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Iltem 8.01 Other Events.

Redwood Mortgage Investors IX, LLC, is filing withis report, as Exhibit 99.1, the unaudited comlstéd balance
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REDWOOD MORTGAGE CORP.
and Subsidiaries
CONSOLIDATED BALANCE SHEET
(Unaudited)
December 31, 2012

ASSETS

Cash and cash equivalents

Receivables, due from affiliates/related parties
Mortgage servicing fees
Other

Prepaid expenses

Loans, net of discount of $9,238

Real estate owned (REO) held as investment, net
Advances, RMI IX, syndication costs
Brokerage-related rights, loan originations, net
Investments in affiliates

Fixed assets, net

Total assets

LIABILITIES AND STOCKHOLDERS' EQUITY

Liabilities
Accounts payable
Accrued compensated absences
Accrued liabilities, other
Due to related parties
Mortgage notes payable
Loans (formation) from affiliates, net
Deferred income taxes
Total liabilities

Stockholders’ equity
Common stock: 100,000 shares authorized,
1,000 shares issued and outstanding at stated value
Additional paid-in capital
Retained earnings
Total stockholders’ equity

Total liabilities and stockholders’ equity

The accompanying notes are an integral part ofdinsolidated balance sheet

$ 1,892,43

591,42!
297,55t

75,59¢
300,00t
3,103,37
1,674,90
7,196,41¢
172,81(
39,541

$ 1534406

$ 411,993
219,901
18,530

92,927
1,609,205
7,346,630
1,810,000
11,509,186

4,000
550,152
3,280,725

3,834,877

8 15344,063



REDWOOD MORTGAGE CORP.
and Subsidiaries
NOTES TO THE CONSOLIDATED BALANCE SHEET
(Unaudited)
December 31, 2012

NOTE 1 — ORGANIZATIONAL AND GENERAL

Redwood Mortgage Corp. (“RMC”) and its wholly-ownsdbsidiaries Gymno LLC (“Gymno”) and Weeks LLC (Béks”) are
owned by Michael R. Burwell (“Burwell”), the D. Rsisll Burwell and Carol E. Burwell 1994 Irrevocalileust (the “Trust”) and
a related Burwell family trust.

RMC, Gymno and Burwell are the general partneiRedwood Mortgage Investors VIII (“RMI VIII"). RMCrad Gymno are the
managing members of a Delaware limited liabilitynpany, Redwood Mortgage Investors IX, LLC (“RMI IX"Gymno and
Burwell are the general partners of four otheriatéd limited partnerships — Redwood Mortgage &toes IV, V, VI and VII

(“RMI IV, V, VI and VII").

The rights, duties and powers of the general amitdd partners of the partnerships are governethéylimited partnership
agreement and Sections 15900 et seq. of the Qaklf@orporations Code, and the rights, duties avdeps of the members and
managers of RMI IX are governed by the operatimgagent and Sections 17000 et seq. of the Cal#dCoirporations Code.

RMC, Burwell and Gymno, as the general partnerseveach entitled to one-third of one percent ofghafits and losses of
RMI VIII. Beginning with calendar year 2010, andhtiouing until January 1, 2020, RMC and Gymno eass$igned to Burwell,

its one-third of one percent of the profits andstssin RMI VI, in exchange for Burwell assumirgetgeneral partners’ equity
deficit in RMI VIIl. Gymno, as general partner oMR 1V, V, VI and VI, is entitled to two-thirds obne percent of the profits
and losses of each. RMC and Gymno, as the managemgbers of RMI IX, are each entitled to one-halbo& percent of the
profits and losses.

RMC, as a real estate broker licensed with theeSiatCalifornia, arranges and generally servicemsowith various maturities
for RMI VIII, the four other affiliated limited pamerships and RMI IX, all of which were organizedeingage in business as
mortgage lenders for the primary purpose of makiags secured by deeds of trust on California estdte. From time to time
RMC, from its own account, may fund loans and lagsign them to affiliates. As of December 31,20MC was servicing a
loan portfolio of approximately $82,635,000 andatoassets of $252,061,000 (which includes realtestavned (REO) of
$189,639,000) primarily for the affiliated limitgzhrtnerships and RMI IX.

