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Part |
Forward-Looking Statements

Certain statements in this Report on Form 10-K Wwiace not historical facts may be considered fouwaoking statements
within the meaning of Section 27A of the Securithet of 1933, as amended, and Section 21E of tleer8es Exchange Act
of 1934, as amended, including statements regartiagcompany’s expectations, hopes, intentionsefsebnd strategies
regarding the future. Forward-looking statementduicle statements regarding future interest ratelsemonomic conditions
and their effect on the company and its assetsdsrén the California real estate market, estimate® the allowance for loan
losses, estimates of future member redemptions3 20thualized yield estimates and beliefs relatmdghe impact on the
company from current economic conditions and treindhe financial and credit markets. Actual resuttay be materially
different from what is projected by such forwardhong statements. Factors that might cause suckfereshce include
unexpected changes in economic conditions and eisiterates, the impact of competition and competitpricing and
downturns in the real estate markets in which thmmany has made loans. All forward-looking statetsi@md reasons why
results may differ included in this Form 10-K arade as of the date hereof, and we assume no dbligatupdate any such
forward-looking statement or reason why actualltesuay differ.

Item 1 — Business

Overview

Redwood Mortgage Investors IX, LLC (the “companig)a Delaware limited liability company formed irctober 2008 to
make loans secured primarily by first and secoretideof trust on California real estate. Redwoodtlyagre Corp. (“RMC”)
and its wholly-owned subsidiary Gymno LLC (“Gymndaije the managers of the company. The addres® afaimpany and
the managers is 900 Veterans Blvd., Suite 500, RedvCity, California 94063. The mortgage loansd¢bepany invests in
are arranged and are generally serviced by RMCha&t Burwell is the president and majority shardépl(through his
holdings and beneficial interests in certain trustlRMC.

In June 2009, the Securities and Exchange Commi¢SIEC) declared the company’s Registration Statemigective and the
company commenced its initial public offering. km& 2012, the company filed with the SEC a seceqéstration statement
on Form S-11 which, as declared effective in Decm#012 and subsequently amended, provides fooffeeing of up to
150,000,000 units of its membership interests @ ghblic and 37,500,000 units to its members puntstaits distribution
reinvestment plan.

Offering proceeds are released to the company pplied to investments in mortgage loans and thereeny or reimbursement
of organization and offering expenses. The amot@ihbans the company funds or acquires will depepdnuthe number of
units sold in the public offering and the resultamgount of the net proceeds available for investrireloans.

The following summarizes the status of the offefmgceeds, at $1 per unit, as of December 31, 2012:

» Proceeds from investors in applicant status at Bibee 31, 2012 (later accepted by the managers);9%6,267
» Proceeds under our distribution reinvestment plamfelecting members: $636,405

 Proceeds from premiums paid by RMC: $128'464

e Total proceeds from units sold from October 5,208rough December 31, 2012: $15,681,136

(1) If a member acquired units through an unsolici@e,sthe member’s capital account will be creditétth the capital
contribution plus the amount of the sales commissidf any, paid by Redwood Mortgage Corp. thatsgrecially
allocated to the member.

The rights, duties and powers of the managers aechbrars of the company are governed by the compaspesating
agreement and the Delaware Limited Liability Compaat.

The managers are solely responsible for managidtisiness and affairs of the company, subjedtdorsbting rights of the
members on specified matters. Any one of the mensagcting alone has the power and authority tof@acand bind the
company.



Members representing a majority of the outstandinigs may, without the concurrence of the managarte to: (i) dissolve
the company, (ii) amend the operating agreemeiijestito certain limitations, (iii) approve or dgaove the sale of all or
substantially all of the assets of the companyigr iemove or replace one or all of the managetse @escription of the
company's operating agreement contained in theaedial statements provides only general infornmatio

A majority in interest of the members is requiredetect a new manager to continue the company essiafter a manager
ceases to be a manager due to its withdrawal.

Profits and losses are allocated among the mendmmsrding to their respective capital accounts mgrafter 1% of the
profits and losses are allocated to the managées.aliocation to the managers (combined) may noe¢eck 1%. The monthly
results are subject to subsequent adjustment esuét of quarterly and year-end accounting andnteygp Members may elect
to have all or a portion of their monthly distritarts reinvested in additional units, subject to dkeilability of units under the
distribution reinvestment plan. Members may withdritom the distribution reinvestment plan with weit notice. No
provision for federal and state income taxes (othan an $800 state minimum tax) is made in thenfamal statements since
income taxes are the obligation of the membersidf when income taxes apply. Investors should npeetxthe company to
provide tax benefits of the type commonly assodiatéh limited liability company tax shelter invesénts.

There are substantial restrictions on transfettgtbdif units and accordingly an investment in thenpany is non-liquid.

Members have no right to withdraw from the companyo obtain the return of their capital accountdbleast one year from
the date of purchase of units. In order to pro\adeertain degree of liquidity, we have adopted i r@demption program,
whereby after the one year period, a member mageradall or part of their units, subject to cerfainitations.

Members should refer to the company's operatingeagent for a more complete description of the giows.
Lending and Investment Guidelines, Objectives and fiteria

The company’s primary objectives are to make inmesits which will:

e Yield a high rate of return from mortgage lending;
« Preserve and protect our capital; and
e Generate and distribute cash flow from operationeftments to members.

Loans are arranged and generally serviced by RM€.cbmpany generally funds loans:

» Secured by deeds of trust on real property lociaté€zhlifornia;

» Having monthly payments of interest only or priradipnd interest at fixed rates, calculated on e&f-amortization
basis;

» Having maturities of 5 years or less, not to excEegears.

The cash flow and the income generated by the pexmlerty securing the loan factor into the creditidions, as does the
general creditworthiness, experience and reputasfothe borrower. For loans secured by real prgpesther than owner
occupied personal residences, such considerationgh are subordinate to a determination that &éheevof the real property
is sufficient, in and of itself, as a source ofagment. The amount of the loan combined with thistanding debt and claims
secured by a senior deed of trust on the real ptpgenerally will not exceed a specified perceatafithe appraised value of
the property (the loan to value ratio or LTV) asedmined by an independent written appraisal atithe the loan is made.
The loan-to-value ratio generally will not excedtb@for residential properties (including multi-fdyj 75% for commercial

properties, and 50% for land. The excess of theevaf the collateral securing the loan over ourt dglol any senior debt owing
on the property, is the “protective equity.”

We believe our LTV policy gives us more potentiabtective equity than competing lenders who furahk with a higher
LTV. However, we may be viewed as an “asset” lerisheged on our emphasis on LTV in our underwritingcpss. Being an
“asset” lender may increase the likelihood of pagtrdefaults by borrowers. Accordingly, the compangy have a higher
level of loan-payment delinquency and loans deseghas impaired for financial reporting purposemtthat of lenders, such
as banks and other financial institutions subjedeteral and state banking regulations, whichtypially viewed as “credit”

lenders.



Recently adopted regulations and enacted fedegalldtion impact the lending to non-commercial desitial borrowers by
requiring the lender consider a borrower’s abildymeet payment obligations specified in the loaouinents. The manager is
monitoring developments and, if and when applicatile adjust underwriting and lending practices aatingly. Residential
lending on owner occupied properties subject tolelgéslation and regulations generally has not beaignificant portion of
the loans made by the company.

The company’s investment criteria and policiesragee fully described under the section entitled/&stment Objectives and
Criteria,” at pages 63 and following of the companyrospectus, dated December 4, 2012, which isrparated herein by
reference.

Secured Loan Portfolio

See Note 4 (Loans) to the financial statementaided in Part I, Item 8 of this report for a degdilpresentation on the secured
loan portfolio, which presentation is incorporabgdthis reference into this Iltem 1.

Competition

The mortgage lending business is highly competitared the company will compete with numerous eisthed entities, some
of which have more financial resources and expeeen the mortgage lending business. Major congrstitn providing
mortgage loans include banks, savings and loarcia®ms, thrifts, conduit lenders, mortgage baskerortgage brokers, and
other entities both larger and smaller than thep=omy.

In the period from inception to 2012, many comjppesitreduced or eliminated their real estate lendictgity due to declines
in real estate values, increases in loan delingasrand foreclosures and/or liquidity issues. Addilly, the declines in real
estate values coupled with reduced overall salesrafinancing activity reduced the overall demand Ibans. With the

substantial real estate valuation declines tha¢ iaken place over the last several years far feagowers have the ability to
provide adequate security to back their loan retguéinderwriting standards have increased. Additignrecent legislation

has restricted loans that the company will consfdading. Competition from other lenders has dexdiwith fewer active

lenders in the market but fewer loan opportuniggsst. Those loans that qualify for funding havedrae more difficult to

find. The company has been able to capitalizehenréduction in lenders as it has experiencedadivelincrease in capital
available for lending. As additional capital issed we can compete in funding more as well agtdgans.

Regulations

We are subject to various federal, state and lleged and regulations that affect our business,rdest below. The description
below and elsewhere in this Form 10-K, does nopgurto be complete and is qualified in its entirbly reference to the
applicable laws and regulations.

Regulations Applicable to Mortgage Lenders and Bers

We and RMC, which arranges and generally servicesoans, are heavily regulated by laws governérgling practices at the
federal, state and local levels. In addition, psae for further regulation of the financial seesdndustry are continually being
introduced.

These laws and regulations to which we and RMGsabgect include those pertaining to:

» real estate settlement procedures;

 fair lending;

e truthin lending;

» compliance with federal and state disclosure regouénts;

» the establishment of maximum interest rates, finatiarges and other charges;

» loan servicing procedures;

» secured transactions and foreclosure proceedings; a

» privacy regulations providing for the use and sa#rding of non-public personal financial informatiof borrowers.



Some of the key federal and state laws affectingbosiness include:

Real Estate Settlement Procedures Act (RESIRESPA primarily regulates settlement proceduoesdal estate
purchase and refinance transactions on resideitidlunit) properties. It governs lenders’ abilityrequire the
use of specified third party providers for vari@estlement services, such as appraisal or escnaices. RESPA
also governs the format of the good faith estintdttvan transaction charges and the HUD-1 escrdtiesgent
statement.

Truth in Lending Act.This federal act was enacted in 1968 for the @sgpof regulating consumer financing and
is implemented by the Consumer Financial ProtecHBareau (CFPB). For real estate lenders, this egires,
among other things, advance disclosure of certain terms, calculation of the costs of the loadexmonstrated
through an annual percentage rate (APR), and peevior the right of a consumer in a refinance tatisn on
their primary residence to rescind their loan wittiiree days following signing.

Home Ownership and Equity Protection Act (HOEPA]J &alifornia Covered Loan LawHOEPA was passed in
1994 to provide additional disclosures for certaiosed-end home mortgages with interest rates aad in
excess of certain percentage or amount threshbldsse regulations primarily focus on additionatttisure with
respect to the terms of the loan to the borrover timing of such disclosures, and the prohibitiéicertain loan
terms, including balloon payments and negative #madion. The Consumer Financial Protection Bureau
(CFPB) has recently issued additional rules whidhay lower the interest rate and fees threshatdsising more
loans to be ‘covered’ under the regulation, b) expahe prohibitions against certain loan terms]uidiag
prepayment penalties, and c) require that all egre of HOEPA loans first obtain home ownershipnsmling
by a HUD-approved counselor. These changes wilbimeceffective in January, 2014. The failure to ctymyth
the regulations will render the loan rescindableujp to three years. Lenders can also be heldklifaslattorneys’
fees, finance charges and fees paid by the borrawdrcertain other money damages. Similarly in fQatia,
Assembly Bill 489, which was signed into law in 208nd became effective as of July 1, 2002, as Eiah@ode
Section 4970, et. seq., provides for state regquiatf “high cost” residential mortgage and consuroans
secured by liens on real property, which are etmalr less than the Fannie Mae/Freddie Mac confagniboan
limits, with interest rates and fees exceedingréage percentage or amount threshold. The law pitshcertain
lending practices with respect to high cost loamsluding the making of a loan without regard te tiorrower’s
ability to repay the debt. When making such lodesders must provide borrowers with a consumerlalsce,
and provide for an additional rescission perio@ptd closing the loan.

Mortgage Disclosure Improvement AdEnacted in 2008, this act amended the Truth mdireg Act regulating
the timing and delivery of loan disclosures forrabbrtgage loan transactions governed under RESPA.

Home Mortgage Disclosure AcfThis act was enacted to provide for public actesgtatistical information on a
lenders’ loan activity. It requires lenders to thse certain information about the mortgage loawsiginates and
acquires, such as the race and gender of its cesspthe disposition of mortgage applications, medevels and
interest rate (i.e. annual percentage rate) inftioma

Red Flags RuleThe Red Flags Rule, which became effective onusug, 2009, requires lenders and creditors to
implement an identity theft prevention programderitify and respond to loan applications in whicé misuse
of a consumer’s personal identification may be sotgl.

Graham-Leach-Bliley Act.This act requires all businesses that have atoesmsumers’ personal identification
information to implement a plan providing for sdtpmeasures to protect that information. As pdrtthas
program, we provide applicants and borrowers witloy of our privacy policy.



« Dodd-Frank Act The act enhanced regulatory requirements on hgnkintities and other organizations

considered significant to U.S. financial marketsheTact also provides for reform of the asset-backed

securitization market. We do not expect these @adr regulatory changes will have a material diefect on
our business or operations. The act imposes sigmifinew regulatory restrictions on the originatonl servicing
of residential mortgage loans, under sections aoieg “Mortgage Reform and Anti-Predatory Lending6r
example, these provisions require when a consuazar s made, the lender must make a reasonablgaod
faith determination, based on verified and docueemiformation concerning the consumer’s finansitlation,
whether the consumer has a reasonable abilityp@yre residential mortgage loan before extendieddhn. The
act calls for regulations prohibiting a creditoorfr extending credit to a consumer secured by a-togh
mortgage without first receiving certification froam independent counselor approved by a governagaricy.
The act also adds new provisions prohibiting ballpayments for defined high cost mortgageise Act also
established the CFPB, giving it regulatory autlyoatver most federal consumer lending laws, inclgdinose
relating to residential mortgage lending.

« Homeowner's Bill of RightsEffective January 1, 2013, the state of Califormiandated specific loan servicing
rules on all servicers of consumer loans securesifgle family 1-4 owner occupied residential finsbrtgages.

There are two categories of servicers defined m ldw, small servicers which conducted 175 or fewer

foreclosures in the preceding calendar year, amge laervicers whose foreclosure volume exceedshtieshold.
Among the requirements of the law are, establishroéma single point of contact for borrowers toales loan
servicing issues and to request loan modificatigm®-foreclosure notice and disclosure requiremeats
prohibition against ‘dual tracking’ in which the rgeer proceeds with a foreclosure while simultamsyp
considering a loan modification, and a requirentbat foreclosure notices be reviewed, complete aswlirate
(no ‘robo-signing’). This law provides for a prieatight of action by borrowers against their leisg@rhich could
result in lengthy and costly delays in processiomé loan foreclosures in the state.

« Federal Loan Servicing RegulatioriBhe CFPB has recently released final rules fovisielg consumer loans on
single family 1-4 residential properties. Theseesulvill become effective in January, 2014. Among kKey
restrictions are a) timing form and content of péit billing statements and adjustable rate moegagfices, b)
notice and timing requirements for forced-placeuiasce, c) single point of contact requirements| dhloss
mitigation requirements. Small servicers, definedhase servicing 5,000 or fewer mortgages, arenpké&om
much of the regulation.

Recent or Pending Legislation and Regulatory Prajss

The recent credit crisis has led to an increasedsfty federal, state and local legislators andladgry authorities on entities
engaged in the financial-services industry gengraltincipally banks, and on the mortgage indusipgcifically, principally
with respect to residential lending to borrowersowhtend to occupy the residence. A broad varidtyegislative and
regulatory proposals are continually being congideand such proposals cover mortgage loan prodloas, terms and
underwriting standards, risk management practiceeclosure procedures and consumer protectionpa@l of which could
significantly affect the mortgage industry. Thesgians are intended to make it possible for quadifborrowers to obtain
mortgage financing to purchase homes, refinancetiegi loans, avoid foreclosure on their homes, andurb perceived
lending abuses. It is too early to tell whethesthkegislative and regulatory initiatives, actiamsl proposals will achieve their
intended effect or how they will affect our busis@sd the mortgage industry generally.

Proposed Amendments to the U.S. Bankruptcy C&ilece 2008, proposed legislation has been intreditefore the
U.S. Congress for the purpose of amending Chaftém drder to permit bankruptcy judges to modifytam terms in
certain mortgages in bankruptcy proceedings, atipsacommonly known as cramdown. Presently, Chap8does
not permit bankruptcy judges to modify mortgagebarikrupt borrowers. While the breadth and scopbetferms of
the proposed amendments to Chapter 13 differ greaime commentators have suggested that suclhalémiscould
have the effect of increasing mortgage borrowingicand thereby reducing the demand for mortgdgesghout the
industry. It is too early to tell when or if any thfe proposed amendments to Chapter 13 may beeehastproposed
and what effect any such enacted amendments tot€hsap would have on the mortgage industry. Sorsalland
state governmental authorities have taken, andotre contemplating taking, regulatory actionequire increased
loss mitigation outreach for borrowers, includirng timposition of waiting periods prior to the fifjrof notices of
default and the completion of foreclosure sales andome cases, moratoriums on foreclosures dhiege



e Consumer Financial Protection Bureau’s QM Rule &@rdposed QRM RulelUnder the Dodd-Frank Act, the CFPB
is charged with writing rules to implement two namderwriting standards, Qualified Mortgages (QMJl &ualified
Residential Mortgages (QRM). Although these twoutations affect different areas of consumer finarthey have
similar definitions under Dodd-Frank, and their levpentation will most likely have a similar effesfthin the
mortgage lending industry. Under Dodd-Frank, seizeris will be required to retain a 5% interestaimy securities
they issue, unless 100% of the securities in tieriofy meet the Qualified Residential Mortgage dt@ad. The
Qualified Mortgage will provide a safe harbor taders in meeting the “ability to pay” requiremeim<odd-Frank.
If a residential loan is underwritten under the @M guidelines, it will be presumed to be in coraplie. To limit
their liability, most institutional lenders will &nbe interested in writing loans that fall withthe QM and QRM
standards. If the rules are written with very narrstandards, it could have the possible effectmfstricting the
availability of credit to real property. It is acipated that the QRM rule will be issued in the ¢l2013. The QM rule
has been issued by the CFPB, and will become aféeitt January, 2014.

