
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This letter is to advise you of our client's grave concerns vis-a-vis the independence of SPC’s
management, due to improper involvement of Mr. Brad Phillips (“Phillips™). Mr. Phillips is one of
the six beneficiaries of the May Trust (the "Trust") and, throughout the past year, has been allegedly
serving as advisor to the Trust's representative in the Group. In this regard, our client instructed us to
bring to your attention the following facts and circumstances, with the expectation that you will take
immediate action to resolve any misconduct:

1.

As you know, Mr. Moos is a highly praised manager whose term of office with SPC, was
extended by the Company's Audit Committee and board of directors (“SPC’s Board”) by
three more years only this past March. However, as you were informed at the meeting of
SPC’s Board on August 17, 2020 (the “Board Meeting”), Phillips stood behind the
termination of Mr. Moos’s positions in the Group. In addition, as part of the personnel changes
in the Group, led by Phillips, it was decided that Mr. Eric Johnson (“Johnson”) would serve
as successor for Mr. Moos, and take over all of his positions with SPC.

However, before initiating the transition between Mr. Moos and Johnson, members of SPC’s
Board raised concerns regarding the implications of such transition on the Company. This was
due to the fact the Israeli capital market is well acquainted with Mr. Moos, who successfully
managed to build SPC’s good reputation. Hence, SPC’s Board requested that, in order to ease
the transition, and for a designated period, Mr. Moos would continue his term with the
Company as co-president, together with Johnson, and assist and guide Johnson in developing
personal relations with the Israeli capital market (the “Transition Period”).

Unfortunately, during the Transition Period, Mr. Moos witnessed continuing improper
involvement on the part of Phillips in the Group’s decision-making process. Mr. Moos
believes that this involvement contradicts representations made by SPC in its prospectus to
the Company's bondholders, and contradicts statements Phillips himself made to SPC’s Board
at the Board Meeting.

Furthermore, Mr. Moos, as the senior manager entrusted with maintaining SPC's relationship
with the United States Department of Housing and Urban Development ("HUD"), has deep
concerns that Phillips's improper involvement may jeopardize the relationship with HUD and,
consequently, risk the bondholders' convertible loans.

Moreover, pursuant to Israeli law, the fact that Phillips formally acts as an advisor to the
trustees, but behind the scenes actually takes an active role in the Company's management,
may be in contradiction to the representations in SPC's prospectus and may create for the
Company legal exposure (Criminal Appeal 3506/13 David Hebi v. the State of Israel).

It should be noted that, during the Transition Period, Mr. Moos has tried to reach written
understandings with the Group to, inter alia, address these matters and prevent Phillips's
improper involvement in the Group, at least until the end of the Transition Period. However,
so far, Phillips has rejected our client's attempts to reach such understandings.

Despite the Group's unscrupulous conduct toward Mr. Moos ever since Phillips took over the
reins of management, Mr. Moos has continued to act responsibly toward SPC and its
bondholders, and was willing to serve as co-president during the Transition Period.
However, Mr. Moos is unwilling to cooperate with Phillips’s charade, which contradicts
representations made by SPC to the Israeli investing public. Therefore, unless SPC’s Board
takes immediate and vigorous action to clarify these matters and stop Phillips's misconduct —
our client will be forced to resign before the end of the Transition Period.
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9. In light of the above, we ask SPC’s Board to address the critical matters discussed in this
letter, as soon as possible, in order to maintain SPC’s independence and protect the interests
of its bondholders.

10. Our client, who has acted with the utmost integrity and loyalty towards SPC throughout his
tenure, is ready to assist SPC’s Board in this critical time, until the end of the Transition
Period.

11. This letter is not intended to and does not waive any of our client's rights, powers, privileges,
remedies, or defenses, now existing or hereafter arising, all of which are expressly reserved.

Yours sincerely,

o N7 - 4 4 g
Zvi @abb%ééﬁv.
‘Barnea Jaffa Lande & Co. Law Offices

cc:
Louis Joseph Corna, Chairman of the Board, Legal Counsel and Secretariat, SPC
Alla Dzyuba, Director and Chief Accounting Officer, SPC

Steven James Moore, Director, SPC

Erik L Johnson, Director and Co-President, SPC

Bradley Jay Kyles, Director, SPC

Joseph Shachak, External Director, SPC

Rotem Pougach Nir, External Director, SPC

Ehud Erez, Independent Director, SPC

Ravit Shtrozer, Internal Auditor, SPC
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