NOTE 2 — SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Basis of presentation

The consolidated balance sheet includes the accmfnRMC, Gymno and Weeks at December 31, 2012.sighificant
intercompany transactions and balances have beéernaled in consolidation. RMC and its subsidiar{esllectively the
“Company”) operate on a fiscal year ending Septeribe

RMC maintains "trust accounts" to service mortgageestments made principally by the aforementiorieé limited
partnerships and RMI IX. The accompanying constéiddalance sheet does not include the activifidiseotrust cash accounts
maintained by RMC.

The accompanying consolidated balance sheet wasige: in conformity with accounting principles geaily accepted in the
United States of America.



REDWOOD MORTGAGE CORP.
and Subsidiaries
NOTES TO THE CONSOLIDATED BALANCE SHEET
(Unaudited)
December 31, 2012

NOTE 2 — SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Management estimates

The preparation of financial statements in conftymiith accounting principles generally acceptedttie United States of
America requires management to make estimates ssuhtions about the reported amounts of assetdiaitities, and
disclosures of contingent assets and liabilitiesha dates of the financial statements and thertegp amounts of revenues and
expenses during the reported periods. Such essnmatate principally to the determination of théowhnce for loan losses,
including the valuation of impaired loans, (whitkeif requires determining the fair value of thélateral), the valuation of real
estate held as investment, at acquisition and sulesdly, and the valuation of brokerage-relatedhtsg Actual results could
differ significantly from these estimates.

Collateral fair values are reviewed quarterly ahe protective equity for each loan is computed.u8ed herein, “protective

equity” is the arithmetic difference between thie falue of the collateral, net of any senior lieaad the loan balance, where
“loan balance” is the sum of the unpaid princiayances and the recorded interest. This compuat@&idone for each loan

(whether impaired or performing), and while loaeswged by collateral of similar property type areuped, there is enough
distinction and variation in the collateral thdban-by-loan, collateral-by-collateral analysisjgpropriate.

The fair value of the collateral is determined bgreise of judgment based on management’s experiefcrmed by appraisals
(by licensed appraisers), brokers’ opinion of vaJuend publicly available information on in-marketsactions. In some years
(notably 2009, 2010 and to a lesser extent 2011284@&) due to low levels of real estate transasti@amd an increased number
of transactions that were distressed (i.e., exddoyean unwilling seller — often compelled by lersler other claimants — and/or
executed without broad exposure or with market supm but with few, if any, resulting offers), mdan¢erpretation, judgment
and interpolation/extrapolation within and acrossperty types was required.

Appraisals of commercial real property generallggent three approaches to estimating value: 1jehaomparables or sales
approach; 2) cost to replace and 3) capitalized 8las/s or investment approach. These approachgsomenay not result in a
common, single value. The market-comparables approaay yield several different values depending centain basic
assumptions, such as, determining highest anduses{which may or may not be the current use);rohééng the condition
(e.g. as-is, when-completed, or for land when-katjt and determining the unit of value (e.g. ae@es of individual unit sales
or as a bulk disposition).

Management has the requisite familiarity with tharkets the company lends in generally and of tHéateoal properties
specifically to analyze sales-comparables and asBesir suitability/applicability. Management isqa@inted with market
participants — investors, developers, brokers, demd- that are useful, relevant secondary sourtafata and information
regarding valuation and valuation variability. Teesecondary sources may have familiarity with aadspectives on pending
transactions, successful strategies to optimizeeyand the history and details of specific prapsrt on and off the market —
that enhance the process and analysis that iscplarly and principally germane to establishingueain distressed markets
and/or property types (such as land held for dgratmt and for units in a condominium conversionyltidle inputs from
different sources often collectively provide thesbevidence of fair value. In these cases expectesth flows would be
considered alongside other relevant informationndgement’s analysis of these secondary sourceselasis the analysis of
comparable sales, assists management in prepegiagtimates regarding valuations, such as cadlafigir value. However, such
estimates are inherently imprecise and actualtsesalld differ significantly from such estimates.



REDWOOD MORTGAGE CORP.
and Subsidiaries
NOTES TO THE CONSOLIDATED BALANCE SHEET
(Unaudited)
December 31, 2012

NOTE 2 — SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Cash and cash equivalents

Cash represents cash and short-term, highly lispwestments with maturities of three months or.I@ssiodically, the Company
maintains cash balances at financial institutionexicess of federally insured limits.