General Economic Conditions

The San Francisco Bay Area, including the South/8ifigon Valley, and the Los Angeles metropolitaieaare our most
significant locations of lending activity and theoeomic vitality of these regions — as well as pleeformance of the national
economy and the financial markets — is of primanpartance in determining the availability of newd@ng opportunities and
the performance of previously made loans.

Employment has improved, but progress has been sglbthe current pace, a full recovery likely wilke several more years.

In its March 18, 2013 report, the Wells Fargo Ecoims Group observed “improvement is still clearlyident from
California’s latest employment figures, even thotigh state’s unemployment rate remained stubbdrigly at 9.8 percent. ...
California’s unemployment rate has fallen 1.2 petage points over the past year, as civilian empknt increased 2.0
percent and the civilian labor force rose justfiegcent.”

In the lending areas in which we have the greatmstentration of our loans, San Francisco Counigsmployment rate was
6.9 percent in September 2012 (7.8 percent in Jand)the Los Angeles/Long Beach/Glendale metrapolérea was 10.2
percent in September 2012 (11.1 percent in Jurie.t&chnology sector, which is a significant drivethe San Francisco Bay
Area economy and in employment, shows no signdoefisg. To date, real estate values continue ttecefupward pressure
from the increase in employment in the region.

Commentators have confirmed this trend in recoggizhe housing market finally might have turned ldveg-awaited corner
in 2012. As the Wells Fargo Economics Group Housthgrtbook: January 2013 states “The housing regdimally asserted
itself in 2012, with nearly every key metric pogtimeasurable improvement from prior years. Saldspaices both rebounded
solidly this past year, and new home constructieadily gained momentum over the course of the.yeargress has been
made in dealing with the imbalances left over friti@ housing boom. The share of delinquent loanglbaseased, as has the
distressed share of existing home sales and thgogiron of mortgages in a negative equity positiblowever, important
questions remain as to how large a role investachases have played in stabilizing home prices; tnueh credit availability
has truly improved; and, what the government’s molmortgage finance will ultimately be.”

This being the case, cautious optimism remainsotider of the day, as pricing levels and marketvagticontinue to trend

positively, but only time will tell whether this jpnovement is a result of sustainable economic imgmmeent or short-term
opportunism. As the Wells Housing Chartbook of 2amR013 further recognizes, “Sales of new homss 9.9 percent to
367,000, while sales of existing homes, condomisiamd townhomes rose 9.2 percent to 4.65 milliand® But some of the
stabilization in home prices is undeniably tiedthe influx of investors that have come in and pasgd homes, many for
cash.”

More broadly, the United States Gross Domestic Beb¢GDP) according to the “third” estimate, incsed by 0.4 percent in
the fourth quarter of 2012. GDP increased 3.1, dnfsl, 2.0 percent for the third, second, and fitgtrters, respectively. GDP
growth remains stubbornly low, reflecting genertitades that the recovery-taking place is slovagfie and uneven. The
Federal Reserve continues to help support econoaaizvery by maintaining a highly accommodative stafor monetary
policy, purposefully keeping the target range fbe ffederal funds rate at 0 to ¥4 percent. Furthes, Rederal Reserve
anticipates economic conditions likely will contaato warrant these exceptionally low levels for fisderal funds rate at least
through late 2014, and anticipates it will continugrchasing $40 billion of mortgage-backed sea@sitplus $45 billion of
longer-term Treasury bonds each month, keepingeleteym mortgage and other interest rates lowen thay would be
otherwise.
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Item 1A — Risk Factors

In considering our future performance and any fodalaoking statements made in this report, the nwlteisks described
below should be considered carefully. These factbrsuld be considered in conjunction with the oihésrmation included

elsewhere in this report.

MORTGAGE LENDING AND REAL ESTATE RISKS

If We Are Unable to Raise
Substantial Funds, We Will Be
Limited in the Number and Type
of Properties We May Finance

Suitable Mortgage Loans May
Not Be Available From Time to
Time, Which Could Reduce Your
Return on Investment

Loan Defaults and Foreclosures
May Adversely Affect Us

The ongoing offering of units to raise capital &g made on a “best efforts”
basis, which means the broker-dealers participatinghe offering are only
required to use their best efforts to sell oursiaitd have no firm commitment
or obligation to purchase any of the units. Assulte we cannot assure you that
any specific amount of gross proceeds will be rdhidgeyond amounts
previously raised. The maximum amount of this affgy at $1 per unit, is up to
150,000,000 units in the primary offering and up3®%500,000 units in the
distribution reinvestment plan. To the extent wi Igss than such maximum
amount and thus have less proceeds, we will originad acquire fewer loans
resulting in less diversification in terms of thenmber of properties financed,
the geographic regions in which such propertieslacated and the types of
properties securing the mortgages in which we invés such event, the
likelihood of our profitability being affected byhe performance of any one of
our investments will increase. Your investment i anits will be subject to
greater risk to the extent that we lack a diveeslifportfolio of mortgage assets.
In addition, our fixed operating expenses, as aqeage of gross income,
would be higher, and our financial condition andligbto pay distributions
could be adversely affected if we are unable teerauibstantial funds.

Our managers receive referrals from a variety efses, but will only arrange
loans that satisfy our investment criteria. Theligbto find suitable loans is
more difficult when the economy is weaker and thsress activity in the real
estate market. For example, currently the residlemhd commercial real estate
markets in the San Francisco Bay Area are recoyefiiom a significant
downturn in investment and purchase activity inrtierket and less demand for
mortgage loans. From time to time a similar declmelemand for loans may
occur, and we may be unable to find a sufficiemhber of suitable loans which
could leave us with excess cash. In such eventyilhenake short term, interim
investments in government obligations, certificatédeposit, money market or
other liquid asset accounts, with the offering pexts pending investment in
suitable loans. Interest returns on these invedsnare usually lower than on
mortgage loans, which would reduce our profits gnadyield to members.

We are engaged in the business of lending andyas sve are subject to the
risk that borrowers may be unable to repay thedosa have made to them in
accordance with the terms of the loan agreemenst NM@ns will be interest
only or interest with small periodic repaymentgdhcipal. This means:

e The loans are structured to provide for relativatyall monthly payments,
typically interest only, with a large “balloon” pangnt of principal due at
the end of the term. Many borrowers are unableeftay such loans at
maturity out of their own funds and are compelleddfinance or sell their

property.
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Our Entry Into Workout
Agreements with Delinquent
Borrowers Could Lead to a Loss
of Revenue

We Must Rely on Appraisals
Which May Not Be Accurate or
May Be Affected by Subsequent
Events

« Defaults and foreclosures may increase if the emgnaveakens or if
interest rates increase, which may make it moricdif for borrowers to
refinance their loans at maturity or sell theirgeay.

» If a borrower is unable to repay the loan and defawe may be forced to
acquire the property at a foreclosure sale. Ifomanot quickly sell or
refinance such property, and the property doespmotiuce income in
excess of expenses, our profitability will be adedy affected.

« Recently enacted borrower protection laws, botheFadand in California,
impose additional notice and disclosure requiresant lenders which
may slow or limit a lender’s ability to exercisenedies against residential
real property collateral (principally one to fouanfily properties),
including rights to sell the property in a foreclos sale and certain rights
of tenants residing in the properties. We are awsrether proposed
federal and state legislation under consideratidnichy if enacted, may
significantly limit a lender’s ability to exercisemedies against residential
real property collateral following a borrower’s datft in the performance
of its loan obligations.

In addition, any litigation instituted by a defanfj borrower or the operation of
the federal bankruptcy laws may have the effecteddlying enforcement of the
lien of a defaulted loan and may in certain circtanses reduce the amount
realizable from sale of a foreclosed property. ierit is a charge against the
property of which the holder may cause the proptotpe sold and use the
proceeds in satisfaction of the lien. In the eveat right to foreclose is

contested, the legal proceedings necessary toveesbé issue can be time-
consuming. A judicial foreclosure may be subjectntost of the delays and
expenses of other litigation, sometimes requiriny to several years to
complete.

We may periodically enter into workout agreementthwworrowers who are
past maturity or delinquent in their regular paytsermypically, a workout
agreement allows the borrower to extend the matuddte of the balloon
payment and/or allows the borrower to make curreanthly payments while
deferring for periods of time, past due paymenis allows time to pay the
loan in full. In the event we enter into workour@gments, we may experience
a loss of revenue, which could adversely affectpofitability and the returns
to our members.

We will rely on appraisals prepared by unrelatdddtparties to determine the
fair market value of real property used to secure loans. We rely on such
appraisals for, among other matters, determiningaan-to-value ratios. In the
case of a loan made in connection with a pendingpgnty purchase, an
appraisal may, for various reasons, reflect a higirelower value than the
purchase amount; we will nevertheless base our-toamlue ratios on the
appraised value, rather than on such purchase amfgncannot guarantee that
such appraisals will, in any or all cases, be ateuor that the appraisals will
reflect the actual amount buyers will pay for thegerty. If an appraisal is not
accurate, our loan would not be as secure as weigated. In the event of
foreclosure, we may not be able to recover oureimtivestment. Additionally,
since an appraisal fixes the value of real propettya given point in time,
subsequent events could adversely affect the \aldlee real property used to
secure a loan. For example, if the value of theperty declines to a value
below the amount of the loan, the loan could becanaer-collateralized. This
would result in a risk of loss for us if the boremdefaults on the loan.
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Our Emphasis on the Collateral
Value of the Real Estate Securing
our Loans May Increase the Risk
of Loan Defaults and Foreclosures

We Compete With Many Other
Mortgage Lenders for Loans
Which Could Lead to Lower
Yields and Fewer Lending
Opportunities

Some of Our Loans are Junior in
Priority and More Difficult and
Costly to Protect

The cash flow and the income generated by themegderty that is to secure

the loan are factors affecting our decision to makmarticular loan, as are the
general creditworthiness, experience and reputatfaihe borrower. For loans

secured by real property, other than owner occuperdonal residences, those
considerations are subordinate to a determinatiat the value of the real

property is sufficient, in and of itself, as a smuof repayment. The amount of
the loan combined with the outstanding debt animdasecured by a senior
deed of trust on the real property generally witit rexceed a specified

percentage of the appraised value of the propdgy lpan-to-value ratio) as

determined by an independent written appraisahattime the loan is made.

The loan-to-value ratio generally will not excedd¥/@for residential properties

(including multi-family), 75% for commercial progirs, and 50% for land. The

excess of the value of the collateral securingltize over our debt and any
senior debt owing on the property is the “protextaquity.” Our emphasis on

asset based lending may increase the risk of l&dautls by borrowers and

foreclosures.

Increased competition for mortgage loans could leadeduced yields and
fewer investment opportunities. The mortgage legdivusiness is highly
competitive, and we compete with numerous estaddigntities, some of which
have more financial resources and experience immihitgage lending business
than our managers. We will encounter significaninpetition from banks,
insurance companies, savings and loan associatimorsgage bankers, pension
funds, real estate investment trusts and otherelsndith objectives similar in
whole or in part to ours.

We anticipate that our loans will eventually be etfsified as to priority
approximately as follows:

 first mortgages — 40-60%

» second mortgages (which will be junior to a firsirtgage) — 40-60%

» third mortgages (which will be junior to the twohet mortgages)
— 0-10%.

The lien securing each loan will not be junior tcorm than two other

encumbrances (a first and, in some cases a seawdl af trust) on the real

property which is to be used as security for ttenldn the event of foreclosure
under a second or third deed of trust the debtreddoy a senior deed(s) of trust
must be satisfied before any proceeds from the shlide property can be

applied toward the debt owed to us. To protectjonior security interest, we

may be required to make substantial cash outlayssimh items as loan

payments to senior lien holders to prevent theredtosure, property taxes,
insurance, repairs, maintenance and any other egpeassociated with the
property. These expenditures could have an adediset on our profitability.
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We Make Construction Loans
Which May Subject Us to Greater
Risks

We Make Rehabilitation Loans
Which May Subject Us to Greater
Risks

We may make construction loans up to a maximum @¥ lof our loan
portfolio. Construction loans are those loans madéorrowers constructing
entirely new structures or dwellings, whether resiéal, commercial or multi-
family properties. Investing in construction loambjects us to greater risk than
loans related to properties with operating hisgrié we foreclose on property
under construction, construction will generally &de be completed before the
property can begin to generate an income streacowd be sold. We may not
have adequate cash reserves on hand with respgonitr encumbrances
and/or construction loans at all times to proteat security. If we have
inadequate cash reserves, we could suffer a losgrahvestment. Additionally,
we may be required to obtain permanent financintpefproperty in addition to
the construction loan which could involve the pawpief significant fees and
additional cash obligations for us. As of Decentkier2012, we had not funded
any construction loans.

In addition to construction loans, we may make afglitation loans” to finance
remodeling, adding to and/or rehabilitating an #&mxg structure or dwelling,
whether residential, commercial or multi-family pesties. We may make
rehabilitation loans up to a maximum of 15% of man portfolio. Investing in
rehabilitation loans subjects us to greater risithtandard acquisition loans for
properties. If we foreclose on a property undergoiremodeling or
rehabilitation, such remodeling or rehabilitationll wgenerally have to be
completed before the property can realize the igatied increase in value from
such remodeling or rehabilitation. We may not hadequate cash reserves on
hand with respect to junior encumbrances and/abiitation loans at all times
to protect our security. If we have inadequate aaskrves, we could suffer a
loss of our investment. Additionally, we may be uiegd to obtain permanent
financing of the property in addition to the reHadiion loan which could
involve the payment of significant fees and addailocash obligations for us.
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Owning Real Estate Following
Foreclosure Will Subject Us to
Additional Risks

The Newly Effective Consumer
Financial Protection Bureau
Could Increase Our
Administrative Burdens

If a borrower is unable to pay our loan or refiraiicwhen it is due, we may
elect to institute foreclosure proceedings agaiti& borrower to secure
satisfaction of the debt. Although we may immediatee able to sell the
property, sometimes we will be required to own preperty for a period of
time. We will be subject to certain economic arability risks attendant to
property ownership which may affect our profitatyiliThe risks of ownership
will include the following:

e The property could generate less income for us thancould have
earned from interest on the loan.

» If the property is a rental property we will be végd to find and keep
tenants.

»  We will be required to oversee and control opegatiRpenses.

»  We will be subject to general and local real estate: economic market
conditions which could adversely affect the valfithe property.

*  We will be subject to any change in laws or redofe regarding taxes,
use, zoning and environmental protection and hazard

« We will be required to maintain insurance for pnapeand liability
exposures such as potential liability for any igjtinat occurs on or to
the property.

* We will be subject to state and federal laws ar@hllonunicipal codes
and penalties relating to tenant retention and rientenance and
upkeep of lender owned properties.

« We may be subject to federal and state tax lawsragdlations with
respect to the tax treatment of items of our incomain, loss or
deductions for real estate held for investmenttadegind/or sale, which
in turn may result in federal and state tax paynam filing exposure
for our members.

Established under the Dodd-Frank Act, the Consufiaancial Protection
Bureau, or CFPB, is charged with authority overfetleral consumer lending
regulations and with implementing a large number federal consumer
legislation, including ECOA, RESPA, the Fair Lemgliict, the Truth in
Lending Act, the Home Ownership and Equity Protat#\ct and the Mortgage
Disclosure Improvement Act. Residing within the Eed Reserve, the CFPB
has been officially operating since July 21, 20hladdition to its regulatory
authority, the CFPB will have examination authotyer all federal and state
non-depository lending institutions, including ngatje brokers and lenders. In
January 2012 the CFPB released examination proesdaor loan servicing and
for loan origination. The company is subject to gible examination by the
CFPB. Such examinations, as well as regulation<CREB might issue in the
future, could ultimately increase our administratburdens and adversely affect
the return to our members.
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If We Decide to Develop Property
Acquired by Us, We Will Face
Many Additional Risks

Bankruptcy and Legal
Limitations on Personal
Judgments May Adversely Affect
Our Profitability

Unintended Violations of Usury
Statutes May Adversely Affect Us

If we have acquired property through foreclosureotirerwise, there may be
circumstances in which it would be in our bestriest not to immediately sell
the property, but to develop it ourselves. Depegdipon the location of the
property and market conditions, the developmentedoy us could be either
residential (single or multi-family) or commerci@evelopment of any type of
real estate involves risks including the following:

*  We will be required to rely on the skill and finaalcstability of third
party developers and contractors.

* Any development or construction will involve obtaig local
government permits. We will be subject to the tiskt our project does
not meet the requirements necessary to obtain {erseits.

« Any type of development and construction is subfeatelays and cost
overruns.

* There can be no guarantee that upon completiolneofiévelopment that
we will be able to sell the property or realizerafip from the sale.

» Economic factors and real estate market conditiomsld adversely
affect the value of the property.

As of December 31, 2012, we had not foreclosedpaagerties.

Any borrower has the ability to delay a foreclosgae by us for a period
ranging from several months to several years orenty filing a petition in
bankruptcy. The filing of a petition in bankruptaytomatically stops or “stays”
any actions to enforce the terms of the loan. Emgth of this delay and the
costs associated with it will generally have an eadg impact on our
profitability. We also may not be able to obtaipersonal judgment against a
borrower.

Usury laws impose restrictions on the maximum &déethat may be charged on
our loans. Subject to applicable requirements dif@aia law, loans originated
by a licensed California real estate broker orcerigsed California Finance
Lender will be exempt from applicable Californiaung provisions. Since
Redwood Mortgage Corp., a licensed California esstihte broker and a holder
of a California Finance Lenders license, or CFletise, originates our loans,
our loans should be exempt from applicable stat@iryusprovisions.
Nevertheless, unintended violations of the usuajusés may occur. In such an
event, we may have insufficient cash to pay any atms, thereby adversely
affecting our operations. We could also lose ouirerninvestment. We also
intend to apply for a CFL license in the name otfiReod Mortgage Investors
IX, LLC, to provide additional flexibility in estdishing the usury exemption.
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If We Make High Cost Mortgages,
We Will Be Required to Comply
With Additional Regulations

We Operate in a Highly Regulated
Industry and the Failure to
Comply with Such Regulations
Will Materially Adversely Affect
Our Business

Although we anticipate making relatively few loahat would qualify as “high
cost mortgages,” as defined by regulations of tR€E, the failure to comply
with these regulations could adversely affect ushigh cost mortgage is any
loan made to a consumer secured by the consuméntipgal residence if either
(i) the annual percentage rate exceeds by more8¥arthe yield on Treasury
securities having comparable periods of maturityfifst mortgages, or 10% for
junior mortgages or (i) the total fees payableabgonsumer at or before closing
exceed 8% of the total loan amount. These reguisgimarily focus on:

e additional disclosure with respect to the termstioé loan to the
borrower;

» the timing of such disclosures; and

» the prohibition of certain terms in the loan indhgl balloon payments
and negative amortization.

The failure to comply with the regulations, everhé failure was unintended,
will render the loan rescindable for up to threarge The lender could also be
held liable for attorneys’ fees, finance charged faes paid by the borrower
and certain other money damages.

In addition, under California law residential matg and consumer loans
secured by liens on primary residences in amouess lthan the Fannie
Mae/Freddie Mac conforming loan limit are considete be “high cost loans”
if they have (i) an annual percentage rate at I8¥#staibove the interest rate on
U.S. Treasury securities of a comparable matudty(ii) points and fees in
excess of 6% of the loan amount, exclusive of thiatp and fees. While it is
unlikely that we would make many high cost loaihg failure to comply with
California law regarding such loans could have ificant adverse effects on us.
The law prohibits certain lending practices witlspect to high cost loans,
including the making of a loan without regard te thorrower’s income or
obligations. When making such loans, lenders mustige borrowers with a
consumer disclosure, and provide for an additiomeatission period prior to
closing the loan. The reckless or willful failuee comply with any provision of
this law, including the mandatory disclosure prins, could result in, among
other penalties, the imposition of administrativenalties of $25,000, loss or
suspension of the offending broker’'s license, adl ws exposure to civil
liability to the consumer/borrower (including thenposition of actual and
punitive damages).

The mortgage business has traditionally been higbgulated. The costs of
complying with these regulations could adverselfgcfour profitability, and
violations of these regulations could materiallwexdely affect our business
and financial results. Recently, the turmoil in dodustry has led to various
proposed new legislation, rules and regulationsfdgeral, state and local
authorities relating to the origination and semvigiof mortgage loans. If
enacted, these initiatives could result in delagededuced collections from
mortgagors, limitations on the foreclosure procasd generally increased loan
origination and servicing costs. These legislatind regulatory initiatives could
ultimately increase our administrative burdens addersely affect the returns
to our members.
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Since We Are Not Regulated As a
Bank, Our Members and
Borrowers May Have Fewer
Protections

Larger Loans May Result in Less
Diversity and May Increase Risk

Use of Borrowed Money May
Reduce Our Profitability or Cause
Losses Through Liquidation

Changes in Interest Rates May
Affect Your Return on Your
Investment

Although we are engaged in mortgage lending, we @undaffiliates are not
banks and accordingly, are not generally subjetitédederal and state banking
regulations, policies and oversight applicable aoks. For example, banks are
subject to federal regulation and examination k& Federal Deposit Insurance
Corporation, or FDIC, which insures bank deposjigaiapplicable limits. The
operations of banks are also subject to the regulaand oversight of the
Federal Reserve Board and state banking regulaBasks are required to
maintain a minimum level of regulatory capital incardance with stringent
guidelines established by federal law. Federal state banking agencies also
regulate the lending practices, capital structurgestment practices and
dividend policy of banks, among other things.

Because we and our affiliates are generally notjestibto the capital
requirements and other regulations and oversigipliGgble to banks, our
members and borrowers may not have the same |dv@ratections and
safeguards afforded to owners and customers ofshank

Investing in fewer, larger loans generally decrsaséversification of the
portfolio and increases the risk of loss and thssjiide reduction in profits and
yield to our members in the case of a delinquerfcguch a loan. However,
since larger loans generally will carry a somewhather interest rate, our
managers may determine, from time to time, thatlatively larger loan is
advisable for us. Our maximum investment in a la@lhnot exceed 10% of the
then total gross proceeds of our offerings.

We are permitted to borrow funds for the purposenwdking loans, for
increased liquidity, reducing cash reserve neederaany other proper purpose
on any terms commercially available. We may asalfjar a portion of our loan
portfolio and/or all or a portion of real estatattlwe own as security for such
loans. Our managers may not leverage more thanoandotal indebtedness
may not at any time exceed, 50% of members’ capital

Changes in the interest rate will have a partityladverse effect on us if we
have borrowed money to fund loans. Borrowed monilylikely bear interest

at a variable rate, whereas we are likely to beingafixed rate loans. Thus, if
prevailing interest rates rise, we may have to paye in interest on the
borrowed money than we make on loans to our bom&awihis will reduce our
profitability or cause losses through liquidatiohl@ans in order to repay the
debt on the borrowed money. It is possible that ceeld default on our
obligation if we cannot cover the debt on the bard money.

We expect that our loans will typically have fixextes and the majority of our
loans will be for terms of one to five years. Cansently, due to the terms of
our loans, if interest rates rapidly increase, sutérest rates may exceed the
average interest rate earned by our loan portftfliorevailing interest rates rise
above the average interest rate being earned bioanrportfolio, you may be
unable to quickly sell your units, as they are laguid investment, in order to
take advantage of higher returns available froneothvestments. In addition,
an increase in interest rates accompanied by & sigbply of mortgage funds
may make refinancing by borrowers with balloon pawpts difficult or
impossible. This is true regardless of the markelues of the underlying
property at the time such balloon payments are blusuch event, the property
may be foreclosed upon.
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Marshaling of Assets Could Delay
or Reduce Recovery of Loans

We May Provide Loans to
Borrowers Who Are in Default
Under Other of Their Obligations

We May Face Potential Liability
for Toxic or Hazardous
Substances

Moreover, we expect that the majority of our loarils not include prepayment
penalties for a borrower paying off a loan priorntaturity. The absence of a
prepayment penalty in our loans may lead borroweersfinance higher interest
rate loans in a market of falling interest ratehisTwould then require us to
reinvest the prepayment proceeds in loans or altienshort term investments
with lower interest rates and a corresponding loyield to members.

As security for a single loan, we may require arter to execute deeds of
trust on other properties owned by the borroweaddition to the property the
borrower is purchasing or refinancing. In the evafra default by the borrower,
we may be required to “marshal” the assets of theodwer. Marshaling is an
equitable doctrine used to protect a junior liedieolwith a security interest in a
single property from being “squeezed out” by a sefienholder, such as us,
with a security interest not only in the propetbyt in one or more additional
properties. Accordingly, if another creditor of therrower forced us to marshal
the borrower’s assets, foreclosure and eventualvezg of the loan could be
delayed or reduced, and our costs associated thkrewuld be increased.

The cash flow and the income generated by thepegderty that is to secure
the loan are factors affecting our decision to makgarticular loan, as are the
general creditworthiness, experience and reputaifahe borrower. For loans
secured by real property, other than owner occup@donal residences, those
considerations are subordinate to a determinatiat the value of the real
property is sufficient, in and of itself, as a smuof repayment. Accordingly,
loans may be made to borrowers who are in defamtteu other of their
obligations (e.g., to consolidate their debts) drowdo not have sources of
income that would be sufficient to qualify for I@afrom other lenders such as
banks or savings and loan associations. There ggseater risk that such
borrowers will default under loans we make to them.

If we take an equity interest in, management cémfoor foreclose on any of
the loans, we may be considered the owner of them@perty securing such
loans. In the event of any environmental contanomatthere can be no
assurance that we would not incur full recoursbility for the entire cost of
any such removal and cleanup, even if we did notkabout or participate in
the contamination. Full recourse liability meansttlany of our property,
including the contaminated property, could be soldrder to pay the costs of
cleanup in excess of the value of the property hickv such contamination
occurred. In addition, we could incur liability tenants and other users of the
affected property, or users of neighboring propeibcluding liability for
consequential damages. Consequential damages amagds that are a
consequence of the contamination but are not aesfsired to clean up the
contamination, such as lost profits of a business.
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If Properties We Own Contain
Hazardous Substances, We Could
Be Required to Pay for Their
Removal or Clean Up

Conflicts May Arise if We
Participate in Loans With Other
Programs Organized by Our
Managers

The Reduced Availability of
Mortgage Loans and the Volatility
and Reduced Liquidity in the
Financial Markets May Adversely
Affect Our Results

Certain Economic Events Could
Cause Declines in Cash Flows

If we became the “owner” of any real property camitey hazardous substances,
we would also be exposed to risk of lost revenugtng any cleanup, the risk
of lower lease rates or decreased occupancy iéxistence of such substances
or sources on the property were a health risk elfail to remove the substances
or sources and clean up the property, federale,stat local environmental
agencies could perform such removal and cleanugh 8gencies would impose
and subsequently foreclose liens on the propertyhe cost thereof. We may
find it difficult or impossible to sell the propgrprior to or following any such
cleanup. If such substances are discovered aftesell¢he property, we could
be liable to the purchaser thereof if our manageev or had reason to know
that such substances or sources existed. In sgeh we could also be subject to
the costs described above.

If we are required to incur such costs or satisighsliabilities, this could have a
material adverse effect on our profitability. Additally, if a borrower is
required to incur such costs or satisfy such liadd, this could result in the
borrower’s inability to repay its loan from us.

In certain limited circumstances and subject to giiance with applicable

regulations or guidelines, we may participate ian® with other programs

organized by our managers, where we purchase tiofiat undivided interest

in a loan. Our portion of the total loan may be Wenaor greater than the

portion of the loan made by the other programs. ¥bould be aware that
participating in loans with other programs orgadizey our managers could

result in a conflict of interest between us and managers as well between us
and such other programs, in the event that theolem defaults on the loan and
our managers protect the interests of other prograwhich they have

organized, in the loan and in the underlying seguri

Following the 2008 financial crisis and the resigti so-called “Great
Recession,” the constrained credit markets offarefemortgage loan options,
stricter loan qualifications and other constraimsthe availability of mortgage
financing, which make it more difficult for some rhowers to finance the
purchase or refinance of real estate. These fabtors caused reduced levels of
investment and purchase activity and may increasdikelihood of defaults on
our loans and, consequently, reduce our profits aod ability to pay
distributions to our members.

Certain events such as general economic downtueegssions, depressions,
dramatic changes in interest rates and periodigpfidity can disrupt expected
cash returns from mortgage lending. These typeswveits are difficult to
predict and can occur unexpectedly.
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Our Operating Results May be
Affected by Economic and
Regulatory Changes That Have
an Adverse Impact on the Real
Estate Market

Beginning in 2008 and still continuing to some aegitoday, the economic
events and ramifications of the so-called “Greatd®sion” caused great
disruption to a number of industries, includinggfiicial services, real estate and
mortgage lending. During this period, mortgage &gsdhroughout the country
experienced increased loan delinquencies, loanutiefand foreclosures well
above normal. In 2008, our sponsors were operdtimge public and two
private mortgage programs with investment objestisinilar to ours. Each of
these programs had a significant portion of theamnks become delinquent,
which often resulted in these programs acquiring rsal estate securing the
loans. The migration from current loans to delingu®ans and then to real
estate owned significantly reduced the programshdiows as well as caused
them to incur losses due primarily to increaselan loss reserves and losses
upon the sale of real estate owned. Even whenehkestate owned by these
programs generated rental revenue, that revenugralgndid not fully replace
the cash flows that were previously generated bypdo

The reduced cash flows in Redwood Mortgage Invesiiil, one of the
programs operated by our sponsors, required theess®on of limited partner
capital liquidations in March 2009 in order to ntain adequate cash
availability to meet partnership expenses and piegufficient cash to protect
partnership assets.

Redwood Mortgage Investors VIII had leveraged istfplio with a line of
credit. In 2010, as a result of a technical defewits financial loan covenants, a
forbearance agreement and an amended loan agreemententered into with
the lender causing the line of credit principal amioto be fixed and repaid in
installments on an accelerated basis, includingaterother covenants and
conditions. Redwood Mortgage Investors VIII male final payment owing in
September 2012.

Should as significant an economic deterioratioruo@gain, we could suffer the
same declines in cash flows and increases in logingliencies as was
experienced by mortgage lenders in general duhiggpteriod of financial crisis
and Great Recession.

Our operating results will be subject to risks gallg associated with the
ownership of assets related to the real estatestnguncluding:

« changes in interest rates and availability of magtgloans;
« changes in general economic or local conditiond; an
» changes in tax, environmental, zoning and othdre=tate laws.

Due to these reasons, among others, we cannoteagsur that we will be
profitable or that we will maintain profitability.
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The Concentration of Loans with
a Single Borrower May Increase
Our Risks

INVESTMENT RISKS

We Have a Limited Operating
History and We Cannot Assure
You That We Will Be Successful
in the Marketplace

Lack of Liquidity of Units
Increases Their Risks

We may invest in multiple secured loans that stlammmon borrower. The
aggregate of our loans, however, to any one bomamay not exceed 10% of
the gross proceeds of our offerings of units. Téekibuptcy, insolvency or other
inability of any borrower that is the subject of ltiple loans to pay interest or
repay principal on its loans would have adverseat$f on our income and
reduce the amount of funds available for distritmutto members. The more
concentrated our portfolio is with one or a fewrowrers, the greater credit risk
we face. The loss of any one of these borrowerdovoave a material adverse
effect on our financial condition and results oégtions.

We were organized in 2008 and commenced activeatipas in October 2009.
Consequently, we have a limited operating histardyich makes it difficult to
evaluate our future prospects. You should congsidemprospects in light of the
risks, uncertainties and difficulties frequentlyceantered by companies that
are in a similar stage of development. The padbpaance of other mortgage
programs sponsored by our managers is not nedgssalicative of our future
performance and there can be no assurance thatilvachieve comparable
results.

To be successful in this market, we must, amongrdttings:
» identify and make loans that further our investrabjectives;
» expand and maintain our network of participatingker-dealers;

e attract, integrate, motivate and retain qualifiedspnnel to manage our
day-to-day operations;

* respond to lending competition as well as to coitipatfor potential
investors; and

e continue to build and expand our operational stmgcto support our
business.

We cannot guarantee we will succeed in achieviegedhgoals, and our failure
to do so could cause our investors to lose sontleedf investment.

There are substantial restrictions on the tranbfinaof the units. You will not
be free to sell or transfer your units at will, ahdy may not be acceptable by a
lender as security for borrowing. No public tradintarket for the units is
expected to exist after the offering. It is highiglikely that a public trading
market will ever develop. The California Commissorof Corporations also
imposes a restriction on sale or transfer, exaggptcified persons, because of
the investor suitability standards that apply tpuachaser of units who is a
resident of California. Units may not be sold ansferred without consent of
the Commissioner, except to family members, otlodddrs of units, and us.
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You are Limited in Your Ability
to Have Your Units Redeemed
Under Our Unit Redemption
Program

There is No Assurance You Will
Receive Cash Distributions

We May Pay Distributions From
Sources Other Than Cash Flow
From Operating Activities Which
Will Result in Fewer Funds
Available to Invest in Mortgages
and Could Reduce Our Members’
Overall Return

Our operating agreement also imposes substanstlations upon your ability
to transfer units. The operating agreement provigeswith a limited right to
redeem units, subject to certain limitations arglilements. The amount that a
redeeming member will receive from the companyaisda on the lesser of the
purchase price paid by the redeeming member orrédeeming member’s
capital account balance as of the date of eachmgiilen payment. A capital
account is a sum calculated for tax and accoumtingoses, and may be greater
than or less than the fair market value of such besia interest in the
company. The fair market value of your units wil orelevant in determining
amounts to be paid upon redemption. As describedeatthe amount received
by a redeeming member may, under certain circuroesanbe based on the
member’s capital account balance as of the dataoli redemption payment,
rather than the date of the redemption requestoriiegly, the amount paid to
a member upon redemption may not reflect the redegmember’s capital
balance as of the date on which the redemptionetquas made. In addition,
your units may not be readily accepted as collateraa loan. Consequently,
you should consider the purchase of units only lasg-term investment.

Our unit redemption program contains significargtrietions and limitations
that limit your ability to redeem your units. Thember of units you may
redeem per quarter will be subject to a maximurnthefgreater of 100,000 units
or 25% of your units outstanding. In addition, wil wot, in any calendar year,
redeem from all of our members a total of more th& (or in any calendar
quarter, redeem more than 1.25%) of the weightedaae number of all units
outstanding during the twelve month period immealiaprior to the date of the
redemption.

Moreover, our managers reserve the right, in thele discretion, at any time,

to reject any request for redemption, or to suspantrminate the acceptance
of new redemption requests without prior notice tmrterminate, suspend or
amend the unit redemption program upon 30 daystewrinotice. Therefore, in

making a decision to purchase units, you shouldassume that you will be

able to sell any of your units back to us purstamtur redemption program.

We will fund redemptions solely from available caang cash flow and will not
establish a reserve from which to fund redemptigkscordingly, we cannot
guarantee that we will have sufficient funds tocamodate all redemption
requests made in any given year.

Our managers and their affiliates will be paid aesnbursed by us for certain
services performed for us and expenses paid orbelalf. We will bear all
other expenses incurred in our operations. Allhefse fees and expenses are
deducted from cash funds generated by our opegapioipr to computing the
amount that is available for distribution to youurOmanagers, in their
discretion, may also retain a portion of cash fugeliserated from operations for
working capital purposes. Accordingly, there is amsurance as to when or
whether cash will be available for distributionsytou.

In the event we do not have enough cash flow frperating activities to fund
our distributions, we may need to defer or redudgtridutions or fund
distributions from cash on hand, which may inclydeceeds from offerings
and loan repayments from borrowers.
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You Must Rely on Our Managers
for Management Decisions; You
Will Have No Control Over Our
Operation

Because We Do Not Have
Independent Directors, Members
May Have Less Protection
Against Affiliated Transactions
and Conflicts of Interests

Because We Do Not Have an
Audit or Compensation
Committee, Members Will Have
to Rely on Our Managers, Who
are Not Independent, to Perform
These Functions

Your Ability to Recover Your
Investment on Dissolution and
Termination Will Be Limited

All decisions with respect to our management wdlhade exclusively by our
managers. In addition, our managers arrange andragnservice all of our
mortgage loans. Our success will, to a large extiagiend on the quality of our
management, particularly as it relates to lendiegiglons. You have no right or
power to take part in our management. Accordingby should not purchase
any of the units offered unless you are willing ¢atrust all aspects of
management to our managers. You should carefulfuate our managers’
capabilities to perform such functions.

We are managed by our managers who have varioutictorof interest in
connection with their management of us. We do maetha board of directors or
any independent directors. The absence of indepémtieectors may leave our
members with less protection against affiliatechsections and conflicts of
interest arising out of our relationship with ouamagers and their affiliates and
similar matters. These include arrangements putsigawhich our managers
and their affiliates are compensated by us. lfoactiare taken by our managers,
or expenses are incurred that are not in our bdsteists, it could have a
material adverse effect on our business and opesati

Since the units are not listed for trading on domatl securities exchange, we
are not subject to certain of the corporate govareaules established by the
national securities exchanges pursuant to the Basb@xley Act of 2002.
Among other things, these rules relate to indepeindeector standards, audit
and compensation committees standards and the fuse audit committee
financial expert. Accordingly, our members will nadceive the protections
these rules and standards were enacted to praidé, as protections against
interested director transactions, conflicts ofiegt and similar matters.