Loans and interest income

Loans generally are stated at the unpaid prindipince (principal). Management has discretionay gmounts (advances) to
third parties on behalf of borrowers to protect tioenpany’s interest in the loan. Advances incluzlg, are not limited to, the
payment of interest and principal on a senior lerprevent foreclosure by the senior lien holdenperty taxes, insurance
premiums, and attorney fees. Advances generallgtated at the unpaid principal balance and adateeest until repaid by the
borrower.

The company may fund a specific loan originatioh afean interest reserve to insure timely integ@sgments at the inception
(one to two years) of the loan. As monthly intenggyments become due, the company funds the pagrirentthe affiliated
trust account.

If based upon current information and events, firizbable the company will be unable to collectaafiounts due according to
the contractual terms of the loan agreement, thdoaa may be designated as impaired. Impaired |l@ssincluded in
management’s periodic analysis of recoverabilifya Ivaluation allowance had been established ormgraired loan, any
subsequent payments on impaired loans are appliede fees and then to reduce first the accruttast, then advances, and
then unpaid principal.

From time to time, the company negotiates and srnit¢o loan modifications with borrowers whose leame delinquent. If the
loan modification results in a significant reduatim the cash flow compared to the original ndbe, modification is deemed a
troubled debt restructuring and a loss is recoghirethe normal course of the company’s operafitvens that mature may be
renewed at then current market rates and termsefarioans. Such renewals are not designated asradpanless the matured
loan was previously designated as impaired.

Interest is accrued daily based on the unpaid jpahdalance of the loans. An impaired loan corgsto accrue as long as the
loan is in the process of collection and is congddo be well-secured. Loans are placed on noniakstatus at the earlier of
management’s determination that the primary soofcepayment will come from the foreclosure andsaguent sale of the
collateral securing the loan (which usually ocowrsen a notice of sale is filed) or when the loandslonger considered well-
secured. When a loan is placed on non-accrualsstéte accrual of interest is discontinued; howepeeviously recorded
interest is not reversed. A loan may return to @acstatus when all delinquent interest and pridgiayments become current in
accordance with the terms of the loan agreement.



REDWOOD MORTGAGE CORP.
and Subsidiaries
NOTES TO THE CONSOLIDATED BALANCE SHEET
(Unaudited)
December 31, 2012

NOTE 2 — SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Allowance for loan losses

Loans and the related accrued interest and advameeanalyzed on a periodic basis for ultimate vebility. Delinquencies
are identified and followed as part of the loantays Delinquencies are determined based upon abaalaerms. For impaired
loans, a provision is made for loan losses to adhesallowance for loan losses to an amount censiélby management to be
adequate, with due consideration to collateraleslsuch that the net carrying amount (unpaid jp@hdalance, plus advances,
plus accrued interest less the specific allowaigegduced to the present value of future cashdldicounted at the loan’s
effective interest rate, or, if a loan is collatedependent, to the estimated fair value of thateel collateral net of any senior
loans, net of any costs to sell in arriving at regtlizable value if planned disposition of the asseuring a loan is by way of
sale.

The fair value estimates are derived from infororatavailable in the real estate markets includingjlar property, and may
require the experience and judgment of third padiech as commercial real estate appraisers akdrbro

Loans determined not to be individually impaired grouped by the property type of the underlyinigateral, and for each loan
and for the total by property type, the amount @ft@ctive equity or amount of exposure to lass,(the dollar amount of the
deficiency of the fair value of the underlying etéral to the loan balance) is computed.

Real estate owned (REO) held as investment

REO held as investment includes real estate adjtim@ugh purchase or foreclosure not being madkge sale and is either
being operated, such as rental properties; is babrgaged through the development process, incluabitajning appropriate and
necessary entitlements, permits and constructioareidle properties awaiting more favorable madanditions. REO held as
investment is recorded at acquisition at the loafethe recorded investment in the loan, plus amyssdndebtedness, or at the
property’s estimated fair value, less estimatediscés sell, as applicable. After acquisition, costsurred relating to the
development and improvement of the property arétalagged, whereas costs relating to operating ddihg the property are
expensed. Subsequent to acquisition, managememntdipally compares the carrying value of real estéd expected
undiscounted future cash flows for the purposessissing the recoverability of the recorded amouhtbe carrying value
exceeds future undiscounted cash flows, the agset®duced to estimated fair value.