We do not have an audit or compensation commifiea result, members will
have to rely on our managers, none of whom arepigsident, to perform these
functions. Thus, there is a potential conflict mat our managers, who are
engaged in management, will participate in decsiooncerning management
compensation and audit issues that may affect neanewt performance.

In the event of our dissolution or termination, f®ceeds realized from the
liquidation of assets, if any, will be distributédl the members only after the
satisfaction of claims of creditors. Accordinglyouy ability to recover all or

any portion of your investment under such circumsts will depend on the
amount of funds so realized and claims to be $adisfrom those proceeds.
Additionally, if you have elected to reinvest yadistributions into additional

units through your participation in our distributiceinvestment plan, you could
lose such reinvested distributions in addition he @mount of your initial

investment.
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We Established the $1 Per Unit
Offering Price on an Arbitrary
Basis

Our Managers and Their
Affiliates May Purchase Units

We May Be Unable to Insure
Against Certain Kinds of Losses

Our Anticipated Concentration of
Mortgages in the San Francisco
Bay Area Exposes Us to Greater
Risks of Loss if the Local
Economy Weakens

We arbitrarily determined the $1 per unit sellinice for our offerings of units
as well as the $1 per unit price for reinvestmendistributions. Such price
bears no relationship to our book or asset val@gh price also is not
necessarily the amount you may receive pursuanyotrr limited right to
redeem units, subject to certain requirements. dimeunt that a redeeming
member will receive is the lesser of the purchagzegdor the redeemed units or
the redeeming member’s capital account balance fathe date of each
redemption payment. The fair market value of yotieriest in the company will
be irrelevant in determining amounts to be paidnugalemption.

Our managers and their affiliates may, in theircdition, purchase units for
their own account. The maximum amount of units thay be purchased by our
managers or their affiliates is 1,000,000 units,@®0,000). Upon any such
purchases of units, our managers or their afféiatél have the same rights as
other members in respect of the units owned by thectuding the right to vote

on matters subject to the vote of members, subjentrtain exceptions.

We will require comprehensive insurance, includifige and extended
coverage, which is customarily obtained for or byeader, on properties in
which we acquire a security interest. Generallghsimsurance will be obtained
by and at the cost of the borrower. However, thaee certain types of losses
(generally of a catastrophic nature, such as diglurbances and acts of God
such as earthquakes, floods and slides) which iinereuninsurable or not
economically insurable. Should such a disasterrooglor cause the destruction
of, any property serving as collateral for a loar,could lose both our invested
capital and anticipated profits from such investténaddition, on certain real
estate owned by us as a result of foreclosure, &g raquire homeowner’'s
liability insurance. However, insurance may not heailable for theft,
vandalism, land or mud slides, hazardous substamcearthquakes on all real
estate owned and losses may result from destruaiiorandalism of the
property which would adversely affect our profiléii

We expect that a significant majority of our loam#l be secured by properties
located in nine counties that comprise the San disao Bay Area (San
Francisco, San Mateo, Santa Clara, Alameda, Co@tsta, Marin, Napa,
Solano and Sonoma). As is the case nationallyrdbielential and commercial
real estate markets in California, including then $F@mancisco Bay Area, have
experienced a downturn. Our anticipated conceptratif loans in the San
Francisco Bay Area exposes us to greater riskss iiothe economy in the San
Francisco Bay Area weakens than would be the daseriloans were spread
throughout California or the nation. The San Fracwci Bay Area economy
and/or real estate market conditions could be wsedkéy:

* an extended economic slowdown or recession inréwes a
» overbuilding of commercial and residential propesii

» relocation of businesses outside of the area deednomic factors such
as high cost of living and of doing business witthia region;
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You Will Be Bound by Decision of
Majority Vote

The Formation Loan May Be
Forgiven Under Certain
Circumstances

» increased interest rates, thereby weakening thergereal estate market;
and

» reductions in the availability of credit.

If the economy were to weaken, it is likely thaerdh would be more property
available for sale, values would fall and lendimgaortunities would decrease. In
addition, a weak economy and increased unemploye@ut adversely affect
borrowers resulting in an increase in the numbéoaris in default.

Subject to certain limitations, members holding @arity of units may vote to,
among other things:

« dissolve and terminate the company;
« amend the operating agreement, subject to ceftaitations;
e approve or disapprove the sale of all or substliyaél of our assets; and

e remove or replace one or all of our managers ait eldditional or new
managers.

If you do not vote with the majority in interest tdie other members, you
nonetheless will be bound by the majority vote. @anagers will have the
right to increase our current offering of unitsamnduct additional offerings of
units without obtaining your consent or the congdrany other member.

We will loan to Redwood Mortgage Corp., a manafierds in an amount equal
to the sales commissions and amounts payable inection with unsolicited

sales. The formation loan will be an unsecured libet will not bear interest
and will be repaid in annual installments. Durthg offering period, Redwood
Mortgage Corp. will make annual installments of -d@eth of the principal

balance of the formation loan as of December 3ithef prior year. Such
payment will be due and payable by December 3heffollowing year. Prior

to the termination of our offering of units, theérmipal balance of the formation
loan will increase as additional sales of units arade each year. Upon
completion of the offering, the balance of the fatimn loan will be repaid in

10 equal annual installments of principal, withonterest, commencing on
December 31 of the year following the year therirfgterminates.

A portion of the amount we receive from redeemingmbers as early
redemption penalties may first be applied to redheeprincipal balance of the
formation loan. This will have the effect of redugithe amount owed by
Redwood Mortgage Corp. to us. If all or any onethaf initial managers are
removed as a manager by the vote of a majoritgterést of the members and a
successor or additional manager begins using drer tdan brokerage firm for
the placement of loans or loan servicing, Redwooartyage Corp. will be
immediately released from any further payment @biagn under the formation
loan. If all of the managers are removed, no othanagers are elected, the
company is liquidated and Redwood Mortgage Corpndslonger receiving
payments for services rendered, we will forgive diebt on the formation loan
and Redwood Mortgage Corp. will be immediately askd from any further
obligations under the formation loan. The non-ies¢rbearing feature of the
formation loan will have the effect of slightly dilng your rate of return, but to
a much lesser extent than if we were required &v b# of our own syndication
expenses out of the offering proceeds.
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You Will Have Limited Ability to

Liquidate Your Investment Prior
to the End of Our Term and May
Experience Delays in Receiving

Distributions Upon Liquidation

Our Managers Have Limited
Assets Which May Affect Their
Ability to Fulfill Their Obligations
to Us

Delays in Investment Could
Adversely Affect Your Return

We Cannot Precisely Determine
Compensation to be Paid to Our
Managers and Their Affiliates

Payment of Fees to Our Managers
and Their Affiliates Will Reduce
Cash Available for Investment

and Distribution

Under our operating agreement, we will continueopeerate until October 8,
2028, unless our term is extended by the vote ofagority in interest of the
members. While we do not currently intend to cegserations prior to the end
of our term and do not anticipate providing liqtydio our members prior to
such time (other than on a limited basis throughumit redemption program),
we may dissolve and terminate earlier upon the menae of various events
described in our operating agreement or by operatb law. Upon our
dissolution, our managers will seek to promptlyidate our assets for the best
price reasonably obtainable and to use any proctedatisfy our debts, and
then to distribute any remaining proceeds to oumbers and managers in
accordance with the terms of our operating agreéntdéowever, there is no
assurance that our managers will be successfuligmdhting us on our
anticipated termination date or any earlier dissotudate. Delays in liquidation
may arise due to market conditions and other fadb@yond the control of our
managers. In the event we are unable to liquidatergorior to the end of our
anticipated term, you and other members may nogivecdistributions of
remaining proceeds, if any, in a timely mannertalia

Our managers have limited assets and financialiress. As a result, they may
not be unable to fulfill their obligations and resgibilities to us. Our managers
also serve as the sponsors and managers of othegage programs and have
legal and financial obligations with respect to stheother programs.
Additionally, they may have contingent liability rfdhe obligations of such

other programs. To the extent that our managersregaired to expend a
significant portion of their assets and financiglsaurces to satisfy their
obligations or liabilities to such other programsatherwise, their ability to

fulfill their financial and other obligations to usay be adversely affected.

A delay will occur between the time investors pasdh our units in our ongoing
offering of units and the time the net proceedthefoffering are invested. This
delay could adversely affect the return paid. ldeorto mitigate this risk,
pending the investment of the proceeds, funds lvéllplaced in highly liquid,
short-term investments designated by our manag&esinterest earned on such
interim investments is expected to be less thanirttezest we would earn on
loans.

Our managers and their affiliates are unable todiptethe amounts of
compensation to be paid to them. Any such predicticould necessarily
involve assumptions of future events and operategults which cannot be
made at this time. As a result, there is a risk thambers will not have the
opportunity to judge ahead of time whether the censation realized by our
managers is commensurate with the return genebgtéue loans.

Our managers and their affiliates will perform seeg for us in connection with
the offer and sale of the units, the selection acguisition of our investments
and the administration of our investments. They bél paid substantial fees for
these services, which will reduce the amount oh@silable for investment in
properties or distribution to members.
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Working Capital Reserves May
Not be Adequate

We May be Required to Forego
More Favorable Investments to
Avoid Regulation Under
Investment Company Act of 1940

Conflicts May Arise as a Result of
Our Managers’ Legal and
Financial Obligations to Other
Mortgage Programs

Conflicts May Arise_From Our
Managers’ Allocation of Time
Between Us and Other Activities

The Amount of Loan Brokerage
Commissions and Other
Compensation of Our Managers
May Affect the Rate of Return to
You

We intend to maintain working capital reserves teemour obligations,
including our carrying costs and operating expen®es managers believe such
reserves are reasonably sufficient for our conticges. If for any reason those
reserves are insufficient, we will have to borrdwe tequired funds or liquidate
some or all of our loans. In the event our manageem it necessary to borrow
funds, there can be no assurance that such boigowith be on acceptable
terms or even available to us. Such a result mightire us to liquidate our
investments and abandon our activities.

Our managers intend to conduct our operations aovik will not be subject to
regulation under the Investment Company Act of 194@ong other things,
they will monitor the proportions of our funds whiare placed in various
investments and the form of such investments sonkalo not come within the
definition of an investment company under such Act.a result, we may have
to forego certain investments which would produceaae favorable return.

Our managers and their affiliates are currentlyoined with five mortgage
programs with investment objectives similar to odreey may also organize
other mortgage programs in the future with investingbjectives similar to
ours. Our managers and such affiliates have kgalfinancial obligations with
respect to these other mortgage programs thatimigarsto their obligations
with respect to us. These obligations may at tiroesflict or require our
managers to limit the resources allocated to uslaesk other programs.

Our managers and their affiliates have conflictstdrest in allocating the time
of their personnel between us and other activitiewhich they are involved.
Redwood Mortgage Corp. also provides loan brokersgeices to investors
other than us. As a result, there will exist cartdliof interest on the part of our
managers between us and the other mortgage prognaimgestors with which
they are affiliated at such time.

None of the compensation payable to our managessdetermined by arm’s-
length negotiations. We anticipate that the loavkbrage commissions charged
to borrowers by Redwood Mortgage Corp., one of managers, will average
approximately 2%-5% of the principal amount of eémdm, but may be higher
or lower depending upon market conditions. Anyéase in the loan brokerage
commission charged on loans may have a direct,rae\affect on the interest
rates we charge on loans and thus the overalbfateturn to you. This conflict
of interest will exist in connection with every lbdransaction, and you must
rely upon the fiduciary duties of our managersnumtgct your interests.
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If Our Managers Lose or are
Unable to Obtain Key Personnel
or One or More of Their Key
Personnel Decides to Compete
With Us, Our Ability to
Implement Our Strategic Plans
Could be Impaired

We Will Rely on Independent
Broker-Dealers to Sell Units in the
Offering

TAX RISKS

Risks Associated With Treatment
of the Limited Liability Company
as a Partnership for Federal
Income Tax Purposes

We depend on the diligence, experience and skKilteedain executive officers
and other key personnel of our managers and tfdiats, including Michael
R. Burwell, Diana B. Mandarino and Lorene A. Raihdifor the selection,
acquisition, structuring and monitoring of our lemgland investment activities.
These individuals are not bound by employment agesgs with the managers
or with us. If any of our managers’ key personnetravto cease their
employment with them or their affiliates, our opérg results could suffer. One
of our managers has obtained life insurance palicieMichael Burwell, one of
their key personnel. There is no assurance thdt sistirance will be sufficient
to protect against events that may adversely affactability to implement our
strategies. We also believe that our future sucdepgnds, in large part, upon
the ability of our managers or their affiliates hive and retain highly skilled
managerial, operational and marketing personnel.dafmot assure you that
they will be successful in attracting and retainswgh personnel. The loss of
key personnel and the inability of our managersite any key person could
harm our business, financial condition, cash flod eesults of operations.

We are offering the units in our ongoing offeringyadugh selected broker-
dealers who are members of FINRA. None of the brdlealers participating in
the offering will be affiliated with our sponsors @ur managers. Because we do
not have a captive or affiliated broker-dealer théll be exclusively or
primarily focused on selling our units, our ability successfully complete the
offering will depend, in large part, on our abilitp develop and maintain
relationships with a sufficient number of unaffitd participating broker-
dealers. These broker-dealers are engaged in khefaarious securities and
investment products beyond those offered by usuditeg those of competing
mortgage programs. In the event we are unablettr amo selling agreements
with a sufficient number of qualified participatingoker-dealers, or if those
participating broker-dealers engaged by us failéwote sufficient time and
attention to the marketing of our units, we mayubable to raise a sufficient
amount of funds in the offering as may be necessargnable us to be
successful.

We intend to be treated as a partnership (othen thapublicly traded

partnership) for federal income tax purposes artcha@ corporation. Although
we have received an opinion from Baker & McKenzidPLto the effect that we
will be treated as a partnership (other than aiplybtraded partnership) for
federal income tax purposes, we will not seek angulfrom the Internal

Revenue Service (“IRS”) on the tax treatment obusur members. Counsel's
opinion represents only its best legal judgmentetaspon existing law and,
among other things, factual representations pravidg our managers. The
opinion of counsel has no binding effect on the IRSany court, and no
assurance can be given that the conclusions reanhsaid opinion would be
sustained by a court if challenged by the IRS.

If we were taxable as a corporation, the “passutjind treatment of our income
and losses would be lost. Instead, we would, amathgr things, pay income
tax on our earnings in the same manner and ataime sate as a corporation,
and our losses, if any, would not be deductiblethiy members. Members
would be taxed upon distributions substantiallythe manner that corporate
shareholders are taxed on dividends. In additibwe were classified as a
publicly traded partnership but nonetheless renthiagable as a partnership,
the passive activity loss rules would apply in anmex that could adversely
affect members.
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Your Ability to Offset Income
With Our Losses May be Limited

Your Tax Liability May Exceed
the Cash You Receive

We Expect to Generate Unrelated
Business Taxable Income

We are engaged in mortgage lending. We take thizigo that we are engaged
in the active conduct of equity-financed lendingnddr the applicable
regulations, each member is required to report regglg on its income tax
return its distributive share of our income as ramgive income. Each
member’s distributive share of our losses, if anill be reported as passive
losses. Passive losses may be used to offset passvme. To the extent that
passive losses do not offset passive income, they Ipe carried forward to
offset passive income in future years. It is paossihowever, that the IRS could
assert that our income is properly treated as g@atincome for purposes of
those limitations. Such treatment is subject to ititerpretation of complex
Treasury regulations, and is dependent upon a nurabdactors, such as
whether we are engaged in a trade or businessxteat to which we incur
liabilities in connection with our activities, artie proper matching of the
allocable expenses incurred in the production a@bine. There can be no
assurance that an IRS challenge to our charadienzaf our income will not
succeed. It also is possible that we might be untbkllocate expenses to the
income produced, in which case members might fimgirtability to offset
income with allocable expenses limited by the 2%oifl on miscellaneous
investment expenses.

Your tax liabilities associated with an investménthe units for a given year
may exceed the amount of cash we distribute to duming such year. As a
member, you will be taxed on your allocable shafeour taxable income
whether or not you actually receive cash distrimai from us. Your taxable
income could exceed cash distributions you recdoregxample, if you elect to
reinvest into additional units the cash distribnsioyou would otherwise have
received. Taxable income in excess of cash digtabs also could result if we
were to generate so-called “phantom income” (taxalbkcome without an
associated receipt of cash). Phantom income coeldrdzognized from a
number of sources, including, without limitatiomyaestablished loan loss
reserves or fluctuation thereof, repayment of ppialcon loans incurred by the
company as well as imputed income due to origisalié discount, market
discount, imputed interest and significant modiiimas to existing loans.

Tax-exempt investors (such as an employee pensoefib plan or an IRA)
may be subject to tax to the extent that incomenftbe units is treated as
unrelated business taxable income, or UBTI. We dworfunds on a limited
basis, which can cause a portion of our incomeettréated as UBTI. We may
also receive income from services rendered in otfiore with making or
securing loans, which is likely to constitute UBTh addition, although we do
not currently intend to own and lease personal gntypit is possible we may
do so as a result of a foreclosure upon a defadlthough we use reasonable
efforts to prevent any borrowings and leases o$qaal property from causing
any significant amount of income from the unitshe treated as UBTI, we
expect that some portion of our income will be UBFlospective investors that
are tax-exempt entities are urged to consult thin tax advisors regarding the
suitability of an investment in units. In particylan investment in units may
not be suitable for charitable remainder trusts.
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Tax Audits Could Result in
Adjustments to Your Tax Returns

You May be Subject to State and
Local Tax Laws

The IRS may Argue that Our
Allocations to You May Not Have
Substantial Economic Effect

Changes in Tax Laws Could Have
an Adverse Effect on Your
Investment

The IRS and state tax authorities could challenggam federal and state
income tax positions, respectively, taken by uswié are audited. Any
adjustment to our return resulting from an auditabiax authority would result
in adjustments to your tax returns and might reisudtn examination of items in
such returns unrelated to your investment in théswr an examination of tax
returns for prior or later years. Moreover, we and members could incur
substantial legal and accounting costs in contgséiny challenge by a tax
authority, regardless of the outcome. Our managerserally will have the
authority and power to act for, and bind the conypeanconnection with, any
such audit or adjustment for administrative or ¢imli proceedings in
connection therewith.

The state in which you reside may impose an incameipon your share of our
taxable income. Furthermore, states such as Qaiifom which we will own
property generally impose income tax upon a mershaare of the company’s
taxable income considered allocable to such statesther or not a member
resides in that state. As a result, a nonresichember may be required to file a
tax return in California and any other such stBifferences may exist between
federal income tax laws and state and local incdaxelaws. We may be
required to withhold state taxes from distributiotts members in certain
instances. You are urged to consult with your osnddvisers with respect to
state and local tax consequences of an investmentriunits.

For U.S. federal income tax purposes, allocationgu of our items of income,

gain, loss, deduction and credit will be governgdbr operating agreement if
such allocations have “substantial economic efféldte rules for determining

whether an allocation has substantial economicceffeovide a safe harbor
under which allocations generally will be respect@dir operating agreement
does not satisfy the requirements for the subst@tionomic effect safe harbor.
However, because our operating agreement geneadlthgates profits and

losses in the same manner as cash distributionsnade, we believe these
allocations are in accordance with the membergrésts in our units and thus
should be respected. However, there can be noaassuithat the IRS will not

challenge the allocations and will not attempt ¢allocate profits and losses
among the members and/or the managers. Any sticteballenge by the IRS

to such allocations could have a material adveffeeteon your investment in

our units.

In recent years, legislative, judicial and admi@itve changes have been made
in the provisions of the federal income tax lawplaable to investments
similar to an investment in our units. Additiondlanges to the tax laws are
likely to continue to occur, and we cannot assune that any such changes will
not adversely affect the taxation of a member. 8agh changes could have an
adverse effect on an investment in our units othenmarket value of our assets.
You are urged to consult with your own tax advigdth respect to the impact
of recent legislation on your investment in unitel ghe status of legislative,
regulatory or administrative developments and psajs and their potential
effect on an investment in our units. You shoukbalote that our counsel’s tax
opinion assumes that no legislation will be enacaéfigr the date of this
prospectus that will be applicable to an investniemur units.
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ERISA RISKS

Risks of Investment by Benefit In considering an investment in the units, if yoe an employee benefit plan
Plan Investors and Other Tax- subject to ERISA, you should consider, among othérgs, (i) whether the
Exempt Investors investment satisfies the diversification requiretsesf Section 404(a)(1)(C) of

ERISA; and (ii) whether the investment is prudesitce there may not be a
market created in which you can sell or otherwisgpabse of the units. In
addition if you are a tax-qualified pension or 4)1glan or an IRA, you should
consider (i) whether a distribution of units fromtax-qualified plan or IRA
would be accepted by an IRA custodian as a rolloaed if not, the automatic
20% income tax withholding which the beneficiaryymeeed to satisfy out of
other assets that they own; and (ii) whether aireduistribution from a tax-
qualified plan or IRA commencing on the April 1lfohing the calendar year in
which the beneficiary attains age 70% or, with eesgo a tax-qualified plan
distribution, retires, if later, could cause thendfciary to become subject to
income tax that the beneficiary would need to Batisit of other assets if such
beneficiary were not able to transfer the unitsdash. Finally, all Benefit Plan
Investors, including tax-qualified pension and 4Q1flans and IRAs should
consider (i) whether the investment will impair thguidity of your plan or
other entity; and (ii) whether interests in us log tinderlying assets owned by
us constitute “plan assets” for purposes of Seectlh of ERISA or
Section 4975 of the Code which could cause cefti@nsactions with us to
constitute non-exempt prohibited transactions. BRi&juires that the assets of
a plan be valued at their fair market value ashefdiose of the plan year, and it
may not be possible to adequately value the urots fyear to year, since there
will not be a market for those units and the apiatem of any property may
not be shown in the value of the units until we eelotherwise dispose of our
investments.

Iltem 1B — Unresolved Staff Comments

Because the company is not an accelerated fildarge accelerated filer or a well-known seasonsdes the information
required by Item 1B is not applicable.

Item 2 — Properties

As of December 31, 2012 and 2011, the company owbpgqutoperties.

Iltem 3 — Legal Proceedings

In the normal course of business, the company neagpibe involved in various legal proceedings sucasaggnment of rents,
bankruptcy proceedings, appointment of receivarigwful detainers, judicial foreclosure, etc., tdace the provisions of the
deeds of trust, collect the debt owed under thengsory notes, or to protect, or recoup its investifrom the real property
secured by the deeds of trust and to resolve dispogtween borrowers, lenders, lien holders anchamécs. None of these
actions typically would be of any material importan As of the date hereof, the company is not waalin any legal
proceedings other than those that would be coresideart of the normal course of business.

Item 4 — Mine Safety Disclosures

Not Applicable
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Part Il

Item 5 — Market for the Registrant’s Units, RelatedUnitholder Matters and Issuer Purchases of EquitySecurities

Market Information

There is no established public trading market fier units, and we do not anticipate that one wiled@p. There are substantial
restrictions on transferability of units and acéoglly an investment in the company is non-liquidembers have no right to
withdraw from the company or to obtain the retufrtheir capital account for at least one year fribva date of purchase of
units. In order to provide a certain degree ofitlify, we have adopted a unit redemption progratmeneby after the one year
period, a member may redeem all or part of theitsuisubject to certain limitations summarized untignit Redemption
Program” below.

Use of Public Offerings Proceeds

On November 18, 2008 and June 7, 2012, the comfilelyRegistration Statements on Form S-11 with $eeurities and
Exchange Commission (SEC File Nos. 333-155428 &81181953) to offer up to 150,000,000 units ($180,000) of its

membership interests to the public in its primafferoing and 37,500,000 units ($37,500,000) to iemmbers pursuant to its
distribution reinvestment plan. The 2012 filingsnaquired under applicable SEC rules to enabte aentinue to sell units in
the offering. The offering is ongoing and it mayntnue as determined by the managers until Juge16.

As of December 31, 2012, we had sold 15,681,136 umithe offering, for gross offering proceedsb&b,681,136, (including
units issued under our distribution reinvestmeanjl The outstanding units are held by approxirge84D members.

From the subscription proceeds of $15,272,017,ngearred approximately $1,069,791 in selling comioiss and from the
subscriptions admitted of $14,916,267 (excludingtsuissued under our distribution reinvestment plame incurred
approximately $671,000 in organization and offertogts.

Distribution Policy

We intend to distribute, on a monthly basis, casdilable for distribution to our members, otherrthhose participating in our
distribution reinvestment plan. However, thereasassurance as to the timing or amount of any disttibutions.

All cash available for distribution will be alloeat 1% to our managers and 99% to the members. Amalistributed to the
members will be allocated among the members ingotam to their units.

To determine the amount of cash to be distributedny specific month, the company relies in pariterannual forecast of
profits, which takes into account the differencéneen the forecasted and actual results in the gdar and the requirement
to maintain a cash reserve.

During 2012 and 2011 the company’s distributed afined yield was 6.50%. The company’s cash distioims to members
(excluding redemptions during 2012 and 2011) w&®4$800 and $600,790, respectively.

In 2012 and 2011, we did not generate enough dashffom operating activities to fully fund distritions. Therefore, some
of those distributions were paid from sources othan cash flow from operating activities. Disttilons in excess of our cash
flow from operating activities have been fundedrroash on hand, which can include proceeds froerioffs, borrowing, if
any, and loan repayments from borrowers.

Net income recorded during 2012 and 2011 for membas $620,351 and $512,772, respectively. Theréifice between net
income and cash distributions was due to the masaggicipating investing excess cash in additiapellity loans throughout
the year, which due to the financial markets amdgéneral economic conditions did not present teéras until late in the

year. Provided the company’s cash remains fullgéted in higher yielding mortgage loans, thisest#hce should diminish.

Recent Sales of Unregistered Securities

There were no sales of securities by the compathimihe past three years which were not registareter the Securities Act
of 1933.
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Unit Redemption Program

We have adopted a unit redemption program that emaple a member to redeem all or part of theirsusibject to certain
limitations. The price paid for redeemed units il based on the lesser of the purchase pricebydide redeeming member
or the member's capital account balance as of éte af each redemption payment. Redemption valllebwicalculated as
follows:

« For redemptions beginning after one year (but leefaro years) 92% of purchase price or 92% of thmtakaccount
balance, whichever is less;

« For redemptions beginning after two years (but tetbree years) 94% of purchase price or 94% o€t#pétal account
balance, whichever is less;

» For redemptions beginning after three years (bfdrbdour years) 96% of purchase price or 96% efaapital account
balance, whichever is less;

« For redemptions beginning after four years (bublkefive years) 98% of purchase price or 98% ofcdgital account
balance, whichever is less;

» For redemptions beginning after five years, 100%wthase price or 100% of the capital accountrizgawhichever
is less.

The company will attempt to redeem units quartestipject to certain limitations, and subject to fight of our managers, in
their sole discretion, at any time, to reject arguest for redemption, or to suspend or terminlageacceptance of new
redemption requests without prior notice, or tarti@ate, suspend or amend the unit redemption pnoggaon 30 days written
notice.

Notwithstanding the foregoing, with respect to aegemption, the number of units that may be redeeper quarter per
individual member will be subject to a maximum loé tgreater of 100,000 units or 25% of the memlits outstanding. For
redemption requests requiring more than one quéoténlly redeem, the percentage discount amougait dpplies when the
redemption payments begin will continue to apphptiyhout the entire redemption period and will ggpl all units covered
by such redemption request regardless of wherinhéredemption payment is made.

The company will not establish a reserve from whiwund redemptions. The company's capacity t@eed member units
upon request is restricted to the availability ofmpany cash flow. The company will not, in any odlar year, redeem more
than 5% of the weighted average number of unitstanting during the twelve month period immediageipr to the date of

the redemption.

During the year ended December 31, 2012, no resjueste received under the unit redemption program.

Iltem 6 — Selected Financial DatgNot included as smaller reporting company)

Iltem 7 — Management’s Discussion and Analysis of k&ncial Condition and Results of Operations

Overview

Redwood Mortgage Investors 1X, LLC (the “companig)a Delaware limited liability company formed irctober 2008 to
make loans secured primarily by first and secorebldeof trust on California real estate. Redwoodtiyige Corp. (“RMC”)
and its wholly-owned subsidiary Gymno LLC (“Gymnaije the managers of the company. The addres® afoimpany and
the managers is 900 Veterans Blvd., Suite 500, RedvCity, California 94063. The mortgage loans ¢bepany invests in
are arranged and are generally serviced by RMCha&t Burwell is the president and majority shardépl(through his
holdings and beneficial interests in certain trustlRMC.
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In June 2009, the Securities and Exchange Commi¢SIBEC) declared the company’s Registration Stattmiective and the
company commenced its initial public offering. kmé& 2012, the company filed with the SEC a secenéstration statement
on Form S-11, which was declared effective in Deoen2012, that in substance extends the offerimperhber units past the
sunset date of the registration of the initial publfering, which was filed in November 2008. Th@12 registration offers up
to 150,000,000 units of its membership interestthépublic and 37,500,000 units to its membersymmt to its distribution
reinvestment plan.

Offering proceeds are released to the company pplied to investments in mortgage loans and thergsny or reimbursement
of organization and offering expenses. The amotihbans the company funds or acquires will depepdnuthe number of
units sold in the public offering and the resultargount of the net proceeds available for investrireloans.

The company will experience a relative increaséquidity if and when additional subscriptions fonits are received and a
relative decrease in liquidity as net offering @eds are expended in connection with the fundimaaguisition of loans and
the payment or reimbursement of organization afetiofy expenses.

Critical Accounting Policies

See Note 2 (Summary of Significant Accounting Heb§ to the financial statements included in Piarltém 8 of this report
for a detailed presentation of critical accountudicies, which presentation is incorporated by tieference into this Item 7.

Managers and Other Related Parties

See Notes 1 (General) and 3 (Managers and Othatd®eParties) to the financial statements includdiart Il, Item 8 of this
Report for a detailed presentation of the variousany activities for which related parties are pensated and other related
transactions, including the formation loan to RMMbjch presentation is incorporated by this refeesinto this Item 7.

Results of Operations

The company’s operating results are discussed bielothe years ended December 31, 2012 and 2011.

Changes for the years ended December 31,

2012 2011
Dollars Percent Dollars Percent
Revenue, net
Interest income
Interest on loans $ 162,187 28% $ 397,345 213%
Imputed interest on formation loan 12,286 153 5,471 214
Other interest, net — — (1,236) (100)
Total interest income 174,473 29 401,580 211
Interest expense, amortization of discount
on imputed interest 12,286 153 5,471 214
Net interest income 162,187 28 396,109 211
Late fees 3,682 213 1,371 385
Other 100 33 200 200
Total revenues, net 165,969 28 397,680 212
Provision for loan losses — — — —
Operating expenses
Mortgage servicing fees 4,601 27 11,979 251
Asset management fees — — — —
Costs through RMC 33,223 81 37,270 939
Professional services 10,118 201 (2,304) (31)
Other 9,361 203 (1,533) (25)
Total operating expenses, net 57,303 85 45,412 204
Net income $ 108,666 21% $ 352,268 213%
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Please refer to the above table and the Statenoéritecome in the financial statements in Part tgmt 8 of this report,
throughout the discussions of Results of Operations

Impact of general economic and market conditionshencompany’s financial condition, results of agg@ns and cash flows

Since the inception of operations in tHeguarter of 2009, the company has raised membétatap a moderate, steady pace
and assets have increased from $1,708,000 at Dece3ih 2009, to $6,453,000 at December 31, 2016185447,000 at
December 31, 2011 and to $14,017,000 at Decemhe2(@P. Members’ capital at December 31, 2012, aygwoximately
$13,652,000, an increase of $12,528,000 since Deeefi, 2009. Our investment in mortgage loanseamed steadily since
commencement of operations. Mortgage loan balagieas to $1,259,000 at December 31, 2009, $3,174a0@k:cember 31,
2010, $8,308,000 at December 31, 2011 and $11,0060 December 31, 2012. The company continue®nsesvatively
underwrite mortgage loan opportunities with the Igok building a well performing mortgage loan poitb, with the
expectation of consistent, on-time mortgage payment

RMI IX was launched during the Great Recession\aitil that backdrop in mind we have sought to exratrong discipline

in underwriting loan applications and lending agéinollateral at amounts that will create a morggagrtfolio that has

substantial protective equity (i.e. safety margmsutstanding debt) as indicated by the overalkseovative loan to value ratio
(LTV) which at December 2012 was 51%. Thus peragraisal-based valuations at the time of loangtios, borrowers have
in the aggregate, just slightly less equity, 49%antwe as lenders have lent in the aggregate, Hiclading other senior liens
on the property) against the properties we holdodiateral for the repayment of our loans. See Mofeoans) to the financial
statements included in Part Il, Item 8 of this mdor a presentation regarding our portfolio’s gentage of total debt to
appraised value (LTV) at loan closing. We beliekis tconservative approach is prudent in a timearftiauing economic

uncertainty.

In spite of challenging economic and market coodgi for real estate lenders beginning before ounda, we have not
experienced some of the market setbacks that hese typical for real estate lenders, in the pagtrsé years, including the
highest borrower delinquency rates, default ratesfareclosure rates recorded since the Great Bsjore Our lending results
are a low delinquency rate; only one default andansingle property taken back in settlement ofdébt. The tight market for
mortgage credit among traditional lenders suchaak® has increased the number of borrowers who meetinderwriting
standards but who are no longer qualified for beneklit. These borrowers have been willing to acceptrates and fees. This
is reflected in the favorable stated and effectiidds on the portfolio discussed below in the isecRevenue — Interest on
loans.

The national economy, while currently stabilizilgs not exhibited enough growth potential to alfgnificant improvement

from the low points reached during the recent rsioes The company is a niche lender and with thstieg credit constraints

which developed during the last recession, has bBblnto find loan opportunities in markets it ursends well. Specifically,

the San Francisco Bay Area, which contains our msigstificant concentration of loans, is a market thanagers know well as
they have been lending in it over the last 30 yeahe Bay Area is recently a strongly recoveringl mstate market, but as
noted, many creditworthy borrowers in this area rmoé being well served due to credit and liquiditgncerns that have
developed and continue due to the recent recesErecellent lending opportunities continue at lowlwnoes which the

company is using to expand its existing mortgaga Iportfolio at favorable terms as indicated in ititerest rate tables that
follow.

Revenue — Interest on loans

The increase in interest on loans is due to thevrof the secured loan portfolio. The average sstipan balance, the stated
average yield and the effective average yield fi@t@012 and 2011, are shown in the table below.

2012 2011
Daily average secured loan balatice $ 8,708,000 $ 6,689,000
Interest on loans, net 745,739 583,552
Amortization loan administration fees 67,722 44,629
Interest on loans, gross 813,461 628,181
Portfolio Average Yield Rate 9.%4 9.21%
Effective Yield Rate 9. 9.21%

(1) Portfolio Review — See Note 4 (Loans) to theaficial statements included in Part Il, Iltem 8ha$ report for a
detailed presentation on the secured loan portfolio
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Imputed interest on formation loan/interest expensenortization of discount

RMC repaid $74,121 and $48,767 of the formatiomlwa2012 and 2011, respectively, based upon ehtieqrior year end
loan balances. Imputed interest income and theegklamortization of discount were recorded baseshupe repayment
received and the increasing loan balance due tolreemmits sold.

Provision for loan losses/allowance for loan losses

At December 31, 2012 and 2011, the company hademorded an allowance for loan losses as no loame designated as
impaired, and all loans had protective equity stiedt at December 31, 2012, collection was deemsdred for amounts
owing.

Operating Expenses — Mortgage servicing fees

The increase in mortgage servicing fees for 201l2ats the increase in the secured loan portfotited above in Revenue —
Interest on loans

Operating Expenses — Asset management fees
During 2012 and 2011, RMC waived asset manageneest ¢f $98,398 and $60,677, respectively. Therm iassurance that
RMC will waive its right to receive such fees inute periods.

Operating Expenses — Costs through RMC

The increase in costs through RMC reflects reimdient of qualifying charges from RMC which in theyous year had been
absorbed by RMC.

Operating Expenses — Professional services

The increase in professional services are primaiiky to additional costs related to enhanced SH fiequirements starting
in 2012 (XBRL services and attorney fees).

Operating Expenses — Other

The increase in other expenses are primarily rlédeincreases in printing of investor stateme3,300) and California
income taxes related to 2011 ($2,700) and 2015($2,

Net Income

During 2012 and 2011 the company’s distributed afined yield was 6.50%. The company’s cash distigms for limited
members (excluding redemptions) during 2012 and.20dre $854,800 and $600,790, respectively. Toroéte the amount
of cash to be distributed in any specific montle, dompany relies in part on its annual forecasprofits, which takes into
account the difference between the forecasted etn@laesults in the prior year and the requireniembaintain a cash reserve.