REO held as investment that is being operatedpsegéted on a straight-line basis over the es@thaseful life of the property
once the asset is placed in service.



REDWOOD MORTGAGE CORP.
and Subsidiaries
NOTES TO THE CONSOLIDATED BALANCE SHEET
(Unaudited)
December 31, 2012

NOTE 2 — SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Brokerage-related rights, loan originations, net / formation loans

RMC recognized as an asset, (“brokerage-relatdutsiigoan originations, net”) the right to act &g troker in originating
mortgage loans for RMI VIII, the four other affited limited partnerships and RMI IX. Such rightsuk in brokerage
commissions to RMC when the loan is funded. Thé&aihand deferred cost of these rights is basedhenpayments for
commissions and fees made to broker-dealers orifledRMI VIII, the four other affiliated limited prtnerships or RMI IX for
investments therein. The brokerage-related rigle$aing amortized over the anticipated 25-yeaiogdsrokerage commissions
and fees are expected to be earned. The brokestaded rights for RMI 1V, V, and VI are fully amiréd. RMI IX’s offering is
ongoing and it may continue up to June 1, 2016.

RMC financed the payments of commissions to braleaters for investments received during the ofteperiod by borrowing
(“the formation loans”) from RMI VIII, the four ot affiliated limited partnerships, and RMI IX. Themation loans are non-
interest bearing and are repaid equally over amojrpate ten-year period commencing the year dlfterclose of an offering.
Interest has been imputed at the market rate efdat in effect in the years the offerings closed.

If the general partners/managing members are retnand RMC is no longer receiving payments for smwirendered, the debt
on the related formation loan is forgiven, and wiobke an offset to any impairment resulting to tlssea recognized for
brokerage-related rights.

RMC evaluates the fair value of these rights tcedwsine if the brokerage-related rights have beepaired. Fair value is
determined based on the estimated brokerage feeasbtflows to be received by RMC over the expe2tegear life of each
partnership offering's underlying loan portfolict is RMC's experience the underlying loan portfeliocrease when
partner/member capital is raised and accumulateth®first seven years after receipt of partnersihbers’ capital, and then
will begin to decline gradually over the subsequEdtyears. If the carrying value of the brokeragjeted rights, net of any
expected offset resulting from a reduction in tlebtdn the formation loans, exceeds their estimiiedalue, an allowance for
impairment of value is recognized.



REDWOOD MORTGAGE CORP.
and Subsidiaries
NOTES TO THE CONSOLIDATED BALANCE SHEET
(Unaudited)
December 31, 2012

NOTE 2 — SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Fixed assets

Fixed assets generally are stated at cost. Defimtiand amortization are computed primarily usstrgight-line and accelerated
methods over estimated useful lives ranging fronto339 years. RMC reviews long-lived assets for impant when
circumstances indicate the carrying amount of asetasnay not be recoverable. Impairment is recognize¢he sum of
undiscounted estimated future cash flows expedea@gult from the use of the asset is less tharcénging value. When an
impairment loss is to be recognized, the asset'ging value is reduced to its estimated fair value

Income taxes

The Company files its income tax returns on a clida®d basis. Income taxes are provided for thazes currently payable
and those deferred. A provision (benefit) for ineotaxes is provided for deferred taxes resultioghfdifferences in the timing
of reporting revenue and expense items for findiveiesus tax purposes.

The Company evaluated its current tax positionstersdconcluded that as of December 31, 2012, thep@oy does not have

any significant uncertain tax positions for whicheaerve would be necessary.

NOTE 3 — GENERAL PARTNER, MANAGING MEMBER AND RELAT ED PARTIES

Brokerage-related rights, loan originations, net/formation loans

Brokerage-related rights are summarized in thefalg table at December 31, 2012.

Brokerage-
Related Accumulated Years
Partnership/LLC Rights Amortization Net Reénnag
RMI VII 914,413 (896,861) 17,552 2
RMI VIII 17,634,435 (11,249,138) 6,385,297 22
RMI IX 908,881 (115,315) 793,566 25
Total $ 19,457,729 $ (12,261,314 $ 7,196,415

Additions to the brokerage-related rights (RMI IKly), net of discount, were $50,689 for the threenths ended December 31,
2012.



REDWOOD MORTGAGE CORP.
and Subsidiaries
NOTES TO THE CONSOLIDATED BALANCE SHEET
(Unaudited)
December 31, 2012

NOTE 3 — GENERAL PARTNER, MANAGING MEMBER AND RELAT ED PARTIES (continued)

Brokerage-related rights, loan originations, net/formation loans (continued)
Estimated amortization expense for each of the fiextyears and thereafter is presented in thevoiig table.

Year ending September 30,

2013 (remaining to be taken this year) $ 661,178
2014 759,041
2015 677,285
2016 597,859
2017 535,500
Thereafter 3,965,552

$ 7,196,415
RMC has determined no allowance for impairment seasiired against its brokerage-related rights.
The formation loans are non-interest bearing ardoaing repaid equally over an approximate ten-gesiod commencing the
year after the close of a partnership offeringelest has been imputed at the market rate of sttereffect during the offering.

The effective interest rates range between 3.25847af52%.

The formation loans are due as summarized in thenfimg table, as of December 31, 2012.

Year ending September 30, RMI VI RMI IX Tota

2013 $ — $ — $ —

2014 — 93,141 93,141

2015 — 93,141 93,141

2016 1,898,136 93,141 1,991,277

2017 1,674,153 93,141 1,767,294

Thereafter 4,054,722 558,842 4,613,564
Total borrowings 7,627,011 931,406 8,558,417
Less discount on imputed interest (1,082,541) 129(246) (1,211,787)
Total loans (formation), net of discount $6,544,470 $ 802,160 $ 7,346,630

If the general partners/managing members are retnane RMC is no longer receiving payments for smwirendered, the debt
on the related formation loan is forgiven, and wiobke an offset to any impairment resulting to tlssea recognized for
brokerage-related rights.

RMC at its sole discretion may make earlier thajuined payments on the loans, and any such prepagraee applied against
the earliest payment due. All prepayments arectdt in the table above.



REDWOOD MORTGAGE CORP.
and Subsidiaries
NOTES TO THE CONSOLIDATED BALANCE SHEET
(Unaudited)
December 31, 2012

NOTE 3 — GENERAL PARTNER, MANAGING MEMBER AND RELAT ED PARTIES (continued)

Brokerage-related rights, loan originations, net/formation loans (continued)

RMC acts as the broker in originating mortgage $ofomr RMI VIII and RMI IX, as well as for the otheffiliated partnerships
(RMI IV — VII). The corresponding brokerage comniisss paid by borrowers from mortgage loans madthbge funds are the
primary source of cash used to repay the formdtans. RMI VIII was prohibited by its lending bankem originating new
loans under the terms of an Amended and Restated Agreement dated October 2010, and a precedibhgdmance agreement
that was in effect in the fourth quarter of 2008tiluthe bank loan was repaid in full, Septembet20The amended loan and
forbearance agreements were the result of a temhfiie. non-payment) covenant default under thgiral loan. As a result,
RMC was denied the opportunity to receive brokeregmmissions on loan originations for RMI VIII ftine period from the
fourth quarter of 2009 continuing through SeptemB@y 2012, a period of almost three years. Durimaf period, despite
receiving no loan brokerage commissions, RMC caomtihto make the annual formation loan paymentppfaximately $1.8
million per year (or $5.4 million for the three yspfrom its own cash reserves that existed asi®fdate of the forbearance
agreement. RMC believes it would have had a reddermagument that the annual formation loan paymshbould be suspended
until such time as lending by RMI VIII was permdtéo resume and brokerage commissions could beeéabut RMC elected
not to make such a proposal and, instead, contitu@dake annual formation loan payments due to emscthat the lending
banks would view nonpayment of the formation loaraaother technical loan default that might hadettéea “distressed sale”
liquidation of RMI VIII's assets to repay the balolan, resulting in substantial loss of limited pars’ capital.

As the bank loan was fully repaid as of SeptemtBr22 RMC has temporarily suspended annual formdtan payments,
beginning with the payment due December 31, 20dr2thfe three-year period then beginning, which pedaod commensurate
with the period during which lending for RMI VIl &g prohibited by the amended and restated loareimgm and RMC was
deprived of loan brokerage commissions which wcdde been earned from the loan originations whiehtlae source of
repayments on the formation loan.

RMC will continue to make payments due on its RMIférmation loan as no disruption of lending hasweed in this fund.