In 2012 and 2011, we did not generate enough dashffom operating activities to fully fund distritions. Therefore, some
of those distributions were paid from sources othan cash flow from operating activities. Disttilons in excess of our cash
flow from operating activities have been fundedrroash on hand, which can include proceeds froerioffs, borrowing, if
any, and loan repayments from borrowers.
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Net cash provided by (used in) operating activjtiext income, and distributions to members, frooeption to December 31,
2012, are summarized in the following table:

Net Cash
Provided By
(Used In) Distributions Distributions
Operating to to
Date Activities Net Income Members Managers

Jul — Sep 09 $ — $ — $ — $ —
Oct — Dec 09 (68,128 14,05! 13,914 141
Jan — Mar 10 (27,333 27,33t 28,048 179
Apr—Jun 10 137,616 23,53: 38,713 —
Jul — Sep 10 45,968 56,47: 58,414 —
Oct — Dec 10 54,852 58,34: 78,800 1,477
Jan — Mar 11 64,741 96,88: 112,962 —
Apr—Jun 11 125,021 116,17 147,873 2,131
Jul — Sep 11 117,179 151,21: 162,965 (2,131
Oct — Dec 11 153,654 153,68: 176,990 —
Jan — Mar 12 170,559 159,93! 191,236 —
Apr—Jun 12 114,514 103,25 205,097 5,180
Jul — Sep 12 92,938 139,091 219,263 —
Oct — Dec 12 190,706 224,33! 239,204 —
TOTAL $ 1,172,287 $ 1,324,30 $ 1,673,479 $ 6,977

Net income recorded during 2012 and 2011 for membas $620,351 and $512,772, respectively. Theréifice between net
income and cash distributions was due to the masaggicipating investing excess cash in additiapellity loans throughout
the year, which due to the financial markets amdgéneral economic conditions did not present teéras until late in the

year. Provided the company’s cash remains fullg&ed in higher yielding mortgage loans, this défee should diminish.

Loans/Allowance for Loan Losses

See Note 4 (Loans) to the financial statementaded in Part 1, Item 8 of this report for detailpetsentations on the secured
loan portfolio and on the allowance for loan lossesich presentations are incorporated by thisresfee into this Item 7.

Liquidity and Capital Resources

The company relies upon sales of units, loan paybffrrowers' mortgage payments, and, to a leggged and, if obtained, a
line of credit, or proceeds from real estate owfigdncing or sales, should the company acquirectiiateral securing our
loans, for the source of funds for loans. We expesh will be generated from borrower paymentantdrest, principal and
loan payoffs and the resulting cash flow will ex¢demmpany expenses, earnings and unit redemptio@®ss cash flow, if
any, will be invested in new loan opportunities,antavailable, and will be used to reduce a créutt (should the company
obtain a credit line) or in other company businé3ger the last two to three years, interest ratsemlly, and mortgage
interest rates specifically, have been at histdlyidaw levels. If interest rates were to increastantially, the yield of the
company’s loans may provide lower yields than otmmparable debt-related investments. In such ewsit purchases by
prospective members could decline, which would cedour overall liquidity. Additionally, if, as exped, we make primarily
fixed rate loans, if interest rates were to ride, likely result would be a slower prepayment fatethe company. This could
cause a lower degree of liquidity as well as a dimmn in the ability of the company to invest ingaat the then current
interest rates. Conversely, in the event inter@stsrwere to decline, we could see both or eitharsairge of unit purchases by
prospective members, and significant borrower pregats, which, if we can only obtain the then emgstlower rates of
interest may cause a dilution of our yield on lgathgreby lowering our overall yield to members. Wi a lesser degree,
expect to rely upon a line of credit to fund loams. date we have not obtained a line of credit. €alty, our loans are
anticipated to be fixed rate, whereas a credit \ile likely be a variable rate loan. In the evesfta significant increase in
overall interest rates, a credit line rate of iegtrcould increase to a rate above the averagblmniate of interest. Should
such an event occur, the managers would desiray®ff the line of credit. Retirement of a line @kdit would reduce our
overall liquidity.
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The financial and credit markets faced significdisruptions beginning with the onset of the finahairisis, continuing with

the Great Recession, and now ongoing with the Erists; the United States federal deficit; andnt@dest, grinding economic
recovery. Owners and acquirers of performing nfaltiily properties have benefited from availabiliof government

sponsored lending chiefly through Fannie Mae, Freetithc and FHA and some homeowners are restrugttingir mortgages
through new financing programs aimed at assistglinquent and underwater borrowers. As the reatesnarket ended its
steep valuation declines and appears to be stabilibther real estate lenders have cautiouslyredtback into real estate
lending, albeit to only the most credit worthy lmwers and properties that meet or exceed strirfgeanicial and performance
requirements.

The company’s loans generally have shorter matteityis than typical mortgages. As a result, coimtga@n the ability of our

borrowers to refinance their loans on or prior tatunity would have a negative impact on their &pilo repay their loans. In
the event a borrower is unable to repay a loanaatinty due to their inability to refinance the toar otherwise, the company
may consider extending the maturing loan throughkawts or modifications, or foreclosing on the pedy as the managers
deem appropriate based on their evaluation of gatitidual loan. A slow down or reduction in loagpayments would likely

reduce the company’s cash flows and restrict thlapamy’s ability to invest in new loans or providerrings and capital

distributions.

Distribution reinvestment plan

We have adopted a distribution reinvestment plarsyant to which members may elect to have a poudioall of the full
amount of their distributions from us reinvestedaitditional units. Earnings allocable to member larticipate in the
distribution reinvestment plan will be retainedthg company for making further loans or for otheyper company purposes.

We allow members to redeem their units subjecettain limitations and penalties. Once a membaitial five-year holding
period has passed, the managers expect to seeraaga in redemptions due to the ability of memberedeem units without
penalty.

During 2012 and 2011, the company, after allocatbrsyndication costs, made the following allocatiof profits and
distributions of cash both to the members who etétd participate in the distribution reinvestmplain and those that chose
not to participate in the distribution reinvestmptan.

2012 2011
Reinvesting $ 381,811 $ 199,275
Distributing 472,989 401,515
Total $ 854,800 $ 600,790
Percent of members’ capital, electing distribution 55% 67%

Unit redemption program

Members have no right to withdraw from the companyo obtain the return of their capital accountdbleast one year from
the date of purchase of units, with the limitedegptmon in the event of a death of a member. In tgrovide our members
with a certain degree of liquidity, we have adopaeahit redemption program. Generally, one yeargftrchasing your units,
a member may redeem all or part of its units, stlije certain significant restrictions and limitats. At that time, we may,
subject to the significant restrictions and limiats described below, redeem the units presenteceftemption to the extent
that we have sufficient cash flow available to agund such redemption. The price paid for redeemrats will be based on
the lesser of the purchase price paid by the resigemember or the member's capital account balascef the date of each
redemption payment. For redemptions beginning after year (but before two years), the redemptioitisbe calculated as
92% of purchase price or 92% of the capital acchatance, whichever is less. Beginning after eddhe subsequent years,
the redemption percentages will increase to 94%g, 3B%, and 100% respectively, of the purchaseapital account balance,
whichever is less. Notwithstanding the foregoingthwespect to any redemption, the number of uthitd may be redeemed
per quarter per individual member will be subjecatmaximum of the greater of 100,000 units or 25%he member's units
outstanding. For redemption requests requiring ntba® one quarter to fully redeem, the percentdageodnt amount that
applies when the redemption payments begin wiltiooe to apply throughout the entire redemptioriqgzeand will apply to
all units covered by such redemption request rdgssdof when the final redemption payment is madieder our unit
redemption program, in the event of an investogatd, his or her heirs are provided with an optnedeem all or a portion
of the investor’s units without penalty.
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The table below sets forth actual liquidationstfar past two years.

Year ended December 31,

2012 2011
Capital liquidations-without penalty $ — 3 —
Capital liquidations-subject to penalty — 15,000
Total $ — $ 15,000

While the managers have set an estimated valubdaunits, such determination may not be repreteataf the ultimate price
realized by a member for such units upon sale. baip trading market exists for the units and namdikely to develop.
Thus, there is no certainty the units can be sbldmice equal to the stated value of the capitabunt.

Contractual Obligations

At December 31, 2012 the company had no contractbidations, except to reimburse RMC for syndimatcosts. As of
December 31, 2012, approximately $1,675,000 wasetoeimbursed to RMC contingent upon future safesi@mber units.
See Note 6 (Commitments and Contingencies, Exceph4) to the financial statements included in Rardtem 8 of this

report for a detailed presentation on commitments @ntingencies, which presentation is incorpardg this reference into
this Item 7.

Iltem 7A — Quantitative and Qualitative DisclosuresAbout Market Risk (Not included as smaller reporting company)

Item 8 — Financial Statements and Supplementary Dat

A — Financial Statements
The following financial statements of Redwood Maxdg Investors IX, LLC are included in Item 8:

Report of Independent Registered Public Accourfting

Balance Sheets — December 31, 2012 and 2011

Statements of Income for the years ended Deceniheé(3 2 and 2011

Statements of Changes in Members’ Capital for #wryended December 31, 2012 and 2011
Statements of Cash Flows for the years ended DemeBih 2012 and 2011

Notes to Financial Statements

B — Financial Statement Schedules

No financial statement schedules are required tfildek because Redwood Mortgage Investors IX, L@ ismaller reporting
company.
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Members
Redwood Mortgage Investors IX, LLC
Redwood City, California

We have audited the accompanying balance sheeRedivood Mortgage Investors IX, LLC (a Delaware tadi liability
company) as of December 31, 2012 and 2011 anctlited statements of income, changes in membegrgatand cash flows
in the years then ended. These financial statenaetshe responsibility of Redwood Mortgage InvestiX's management.
Our responsibility is to express an opinion on ¢hisancial statements based on our audits.

We conducted our audits in accordance with thedstats of the Public Company Accounting OversighafBio(United States).
Those standards require that we plan and perfoenatidits to obtain reasonable assurance about erh#th financial
statements are free of material misstatement. Redwdortgage Investors IX, LLC is not required toveanor were we
engaged to perform, an audit of its internal cdntneer financial reporting. Our audits included smferation of internal
control over financial reporting as a basis forigieieg audit procedures that are appropriate incirumstances, but not for
the purpose of expressing an opinion on the effeotiss of Redwood Mortgage Investors IX's intexmitrol over financial
reporting. Accordingly, we express no such opiniédn.audit also includes examining, on a test basigence supporting the
amounts and disclosures in the financial statemastessing the accounting principles used andfisant estimates made by
management, and evaluating the overall financ@kstent presentation. We believe that our audasige a reasonable basis
for our opinion.

In our opinion, the financial statements referredabove present fairly, in all material respeck® financial position of

Redwood Mortgage Investors IX, LLC as of Decemhkr2)12 and 2011 and the results of its operatmukits cash flows
for the years then ended in conformity with accmanprinciples generally accepted in the Unitedeéitaf America.

/sl ARMANINO “-P

ARMANINO P
San Ramon, California
March 29, 2013
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REDWOOD MORTGAGE INVESTORS IX, LLC

(A Delaware Limited Liability Company)

Balance Sheets

December 31, 2012 and 2011

ASSETS

Cash and cash equivalents

Loans, secured by deeds of trust
Principal
Advances
Accrued interest
Total loans

Loan administration fees, net

Total assets

LIABILITIES, INVESTORS IN APPLICANT STATUS, AND MEMBERS’ CAPITAL

Liabilities — accounts payable

Investors in applicant status

Members’ capital
Members’ capital, subject to redemption, net ofllocated
syndication costs of $664,520 and $498,661 for 20122011,
respectively; and net of formation loan of $931,40@ $741,215
for 2012 and 2011, respectively

Managers’ capital, net of unallocated syndicatiosts

of $6,712 and $5,037 for 2012 and 2011, respegtivel
Total members’ capital

Total liabilities, investors in applicant statuslanembers’ capital

The accompanying notes are an integral part oetfirancial statements.
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2012 2011
$ 1,964,536 $ 2,099,328
11,891,017 8,253,328
1,979 70
82,536 54,219
11,975,532 8,307,617
76,952 40,044
$ 14,017,020 $ 10,446,989
9,446 $ 212
355,750 320,545
13,637,215 10,114,766
14,609 11,466
13,651,824 10,126,232
$14,017,020 $ 10,446,989




REDWOOD MORTGAGE INVESTORS IX, LLC
(A Delaware Limited Liability Company)
Statements of Income

For the Years Ended December 31, 2012 and 2011

Revenues
Interest income
Loans
Imputed interest on formation loan
Total interest income

Interest expense — amortization of discount on &iom loan

Net interest income

Late fees
Other
Total revenues, net

Provision for loan losses

Operating expenses
Mortgage servicing fees
Asset management fees
Costs through RMC
Professional services
Other

Total operating expenses

Net income

Net income
Managers (1%)
Members (99%)

Net income per $1,000 invested by members
for entire period

The accompanying notes are an integral part oetfirancial statements.
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2012 2011
745,73 583,552
20,31 8,033
766,05t 591,585
20,31 8,033
745,73 583,552
5,40¢ 1,727
40C 300
751,54¢ 585,579
21,35; 16,756
74,46 41,241
15,14 5,025
13,96¢ 4,605
124,93 67,627
626,61 517,952
6,26¢ 5,180
620,35 512,772
626,61 517,952
47 56




REDWOOD MORTGAGE INVESTORS IX, LLC
(A Delaware Limited Liability Company)
Statements of Changes in Members’ Capital

For the Years Ended December 31, 2012 and 2011

Members
Investors
In Unallocated
Applicant Syndication Formation

Status Capital Costs Loan Capital, net
Balances at December 31, 2010 $ 1,285,031 $1996 $ (263,865) $ (487,674) $ 5,160,377
Contributions on application 4,329,028 — — — —
Contributions admitted to members' capital (5,210)4 5,270,414 — — 5,270,414
Premiums paid on application by RMC 52,955 — — — —
Premiums admitted to members' capital (76,055) 5%,0 — — 76,055
Net income — 512,772 — — 512,772
Earnings distributed to members — (600,790) — — (600,790)
Earnings distributed used in DRIP — 199,275 — — 199,275
Member's redemptions — (15,000) — — (15,000)
Formation loan funding — — — (303,032) (303,032)
Formation loan payments received — — — 48,767 48,767
Syndication costs incurred — — (235,268) — (235,268)
Early withdrawal penalties — — 472 724 1,196
Balances at December 31, 2011 $ 320,545 $46B33 $ (498,661) $ (741,215) $ 10,114,766
Contributions on application 3,766,342 — — — —
Contributions admitted to members' capital (3,788)9 3,722,968 — — 3,722,968
Premiums paid on application by RMC — — — — —
Premiums admitted to members' capital (8,169) 8,169 — — 8,169
Net income — 620,351 — — 620,351
Earnings distributed to members — (854,800) — — (854,800)
Earnings distributed used in DRIP — 381,811 — — 381,811
Member's redemptions — — — — —
Formation loan funding — — — (264,312) (264,312)
Formation loan payments received — — — 74,121 74,121
Syndication costs incurred — — (165,859) — (165,859)
Early withdrawal penalties — — — — —
Balances at December 31, 2012 $ 355,750 $332% $ (664,520) $ (931,406) $ 13,637,215

The accompanying notes are an integral part ottfinancial statements.
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REDWOOD MORTGAGE INVESTORS IX, LLC
(A Delaware Limited Liability Company)
Statements of Changes in Managers’ Capital
For the Years Ended December 31, 2012 and 2011

Managers
Unallocated Total
Syndication Members’
Capital Costs Capital, net Capital
Balances at December 31, 2010 $ 5,933 (2,665) % 3,268 $ 5,163,645
Contributions on application — — — —
Contributions admitted to members' capital 5,390 — 5,390 5,275,804
Premiums paid on application by RMC — — — —
Premiums admitted to members' capital — — — 76,055
Net income 5,180 — 5,180 517,952
Earnings distributed to members — — — (600,790)
Earnings distributed used in DRIP — — — 199,275
Members’ redemptions — — — (15,000)
Formation loan funding — — — (303,032)
Formation loan payments received — — — 48,767
Syndication costs incurred — (2,377) (2,377) (237,645)
Early withdrawal penalties — 5 5 1,201
Balances at December 31, 2011 $ 16,503 (5,037) % 11,466  $10,126,232
Contributions on application — — — —
Contributions admitted to members' capital 3,732 — 3,732 3,726,700
Premiums paid on application by RMC — — — —
Premiums admitted to members' capital — — — 8,169
Net income 6,266 — 6,266 626,617
Earnings distributed to members (5,180) — (5,180) (859,980)
Earnings distributed used in DRIP — — — 381,811
Members’ redemptions — — — —
Formation loan funding — — — (264,312)
Formation loan payments received — — — 74,121
Syndication costs incurred — (1,675) (1,675) (167,534)
Early withdrawal penalties — — — —
Balances at December 31, 2012 $ 21,328 (6,712) % 14,609  $13,651,824

The accompanying notes are an integral part ottfinancial statements.
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REDWOOD MORTGAGE INVESTORS IX, LLC

(A Delaware Limited Liability Company)
Statements of Cash Flows

For the Years Ended December 31, 2012 and 2011

Cash flows from operating activities
Net income
Adjustments to reconcile net income to net caskigeal
by (used in) operating activities
Amortization of loan origination fees
Interest income, imputed on formation loan
Amortization of discount on formation loan
Change in operating assets and liabilities
Accrued interest
Advances
Receivable from affiliate
Loan administration fees
Accounts payable
Payable to affiliate
Net cash provided by (used in) operating activities

Cash flows from investing activities
Loans funded
Principal collected on loans
Net cash provided by (used in) investing activities

Cash flows from financing activities

Contributions by member applicants

Members’ withdrawals

Syndication costs paid, net

Formation loan, funding

Formation loan, collections
Net cash provided by (used in) financing activities
Net increase (decrease) in cash and cash equisalent
Cash and cash equivalents at beginning of year
Cash and cash equivalents at end of year

The accompanying notes are an integral part oetfirancial statements.
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2012 2011
$ 62661 $ 517,952
67,72 44,629
(20,319 (8,033)
20,31¢ 8,033
(28,31 (36,215)
(1,909 (70)

— 442
(104,63() (62,391)
9,23¢ (1,870)
— (1,882)
568,71 460,595
(10,711,46) (8,360,839)
7,073,77. 3,263,139
(3,637,68) (5,097,700)
3,770,07. 4,387,373
(478,169 (416,515)
(167,539 (237,168)
(264,31) (303,032)
74,12 49,491
2,934,18 3,480,149
(134,79) (1,156,956)
2,099,32 3,256,284
$ 1,96453  $ 2,099,328




REDWOOD MORTGAGE INVESTORS IX, LLC
(A Delaware Limited Liability Company)
Notes to Financial Statements
December 31, 2012 and 2011

NOTE 1 — ORGANIZATION AND GENERAL

Redwood Mortgage Investors IX, LLC (the “companig)a Delaware limited liability company formed irctober 2008 to
make loans secured primarily by first and secoretideof trust on California real estate. Redwoodtlyagge Corp. (“RMC”)
and its wholly-owned subsidiary Gymno LLC (“Gymndaije the managers of the company. The addres® afaimpany and
the managers is 900 Veterans Blvd., Suite 500, RedvCity, California 94063. The mortgage loans¢bepany invests in
are arranged and are generally serviced by RMChaéikt Burwell is the president and majority shardapl(through his
holdings and beneficial interests in certain tlustRMC.