REDWOOD MORTGAGE CORP.
and Subsidiaries
NOTES TO THE CONSOLIDATED BALANCE SHEET
(Unaudited)
December 31, 2012

NOTE 3 — GENERAL PARTNER, MANAGING MEMBER AND RELAT ED PARTIES (continued)

The following commissions and fees are paid bydeers to RMC.
Brokerage commissions, |oan originations

RMC earns brokerage commissions in connection thighreview, selection, evaluation, negotiation arténsion of mortgage
loans for the affiliated partnerships and RMI IK,@n amount not to exceed four percent of the patethership or RMI IX assets
per year. The loan commissions are paid by theol@nrs, and thus, are not an expense of the panipsrsr RMI IX.

Other fees

The agreements for the limited partnerships and RMprovide for other fees such as loan processesgrow, mortgage
assumption and mortgage extension fees. Such feéscairred by the borrowers and are paid to RMC.

The following fees are paid by affiliates to RMC.
Mortgage servicing fees

RMC earns loan servicing fees of up to 1.5% angualithe unpaid principal of the loan portfolio such lesser amount as is
reasonable and customary in the geographic areeewine property securing the mortgage is locatexh fRMI VIII and the four
other affiliated partnerships. Historically, RMCarged one percent annually, and at times waivediadal amounts to improve
the partnership’s earnings. Such fee waivers wetenmade for the purpose of providing the partn@shor RMI X with
sufficient funds to satisfy withdrawal requestsr m@re such waivers made in order to meet any reduevel of distributions,
as the partnerships and RMI IX have no such reduiesel of distributions. RMC does not use any #fmecriteria in
determining the amount of fees, if any, to be wdivEhe decision to waive fees and the amount,yif tmbe waived, is made by
RMC in its sole discretion. Accrued mortgage semngdees as of December 31, 2012 are approxim&eH ,425 on impaired
loans, payable when the loan is paid or at forecks

RMC earns loan servicing fees of up to 0.25% arpdiam RMI X of the unpaid principal of the logwortfolio or such lesser
amount as is reasonable and customary in the geluigrarea where the property securing the mortgatpeated.

Loan administrative fees

RMC earns a loan administrative fee in an amountoupne percent of the principal amount of each twam originated or
acquired by RMC on RMI IX’s behalf for services demed in connection with the selection and und¢irvgriof potential loans.
Loan administrative fees are payable by RMI IX upos closing of each loan.

Asset management fees

RMC as a general partner or a managing member eaonthly asset management fees for managing RMIafitl RMI IX's
loan portfolios and operations.

10



REDWOOD MORTGAGE CORP.
and Subsidiaries
NOTES TO THE CONSOLIDATED BALANCE SHEET
(Unaudited)
December 31, 2012

Interestsin profit and losses

RMC and/or Gymno, as a general partner or mandgemMd IV, V, VI, VII, VIII and RMI IX, are allocatal a portion of the 1%
allocation of profit and losses per the operatiggeaments and such other agreements as may subgdigemade among the
general partners or managers.

Reimbursement of expenses

RMC is reimbursed by RMI 1V, V, VI, VII, VI, andX for operating expenses incurred on behalf of paetnerships/LLC,
including without limitation, accounting and aufes, legal fees and expenses, postage and piepapétreports to limited
partners/members, and out-of-pocket general andinigtmative expenses. The decision to request reis@gment of any
qualifying charges is made by RMC in its sole diton.

Incentive Plan

RMC has an incentive plan for its president bageonuthe brokerage commissions and extension faee@ddy RMC. The
president shall be entitled to commission paymémnteach fiscal year calculated as the sum of dfieviing amounts: 1) Forty
percent of the first $250,000 of brokerage commoissiand extension fees earned by RMC, 2) Thirtxeerof the next
$2,000,000 in earned fees, and 3) Fifteen perdeait emaining fees earned. The commission shalbe less than fifty percent
of the president’s annual salary. The commissiall stot exceed RMC's taxable income for federabime tax purposes for any
given fiscal year. For the three months ended Dbeerd1, 2012, the commission payable is zero.

Advancesto RMI IX, syndication costs

RMC advances certain organizational and offeringe@ses on behalf of RMI IX. RMI IX is obligated teimburse RMC for
these costs up to an amount equal to 4.5% of gftexing proceeds until RMC has been fully reimlmars

Syndication cost transactions for the three moatited December 31, 2012 are summarized in thenfioliptable.