In June 2009, the Securities and Exchange Commi¢SIEC) declared the company’s Registration Statemigective and the
company commenced its initial public offering. kmé& 2012, the company filed with the SEC a seceqéstration statement
on Form S-11, which was declared effective in Ddoen2012, that in substance extends the offeringerhber units past the
sunset date of the registration of the initial puibffering, which was filed in November 2008. T2@12 registration offers up
to 150,000,000 units of its membership interestthé&public and 37,500,000 units to its membersymmt to its distribution
reinvestment plan.

Offering proceeds are released to the company pplied to investments in mortgage loans and thergany or reimbursement
of organization and offering expenses. The amot@ihbans the company funds or acquires will depepdnuthe number of
units sold in the public offering and the resultamgount of the net proceeds available for investrireloans.

The rights, duties and powers of the managers aechbrars of the company are governed by the compaspesating
agreement and the Delaware Limited Liability Comp#at.

The managers are solely responsible for managiadtisiness and affairs of the company, subjedtdorsbting rights of the
members on specified matters. Any one of the mensagcting alone has the power and authority tofacand bind the
company.

Members representing a majority of the outstandinigs may, without the concurrence of the managate to: (i) dissolve
the company, (i) amend the operating agreemeiijestito certain limitations, (iii) approve or dgaove the sale of all or
substantially all of the assets of the companyigr iemove or replace one or all of the managetse @escription of the
company's operating agreement contained in theaedial statements provides only general infornmatio

A majority in interest of the members is requiredetect a new manager to continue the company essiafter a manager
ceases to be a manager due to its withdrawal.

Profits and losses are allocated among the mendmmsrding to their respective capital accounts mgrafter 1% of the
profits and losses are allocated to the managéms.aliocation to the managers (combined) may noéeck 1%. The monthly
results are subject to subsequent adjustment esuét of quarterly and year-end accounting andnteygp Members may elect
to have all or a portion of their monthly distritarts reinvested in additional units, subject to dkeilability of units under the
distribution reinvestment plan. Members may withdritom the distribution reinvestment plan with weit notice. No
provision for federal and state income taxes (othan an $800 state minimum tax) is made in thenfamal statements since
income taxes are the obligation of the membersidf when income taxes apply. Investors should npeetxthe company to
provide tax benefits of the type commonly assodiatéh limited liability company tax shelter investnts.
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REDWOOD MORTGAGE INVESTORS IX, LLC
(A Delaware Limited Liability Company)
Notes to Financial Statements
December 31, 2012 and 2011

NOTE 1 — ORGANIZATION AND GENERAL (continued)

There are substantial restrictions on transfettgtbdif units and accordingly an investment in thenpany is non-liquid.

Members have no right to withdraw from the companyo obtain the return of their capital accountdbleast one year from
the date of purchase of units. In order to prowadeertain degree of liquidity, we have adopted i r@demption program,
whereby after the one year period, a member mageracdall or part of their units, subject to cerfaimtations.

Members should refer to the company's operatingeagent for a more complete description of the giows.
Distribution reinvestment plan

Members may elect to have all or a portion of thmionthly distributions reinvested in additional tshisubject to the
availability of units under the distribution reirstenent plan. Members may withdraw from the distiilru reinvestment plan
with written notice.

Liquidity and unit redemption program

There are substantial restrictions on transfetghbdf company units and accordingly an investmanthe company is non-
liquid. There is no public or secondary market fioe units and none is expected to develop. Membave no right to

withdraw from the company or to obtain the retufrtheir capital account for at least one year fribva date of purchase of
units.

In order to provide a certain degree of liquidiffter the one year period, a member may redeeror glart of their units,
subject to certain limitations. The price paid fedeemed units will be based on the lesser of tiehpse price paid by the
redeeming member or the member's capital accolandmas of the date of each redemption paymeuemRption value will
be calculated as follows:

« For redemptions beginning after one year (but leefaro years) 92% of purchase price or 92% of thmtakaccount
balance, whichever is less;

» For redemptions beginning after two years (but teetbree years) 94% of purchase price or 94% ot#pital account
balance, whichever is less;

» For redemptions beginning after three years (bfdrbdour years) 96% of purchase price or 96% efaapital account
balance, whichever is less;

« For redemptions beginning after four years (bublkefive years) 98% of purchase price or 98% ofddgital account
balance, whichever is less;

« For redemptions beginning after five years, 100%wthase price or 100% of the capital accountrizalawhichever
is less.

The company will attempt to redeem units quarteslipject to certain limitations.

Notwithstanding the foregoing, with respect to aegemption, the number of units that may be redeeper quarter per
individual member will be subject to a maximum loé tgreater of 100,000 units or 25% of the memlits outstanding. For
redemption requests requiring more than one quéoténlly redeem, the percentage discount amouait dpplies when the
redemption payments begin will continue to apphptiyhout the entire redemption period and will ggpl all units covered
by such redemption request regardless of wherinhéredemption payment is made.

The company will not establish a reserve from whiwHund redemptions. The company's capacity t@ead member units

upon request is restricted to the availability ompany cash flow. The company will not, in any odi@r year, redeem more
than 5% of the weighted average number of unitstantling during the twelve month period immediafefpr to the date of

the redemption.
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REDWOOD MORTGAGE INVESTORS IX, LLC
(A Delaware Limited Liability Company)
Notes to Financial Statements
December 31, 2012 and 2011

NOTE 1 — ORGANIZATION AND GENERAL (continued)

Contributed capital
The managers are required to contribute to capifdl of 1% of the aggregate capital accounts ofiieenbers.
Managers' interest

If a manager is removed, withdrawn or is terminated company will pay to the manager all amoumstaccrued and owing
to the manager. Additionally, the company will témate the manager's interest in the company'stprdéisses, distributions
and capital by payment of an amount in cash equeile then present fair value of such interest.

Syndication costs

The company bears its own syndication costs, dtier certain sales commissions, including legal awbunting expenses,
printing costs, selling expenses and filing feggidication costs are charged against members'atauitl will be allocated to
individual members consistent with the company’srating agreement.

Formation loans

Sales commissions are not paid directly by the @mmut of the offering proceeds. Instead, the @mydoans to RMC, one
of the managers, amounts to pay all sales commissind amounts payable in connection with unseticitrders. This loan is
unsecured and non-interest bearing and is reféoeab the “formation loan.” During the offering jmet, RMC will repay
annually, one tenth of the principal balance offtirenation loan as of December 31 of the prior y&pyon completion of the
offering, the formation loan will be amortized oV years and repaid in 10 equal annual installsadrite formation loan has
been deducted from members’ capital in the balasheets. As amounts are received from RMC as pagnwenthe loan, the
deduction from capital will be reduced. Interess teen imputed at the market rate of interest fiacefat the end of each
quarter for the new additions to the loan. If thenagers are removed and RMC is no longer recepaygnents for services
rendered, the formation loan is forgiven.

Income taxes and Members’ capital — tax basis

Income taxes — federal and state — are the oldigatf the members, if and when taxes apply, othan for the minimum
annual California franchise tax paid by the company

Members’ capital reconciliation

A reconciliation of members’ capital in the finaalcstatements to the tax basis of company cagifatdsented in the following
table at December 31.

2012 2011
Members’ capital per financial statements 13651,824 $10,126,232
Unallocated syndication costs 671,232 503,698
Allowance for loan losses — —
Formation loans receivable 931,406 741,215
Members’ capital tax basis $ 15,254,462 $11,371,145

Term of the Company

The company is scheduled to terminate in 2028, ssrdeoner terminated as provided in the operagneeanent.
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REDWOOD MORTGAGE INVESTORS IX, LLC
(A Delaware Limited Liability Company)
Notes to Financial Statements
December 31, 2012 and 2011

NOTE 2 — SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Management estimates

The preparation of financial statements in conftymiith accounting principles generally acceptedhia United States of
America requires management to make estimates ssuihmgptions about the reported amounts of assetdiatilities, and
disclosures of contingent assets and liabilitiesha dates of the financial statements and therteg amounts of revenues and
expenses during the reported periods. Such estimatate principally to the determination of tilevaance for loan losses,
including, when applicable, the valuation of imedidoans, (which itself requires determining thie ¥alue of the collateral),
and the valuation of real estate held for saletald as investment, at acquisition and subsequefhtiyal results could differ
significantly from these estimates.

Collateral fair values are reviewed quarterly ane protective equity for each loan is computed.u8sd herein, “protective

equity” is the arithmetic difference between thie f@lue of the collateral, net of any senior licaad the loan balance, where
“loan balance” is the sum of the unpaid principalyances and the recorded interest thereon. Thipw@tion is done for each

loan (whether impaired or performing), and whilarde secured by collateral of similar property tgve grouped, there is
enough distinction and variation in the collatahat a loan-by-loan, collateral-by-collateral as#dyis appropriate.

The fair value of the collateral is determined bsereise of judgment based on management’'s experigmformed by

appraisals (by licensed appraisers), brokers’ opiif values, and publicly available informationiarmarket transactions. In
some years (notably 2009, 2010 and to a lessente21 and 2012) due to low levels of real estatasactions, and an
increased number of transactions that were digtde@ise., executed by an unwilling seller — ofteimpelled by lenders or
other claimants — and/or executed without broadsue or with market exposure but with few, if argsulting offers), more
interpretation, judgment and interpolation/extrapioin within and across property types was required

Appraisals of commercial real property generallggaent three approaches to estimating value: 1jehaomparables or sales
approach; 2) cost to replace and 3) capitalizeti 8as/s or investment approach. These approachgsomaay not result in a
common, single value. The market-comparables approaay yield several different values dependingcentain basic
assumptions, such as, determining highest andusesfwhich may or may not be the current use);roeténg the condition
(e.g. as-is, when-completed, or for land when-eakjt and determining the unit of value (e.g. aseges of individual unit
sales or as a bulk disposition). In some prior yeas has been previously noted, the appraisaégspwas further complicated
by the low transaction volumes of which a very hjggrcentage were considered to distressed saldspthar poor market
conditions.

Management has the requisite familiarity with tharkets it lends in generally and of the propertezg on specifically to
analyze sales-comparables and assess their styfapiblicability. Management is acquainted with rket participants —
investors, developers, brokers, lenders — thatseéul, relevant secondary sources of data andmation regarding valuation
and valuation variability. These secondary sountesy have familiarity with and perspectives on paegdiransactions,
successful strategies to optimize value, and th®iyi and details of specific properties — on afidh® market — that enhance
the process and analysis that is particularly anttipally germane to establishing value in distess markets and/or property

types.

Net income recorded during 2012 for members wa®B5A and cash distributed to members was $854 B@® difference

between net income and actual cash distributions dvee to the managers anticipating investing excash in additional

quality loans throughout the year, which due to fihancial markets and the general economic caomtidid not present
themselves until late in the year. Provided the mamy’s cash remains fully invested in higher yiegfimortgage loans, this
difference should diminish.

Cash and cash equivalents

The company considers all highly liquid financiagtruments with maturities of three months or ksthe time of purchase to be
cash equivalents. Periodically, company cash bataimcbanks exceed federally insured limits.
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REDWOOD MORTGAGE INVESTORS IX, LLC
(A Delaware Limited Liability Company)
Notes to Financial Statements
December 31, 2012 and 2011

NOTE 2 — SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Loans and interest income

Loans generally are stated at the unpaid prindipknce (principal). Management has discretionatpamounts (advances) to
third parties on behalf of borrowers to protect teenpany’s interest in the loan. Advances incluuig,are not limited to, the
payment of interest and principal on a senior tierprevent foreclosure by the senior lien holdeoperty taxes, insurance
premiums, and attorney fees. Advances generall\siated at the amount paid out on the borrowethslband any accrued
interest on amount paid out, until repaid by therdwwer.

The company may fund a specific loan originatiohafean interest reserve to insure timely intepEstments at the inception
(one to two years) of the loan. As monthly inteqggyments become due, the company funds the pagrigatthe affiliated
trust account. In the event of an early loan payarfiy unapplied interest reserves would be firgliad to any accrued but
unpaid interest and then as a reduction to thecipidh

If events and or changes in circumstances causageament to have serious doubts about the colldityati the payments of
interest and principal in accordance with the lagreement, a loan may be designated as impairgaired loans are included
in management’s periodic analysis of recoverabiltyry subsequent payments on impaired loans arkedpjo late fees, then
to the accrued interest, then to advances, ang tagprincipal.

From time to time, the company negotiates and sm¢o loan modifications with borrowers whose Ipamne delinquent. If the
loan modification results in a significant reductim the cash flow compared to the original ndbe, modification is deemed a
troubled debt restructuring and a loss is recoghif® the normal course of the company’s operatitoans that mature may
be renewed at then current market rates and tesmsefiw loans. Such renewals are not designatedhpairied, unless the
matured loan was previously designated as impaired.

Interest is accrued daily based on the principahefloans. An impaired loan continues to accrulwag as the loan is in the
process of collection and is considered to be wethred. Loans are placed on non-accrual statuheatearlier of
management’s determination that the primary soofaepayment will come from the foreclosure andsaguent sale of the
collateral securing the loan (which usually oconten a notice of sale is filed) or when the loanadonger considered well-
secured. When a loan is placed on non-accrualsstifite accrual of interest is discontinued; howgepeeviously recorded
interest is not reversed. A loan may return to @aicstatus when all delinquent interest and priggayments become current
in accordance with the terms of the loan agreement.

Loan administration fees are capitalized and amedtiover the life of the loan on a straight-linetme which approximates
the effective interest method.

Allowance for loan losses

Loans and the related accrued interest and advamneemnalyzed on a periodic basis for ultimate verability. Delinquencies
are identified and followed as part of the loantsys Delinquencies are determined based upon atundédaterms. For
impaired loans, a provision is made for loan lostesdjust the allowance for loan losses to an arhe@onsidered by
management to be adequate, with due consideratiaoltateral values, such that the net carrying @mdprincipal, plus
advances, plus accrued interest less the spelidigance) is reduced to the present value of fubash flows discounted at the
loan’s effective interest rate, or, if a loan idlateral dependent, to the estimated fair valuéhefrelated collateral net of any
senior loans, and net of any costs to sell in Bgiat net realizable value if planned dispositidrthe asset securing a loan is
by way of sale.

The fair value estimates are derived from infororatavailable in the real estate markets includinglar property, and may
require the experience and judgment of third psudigch as real estate appraisers and brokers.
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REDWOOD MORTGAGE INVESTORS IX, LLC
(A Delaware Limited Liability Company)
Notes to Financial Statements
December 31, 2012 and 2011

NOTE 2 — SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Allowance for loan losses (continued)

Loans determined not to be individually impairee grouped by the property type of the underlyintjateral, and for each
loan and for the total by property type, the amafrirotective equity or amount of exposure to l¢ss, the dollar amount of
the deficiency of the fair value of the underlyicgjlateral to the loan balance) is computed.

Allowance for loan losses (continued)

Based on its knowledge of the borrowers and théstohical (and expected) performance, and the axgogo loss,
management estimates an appropriate reserve bgnydppe for probable credit losses in the portfoBecause the company
is an asset-based lender, except as to owner-@tupsidences, and because specific regions, r@ighids and even
properties within the same neighborhoods, varyisagmtly as to real estate values and transacictivity, general market
trends, which may be indicative of a change inrtbk of a loss, are secondary to the conditionhef property, the property
type and the neighborhood/region in which the prigpis located, and do not enter substantially thi® determination of the
amount of the non-specific (i.e. general) reserves.

The company charges off uncollectible loans anateel receivables directly to the allowance accougt it is determined the
full amount is not collectible.

Net income per $1,000 invested

Amounts reflected in the statements of income asneceme per $1,000 invested by members for thieeeperiod are amounts
allocated to members who had their investment dinout the period and have elected to either lele# tarnings to
compound or have elected to receive periodic 8istions of their net income. Individual income lweated each month based
on the members’ pro rata share of members’ cafddause the net income (loss) percentage mayfr@arnymonth to month,
amounts per $1,000 will vary for those individuatio made or withdrew investments during the perimdselect other
options.

Recently issued accounting pronouncements
The FASB issued ASU 2011-04 “Fair Value Measurem@mpic 820): Amendments to Achieve Common Faiduéa
Measurement and Disclosure Requirements in U.S. BAAd IFRs.” The ASU is effective for interim andnaal periods

beginning after December 15, 2011 with prospediwglication. The company’s adoption of ASU 2011efféctive January 1,
2012 had no impact on the financial results ofadbeapany.
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REDWOOD MORTGAGE INVESTORS IX, LLC
(A Delaware Limited Liability Company)
Notes to Financial Statements
December 31, 2012 and 2011

NOTE 3 — MANAGERS AND OTHER RELATED PARTIES

The managers are entitled to one percent of thfitpand losses, which amounted to $6,266 and $5{@Bthe years ended
December 31, 2012 and 2011, respectively.

Formation loan

Formation loan transactions are presented in th@/fing table for the years ended December 31.

2012 2011
Member contributions to date $ 15,272,01 $ 11,506,844
Balance, January 1 $ 741,21! $ 487,674
Formation Loan made 264,31. 303,032
Unamortized discount on imputed interest (21,267) (51,489)
Formation Loan made, net 984,26t 739,217
Repayments received from RMC (74,12)) (48,767)
Early withdrawal penalties applied — (724)
Formation loan, net 910,14! 689,726
Unamortized discount on imputed interest 21,26: 51,489
Balance, December 31 $ 931,40t $ 741,215
Percent loaned 7.00% 7.00%

The formation loan has been deducted from memioarstal in the balance sheets. As amounts areatetiefrom RMC, the
deduction from capital will be reduced. Interess teeen imputed at the market rate of interest fiacefat the end of each
quarter for the new additions to the loan. If thenagers are removed and RMC is no longer recepaygnents for services
rendered, the formation loan is forgiven.