Balance, October 1, 2012 $ 1,657,761
Advances made by RMC 76,362
Repayments received from RMI IX (59,216)
Balance, December 31, 3012 $ 1,674,907
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REDWOOD MORTGAGE CORP.
and Subsidiaries
NOTES TO THE CONSOLIDATED BALANCE SHEET
(Unaudited)
December 31, 2012

NOTE 3 — GENERAL PARTNER, MANAGING MEMBER AND RELAT ED PARTIES (continued)

Investments in affiliates

Gymno's investment in affiliates is presented ia thllowing table as of December 31, 2012.

Gymno
Investment
Gymno Percent of
Net Assets Investment Net Assets

RMI IV $ 3,098,650 $ 4,029 0.13%
RMI V 1,535,319 4,932 0.32%
RMI VI 4,664,759 12,130 0.26%
RMI VII 5,992,842 6,119 0.10%
RMI VIII 196,755,078 95,423 0.05%
RMI IX, LLC 13,651,824 17,157 0.13%

Total investments in affiliates $ 225,698,472 $ 139,790

RMC acquired an investment from a limited partmeRMI VIII. This investment is accounted for undee equity method. At
December 31, 2012 the recorded value of the inwestavas $28,119.

RMC as a manager of RMI IX, has an investment inl RMof $4,901 at December 31, 2012.
Gymno LLC

Gymno’s balance sheet is presented in the followéide as of December 31, 2012.

Assets

Cash and cash equivalents $ 668,64-

Investments in affiliates 139,79(
Total assets $ 808,43:

Liabilities and Stockholders’ Equity

Accrued liabilities $ 398C
Common stock, no par, authorized 1,000,000 sh&6sk;
shares issued and outstanding 12,50(
Retained earnings 791,95¢
Total liabilities and stockholders’ equity $ 808,43-
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REDWOOD MORTGAGE CORP.
and Subsidiaries
NOTES TO THE CONSOLIDATED BALANCE SHEET
(Unaudited)
December 31, 2012

NOTE 4 — LOANS

Loans unpaid principal balance (principal)

Loan transactions are summarized in the followalge for the year ended December 31, 2012.

Secured Unsecured
Principal, October 1, 2012 $ 440,000 $ 310,100
Originated for affiliates 2,657,200 —
Assigned to RMI IX (3,097,200) —
Borrower repayments — (862)
Principal, December 31, 2012 $ — $ 309,238

At December 31, 2012, RMC had two unsecured lo@ng. loan is a demand note with a principal balafc®300,000 and an
interest rate of 7.5%. The borrower is making mbntrayments of interest only. The second loan isowned with four

affiliated partnerships. RMC's portion of the loargt of a discount of $9,238, is $0. The borrowemaking monthly payments
to 2015.

Scheduled principal payments

Scheduled principal payment dates of the performimgecured loans are summarized in the followibetas of December 31,
2012.

Year ending September 30,

2013 (remaining) $ 2,58t
2014 3,44¢
2015 3,207
2016 —
2017 —
Thereafter —
Total 9,23¢
Demand note 300,00t
Total loans, principal $ 309,23t

Loans bear interest at rates ranging from zerd®$.linterest is imputed on loans with no statedrest rate.
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REDWOOD MORTGAGE CORP.
and Subsidiaries
NOTES TO THE CONSOLIDATED BALANCE SHEET
(Unaudited)
December 31, 2012

NOTE 5 — REAL ESTATE OWNED (REO) HELD AS INVESTMENT , NET

REO held as investment, net, had the activity drahges in the impairment reserves summarized ifotfeving table for the
year ended December 31, 2012.

REO Held
REO Held Accumulated As Investment,
As Investment Depreciation Net

Balance, October 1, 2012 $ 3,280,007 $ 170,560 $ 3,109,447
Acquisitions — — —
Improvements — — —
Depreciation — 6,076 (6,076)
Balance, December 31, 2012 $ 3,280,007 $ 176,636 $ 3,103,371
Number of properties 3

RMC owns three California properties. Two of thegerties (owned by RMC) are single-family residenaed are rented. One
single-family residence is located in San Mateor@pand the other is located in Riverside Countye Tecorded investment in
these assets at acquisition was $1,778,607. The phoperty is undeveloped land in San Mateo Coyatyned by Weeks,

LLC), with a recorded investment at acquisitior&f600,000.

NOTE 6 — FIXED ASSETS

Fixed assets are summarized in the following tableecember 31, 2012.

Office equipment $ 257,174
Computer equipment 90,012
Software 36,324
Auto 71,297
Leasehold improvements 22,684
Total fixed assets 477,491
Accumulated depreciation and amortization (432,94
Fixed assets, net $ 39,547
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REDWOOD MORTGAGE CORP.
and Subsidiaries
NOTES TO THE CONSOLIDATED BALANCE SHEET
(Unaudited)
December 31, 2012

NOTE 7 — MORTGAGE NOTES PAYABLE

Mortgage notes payable activity is summarized @nfttlowing table for the three months ended Deceam®i, 2012.

Balance, October 1, 2012 $ 1,618,782
Payments (9,577)
Balance, December 31, 2012 $ 1,609,205

As of December 31, 2012, RMC has mortgage notealppayn two of the REO held as investment. One (mté&RMC) is owed
to an individual with an unpaid principal balande$d61,634 with an interest rate of 5.0%, is inserenly, and matured in
February 2013. During February 2013, among sewbi@iges, RMC and the lender agreed to extend theitgalate to August
31, 2014, for RMC to make a principal payment inrbha2013 of $65,000, and for the interest rateetmain at 5.0% until
maturity. The other note (by Weeks, LLC) is owedhree affiliated limited partnerships with an aitpprincipal balance of
$1,147,571, an interest rate of 7.0%, amortize@€years, and matures January 2016.

Future minimum principal payments are summarizeithénfollowing table at December 31, 2012.

Year ending September 30,

2013 (remaining) $ 94,755
2014 438,809
2015 45,224
2016 1,030,417
2017 —
Thereafter —
Total mortgage notes payable $ 1,609,205

NOTE 8 — PROFIT-SHARING PLAN

RMC has a defined contribution profit-sharing ptamilable to all employees upon meeting eligibitiéguirements. RMC may
make discretionary contributions to the plan ormanual basis.
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REDWOOD MORTGAGE CORP.
and Subsidiaries
NOTES TO THE CONSOLIDATED BALANCE SHEET
(Unaudited)
December 31, 2012

NOTE 9 — INCOME TAXES

The Company'’s estimated net operating loss (“NQtdjry forwards available are approximately $3,769,6r federal taxes
and $2,654,000 for California taxes at December2812. The NOLs can be carried forward twenty yédar federal taxes and
twenty years for California taxes and expire atows times through the year 2032.

Significant components of the Company’s net detktex liability are summarized in the following talat December 31, 2012.

Brokerage-related rights, loan originations, net $ 3,602,000
Net operating loss carry forwards (1,513,000)
State deferred taxes (165,000)
Other (114,000)

Net deferred tax liability $ 1,810,000

NOTE 10 - COMMITMENTS AND GUARANTEES

RMC guaranteed two loans issued by four affiliatiedited partnerships with balances totaling appmmadely $198,000 at
December 31, 2012. RMC has guaranteed to covezdpi#sany, incurred by the partnerships relatethése loans to the extent
such losses exceed the then existing reservesefased in the agreement, and related collaterallezallhe two loans are
substantially reserved for in the partnershipshléss reserves.

RMC has contracted with an independent serviceawfer computer processing services for the paships’ and RMI IX
accounting functions related to the individual istees at approximately $8,750 per month. The cohthas expired and the
parties are operating under the automatic one-gxansion with a stated 5% increase in fees, wiglgptiating a new long-term
contract. RMC receives reimbursement of a majotigorof its computer processing expenses from e dffiliated limited
partnerships and RMI IX.

RMC rents its office space under a non-cancelaplraiing lease agreement through December 31, Z0%8lease requires
monthly payments of $25,644 with stated annualdases. RMC has two, five year options to renewi¢aise.

Noncancelable future minimum lease payments urdetdase are as follows as of December 31, 2012.

Year ending September 30,

2013 (remaining) $ 300,443

2014 100,148

Thereafter —
Total $ 400,591

NOTE 11 — SUBSEQUENT EVENTS

RMC has evaluated events through April 15, 2018 di#te the balance sheet was available for issuance

None
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