The future minimum payments on the formation loen@esented in the following table ($ in thousands

2013 $ 93,141
2014 93,141
2015 93,141
2016 93,141
2017 93,141
Thereafter 465,701
Total $ 931,406

RMC is required to repay the formation loan. Durthg offering period, RMC will repay annually, otemth of the principal
balance of the formation loan as of December 3th@fprior year. Upon completion of the offeringg flormation loan will be
amortized over 10 years and repaid in 10 equalarinstaliments.
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REDWOOD MORTGAGE INVESTORS IX, LLC
(A Delaware Limited Liability Company)
Notes to Financial Statements
December 31, 2012 and 2011

NOTE 3 — MANAGERS AND OTHER RELATED PARTIES (continued)

The following commissions and fees are paid bybiheowers.

Brokerage commissions, loan originations

For fees in connection with the review, selectiemaluation, negotiation and extension of loans, RM&y collect a loan

brokerage commission that is expected to range fapproximately 2% to 5% of the principal amounteaich loan made
during the year. Total loan brokerage commissiogedianited to an amount not to exceed 4% of thaltobmpany assets per
year. The loan brokerage commissions are paid &ptrrowers, and thus, are not an expense of tpaoy. In 2012 and

2011, loan brokerage commissions paid by the barewere $168,435 and $134,678, respectively.

Other fees

RMC or Gymno will receive fees for processing, mptalocument preparation, credit investigationoreeyance, and other
mortgage related fees. The amounts received aternasy for comparable services in the geograplaiced where the property
securing the loan is located, payable solely bykbrower and not by the company. In 2012 and 2@idse fees totaled
$12,177 and $10,432, respectively.

The following fees are paid by the company.
Loan administrative fees

RMC will receive a loan administrative fee in anaamt up to 1% of the principal amount of each neanl originated or
acquired on the company's behalf by RMC for ses/iemdered in connection with the selection anceamdting of potential

loans. Such fees are payable by the company ugocdidking of each loan. In 2012 and 2011, the E@ministration fees paid
by the company to RMC were $104,630 and $62,3%pemively.

Mortgage servicing fees

RMC earns mortgage servicing fees of up to onetquarf one percent (0.25%) annually of the unpaidgipal of the loan
portfolio or such lesser amount as is reasonalidecastomary in the geographic area where the ptppecuring the mortgage
is located from the company. RMC is entitled toeige these fees regardless of whether specificgaget payments are
collected. The mortgage servicing fees are accmedthly on all loans. Remittance to RMC is made thiynunless the loan
has been assigned a specific loss reserve, at vgairtt remittance is deferred until the specifisdaeserve is no longer
required, or the property has been acquired byctmpany. RMC, in its sole discretion, may elecatzept less than the
maximum amount of the mortgage servicing fee toaenh the earnings of the company. An increase aredse in this fee
within the limits set by the operating agreememectiy impacts the yield to the members. Mortgagevising fees incurred
and paid were $21,357 and $16,756 for the yearsceBecember 31, 2012 and 2011, respectively.

Asset management fees

The managers are entitled to receive a monthlyt asaaagement fee for managing the company's pirtémid operations in
an amount up to three-quarters of one percent ¥6) @ nually of the portion of the capital originalommitted to investment
in mortgages, not including leverage, and including to two percent of working capital reserves.sTamount will be
recomputed annually after the second full yearpsrations by subtracting from the then fair valtighe company’s loans plus
working capital reserves, an amount equal to thstanding debt.

The managers, in their sole discretion, may elecadcept less than the maximum amount of the asaetigement fee to
enhance the earnings of the company. For yeargldddeember 31, 2012 and 2011, the managers havedwie entire asset
management fee due them. An increase or decredkss ifee within the limits set by the operatingessgnent directly impacts
the yield to the members. There is no assurancentireagers will decrease or waive these fees irfiutluee. The decision to
waive fees and the amount, if any, to be waivediasle by the managers in their sole discretion.
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NOTE 3 — MANAGERS AND OTHER RELATED PARTIES (continued)

Asset management fees (continued)

Asset management fees paid to the managers aenpedsn the following table for the years endeddmsber 31.

2012 2011
Maximum chargeable by the managers $ 98,39¢ $ 60,677
Waived by the managers (98,399 (60,677
Charged $ — 3 —

Clerical costs through RMC

RMC, a manager, is reimbursed by the company feraimg expenses incurred on behalf of the compiaciyding without
limitation, accounting and audit fees, legal feed axpenses, postage and preparation of repomenabers, and out-of-pocket
general and administration expenses. The decisimadquest reimbursement of any qualifying chargasade by RMC in its
sole discretion. Operating expenses were $74,4644h,241, for the years ended December 31, 20d2@b1, respectively.

Syndication costs
Organizational and syndication costs are limited &% of the gross proceeds, with any excess i) by the managers.
Applicable gross proceeds were $14,916,267. Rekatpdnditures, net of early withdrawal penaltieglizg, totaled $671,232

or 4.5% of contributions.

Syndication costs incurred by the company are suimathin the following table for the years ended:&mber 31.

2012 2011
Balance, January 1 $ 503,698 $ 266,530
Costs incurred 167,534 237,645
Early withdrawal penalties applied — 477)
Allocated to date — —
Balance, December 31 $ 671,232 $ 503,698

RMC is entitled to receive reimbursement of orgatianal and offering expenses expended on our béffalough December
31, 2012, organizational and offering expensedadtapproximately $2,346,000. Upon achieving theimum unit sales of
1,000,000 units, the company became obligated itnbrgse RMC for these costs up to an amount equdl.5% of gross
offering proceeds until RMC has been fully reimteargor organizational and offering expenses it ined. As of December
31, 2012, approximately $1,675,000 was to be refsdaito RMC contingent upon future sales of membés.
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NOTE 4 — LOANS

The company generally funds loans with a fixedrigde rate and a five-year term. As of December281,2, 90% of the
company’s loans (representing 92% of the aggregateipal of the company’s loan portfolio) haveigefyear term or less
from loan inception. The remaining loans have telomger than five years. As of December 31, 2012|chns outstanding
(representing 53% of the aggregate principal b&ariche company’s loan portfolio) provide for miolytpayments of interest
only, with the principal due in full at maturity.h€ remaining loans require monthly payments of gyl and interest,
typically calculated on a 30 year amortizationhwttie remaining principal balance due at maturity.

Secured loans unpaid principal balance (principal)

Secured loan transactions are summarized in tlenfiolg table for the years ended December 31.

2012 2011

Principal, January 1 $ 8,253,328 $ 3,155,628
Loans funded 10,711,463 8,360,839
Payments received (7,073,774) (3,263,139)
Principal, December 31 $ 11,891,017 $ 8,253,328

Loan characteristics

Secured loans had the characteristics presentée iiollowing table.

2012 2011

Number of secured loans 41 25
Secured loans — principal $ 11,891,017 $ 8,253,32
Secured loans — lowest interest rate (fixed) %75 7.7%%
Secured loans — highest interest rate (fixed) 0FA. 11.0(%
Average secured loan — principal $ 290,025 $ 330,13:
Average principal as percent of total principal A% 4.0(%
Average principal as percent of members’ capital 2.12% 3.26%
Average principal as percent of total assets %.07 3.16%
Largest secured loan — principal $ 1,200,000 $ 1,000,001
Largest principal as percent of total principal 0.0%% 12.12%
Largest principal as percent of members’ capital 8.7%% 9.81%
Largest principal as percent of total assets %®.56 9.51%
Smallest secured loan — principal $ 74,857 $ 97,25!
Smallest principal as percent of total principal 0.63% 1.18%
Smallest principal as percent of members’ capital 0.5%% 0.9¢%
Smallest principal as percent of total assets 3%.5 0.99%
Number of counties where security is located (alifGrnia) 13 1C
Largest percentage of principal in one county 66% 30.1&%
Number of secured loans in foreclosure — —
Secured loans in foreclosure — principal — —
Number of secured loans with an interest reserve — —
Interest reserves $ — $ —
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NOTE 4 — LOANS (continued)

Loan characteristics (continued)

As of December 31, 2012, the company’s largest Inghe principal of $1,200,000 represents 10.09%utstanding secured
loans and 8.56% of company assets. The loan igestdly a residential property located in Santa C@alifornia, bears an
interest rate of 8.75% and matures on August 15201

Larger loans sometimes increase above 10% of theex loan portfolio or company assets as thesaiats@ecrease due to
member withdrawals and loan payoffs and due touetsiring of existing loans. As the portfolio growghin the near term, it

is anticipated the single loan exceeding 10% ofséneured loan portfolio will be less than 10% af #ecured loan portfolio.
Nevertheless, the largest loan is less than 108teofompany assets.

Distribution by California counties

The distribution of secured loans outstanding blf@aia counties is presented in the followingleaht December 31.

2012 2011

Unpaid Unpaid

Principal Principal

Balance Percent Balance Percent

Northern California Counties
San Francisco $ 2,104,019 17.69% $ 2,490,816 30.18%
Santa Cruz 1,200,000 10.09 — —
Alameda 1,199,567 10.09 536,595 6.50
Santa Clara 1,070,463 9.00 1,050,000 12.72
Contra Costa 428,693 3.61 308,355 3.74
San Mateo 418,371 3.52 556,592 6.75
Nevada 340,000 2.86 — —
Marin 244,302 2.06 746,368 9.04
Monterey 183,784 1.55 184,851 2.24
Sonoma 174,689 1.47 — —
7,363,888 61.94 5,873,577 71.17%
Southern California Counties
Los Angeles 4,121,933 34.66 1,482,910 17.96%
San Diego 207,338 1.74 697,529 8.45
Orange 197,858 1.66 199,312 2.42
4,527,129 38.06 2,379,751 28.83%
Total secured loans $11,891,017 100.00% $ 8,253,328 100.00%
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NOTE 4 — LOANS (continued)

Commitments/loan disbursements/construction andbiitation loans

The company may make construction loans that atréuity disbursed at loan inception. Constructioans are determined by
the managers to be those loans made to borrowerthéoconstruction of entirely new structures oretlimgs, whether
residential, commercial or multi-family propertieBhe company will have approved the borrowers u@ tmaximum loan
balance; however, disbursements will be made pieatig as phases of the construction are completet such other times as
the loan documents may require, and will be funlech available cash balances and future cash rscéipe company does
not maintain a separate cash reserve to fund undisth construction loan obligations. Upon projemhpletion, construction
loans are reclassified as permanent loans. Furadiognstruction loans is limited to 10% of the Iqaortfolio. As of December
31, 2012, the company had no construction loanstanding.

The company may also make rehabilitation loanselabilitation loan will be approved up to a maximpnncipal balance
and, at loan inception, will be either fully or pally disbursed. If fully disbursed, a rehabilitat escrow account is established
and advanced periodically as phases of the retetlilh are completed or at such other times adahe documents may
require. If not fully disbursed, the rehabilitatitban will be funded from available cash balanced future cash receipts. The
company does not maintain a separate cash resefuad undisbursed rehabilitation loan obligatioAsDecember 31, 2012,
the company had four acquired rehabilitation loaith outstanding principal balances of $829,50Dp&Which were arranged
for acquisition by RMC. These rehabilitation loaogeeds were generally used to acquire and rensauge family homes for
future sale or rental. As of December 31, 2012 ctimpany had five total rehabilitation loans, udhg the four rehabilitation
loans mentioned above, with a maximum outstandimgcipal balance of $1,534,500 and $34,537 remginmbe funded.
Upon project completion, rehabilitation loans agelassified as permanent loans. Funding of reitetinin loans is limited to
15% of the loan portfolio.

During 2012, RMC arranged loans for the compangurchase up to $2,000,000 of loans from an unatiéil lender who is
the servicer of the loans. The loans generally are

» Secured by first deeds of trust on single-famiéglproperty located in California;
» Have monthly payments of interest only at fixeedsatalculated on a 30-year amortization basis;
* Have maturities of 5 to 11 months.

Lien position

Secured loans had the lien positions presentdtkifollowing table.

2012 2011
Loans Principal Percent Loans Principal Percent

First trust deeds 30 98,241,074 6%% 17 $ 6,383,100 T7%
Second trust deeds 11 3,649,943 31 8 1,870,228 23

Total secured loans 41 11,891,017 10(% 25 8,253,328 100%
Liens due other lenders at loan closing 7,182,065 4,569,311

Total debt $9,073,082 $2,822,639
Appraised property value at loan closing 37%369,615 6,836,465
Percent of total debt to appraised
values (LTV) at loan closin@’ 51.04% 47.78%

(1) Based on appraised values and liens due atheets at loan closing. The loan to value compmunatioes not take
into account subsequent increases or decreasecumity property values following the loan closingr does it
include decreases or increases of the amount oavirggnior liens to other lenders by payments erést accruals,
if any.
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NOTE 4 — LOANS (continued)

Property type

Secured loans summarized by property type are miexsén the following table.

2012 2011
Loans Principal Percent Loans Principal Percent
Single family 39 $ 10,820,554 91% 23 $ 7,585,395 92%
Multi-family 1 670,463 6 1 267,933 3
Commercial 1 400,000 3 1 400,000 5
Land — — — — — —
Total secured loans 41 $11,891,017 100% 25 $ 8,253,328 100%

Scheduled maturities

Secured loans are scheduled to mature as predartteglfollowing table.

Loans Principal Percent
2013 15 $ 3,914,238 33
2014 3 936,895 8
2015 5 2,420,940 20
2016 5 994,002 8
2017 11 2,900,229 25
Thereafter 1 324,713 3
Total future maturities 40 11,491,017 97
Matured at December 31, 2012 1 400,000 3
Total secured loans 41 $ 11,891,017 100 %

Loans may be repaid or refinanced before, at a@rafie contractual maturity date. On matured |odwes company may
continue to accept payments while pursuing colblectif amounts owed from borrowers. Therefore, theva tabulation for

scheduled maturities is not a forecast of futushaaceipts.
Renewals included in 2012 and 2011 were $690,6@2b204,880, respectively.
Delinquency

Secured loans summarized by payment delinquencgrasented in the following table.

2012 2011
Past Due
30-89 days $ 327,702 $ 670,600
90-179 days 199,910 —
180 or more days — —
Total past due 527,612 670,600
Current 11,363,405 7,582,728
Total secured loans $ 11,891,017 $ 8,253,328
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NOTE 4 — LOANS (continued)

Loans in non-accrual status

At December 31, 2012 and 2011, there were no ldasgnated in non-accrual status.

Impaired loans/allowance for loan losses

At December 31, 2012 and 2011, the company hadeggnated any loans as impaired and had not red@nd allowance for
loan losses as all loans were deemed to have fix@emuity (i.e., low loan-to-value ratio) suchattcollection is reasonably
assured for amounts owing.

Modifications and troubled debt restructurings

During the year ended December 31, 2012, one peirfigrinterest-only loan was modified to extendntaturity date from
July 1, 2012 to July 1, 2013 at substantially taens terms except the borrower repaid $300,000 efotiginal principal
balance and principal and interest payments wilhitzele on a 25 year amortization until the new nitgtaiate. No secured

loans had been modified at December 31, 2011. cbhgany has not modified a loan that qualifiedtfeatment as a troubled
debt restructuring.

NOTE 5 — FAIR VALUE

GAAP defines fair value as the exchange pricewmaild be received for an asset or paid to trarestebility (an exit price) in
the principal or most advantageous market for #setaor liability in an orderly transaction betweearket participants on the
measurement date. An orderly transaction is a actim that assumes exposure to the market forriadogrior to the
measurement date to allow for marketing activitiest are usual and customary for transactions wiwglsuch assets and
liabilities; it is not a forced transaction. Markptrticipants are buyers and sellers in the pralciparket that are (i)
independent, (ii) knowledgeable, (iii) able to saaot and (iv) willing to transact.

Fair values of assets and liabilities are deterthibased on the fair value hierarchy establishe@A®RP. The hierarchy is
comprised of three levels of inputs to be used:

- Level 1 inputs are quoted prices (unadjustedjdtive markets for identical assets or liabilitibat the company has
the ability to access at the measurement date.cweamarket is a market in which transactions ocwith sufficient
frequency and volume to provide pricing informataman ongoing basis.

- Level 2 inputs are inputs other than quoted pgritteat are observable for the asset or liabiliithez directly or
indirectly.

- Level 3 inputs are unobservable inputs for theet®r liability. Unobservable inputs reflect thempany’s own
assumptions about the assumptions market partisipaould use in pricing the asset or liability (umting
assumptions about risk). Unobservable inputs areeldped based on the best information availablethia
circumstances and may include the company’s owa. dat

The company does not record its non-impaired l@iiair value on a recurring basis. Impaired loaressmeasured at fair
value on a non-recurring basis. Impaired loangarged at the lesser of the amount owed or tiesédue of the underlying
collateral.
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NOTE 5 — FAIR VALUE (continued)

The following methods and assumptions were usegtimate the fair value of assets and liabilities:

(@) Cash and cash equivalents. The carrying amountleda& value. All amounts, including interest biear
accounts, are subject to immediate withdrawal.

(b) Secured loans. The fair value of the loans was1®I2000 and $8,454,000 at December 31, 2012 and, 201
respectively. The fair value was estimated basexh ypojected cash flows discounted at the estimatecent
interest rates at which similar loans (with regatdsspecifics of property type, occupancy and lgsition)
would be made or are being made by RMC. The didcratas used at December 31, 2012 and 2011, aackrag
8.5% for property types of single-family and md#mily residences and 9.5% for commercial and laraperty
types. A market, such as would be required to desegthe performing loans as being Level 1 or Léwébes not
exist. Sales of loans underwritten primarily aseéfgsed, are infrequent and are not usually pyhbleported,
even within the lending trade associations.

NOTE 6 — COMMITMENTS AND CONTINGENCIES, OTHER THAN LOAN COMMITMENTS AND
SYNDICATION COSTS

Legal proceedings

In the normal course of business, the company neagpibe involved in various legal proceedings sucasaggnment of rents,
bankruptcy proceedings, appointment of receivaerigwful detainers, judicial foreclosure, etc., tdace the provisions of the
deeds of trust, collect the debt owed under thengsory notes, or to protect, or recoup its investifrom the real property
secured by the deeds of trust and to resolve dispogtween borrowers, lenders, lien holders anchamécs. None of these
actions typically would be of any material impoitan As of December 31, 2012, the company is natli@d in any legal

proceedings other than those that would be coresideart of the normal course of business.

NOTE 7 — SUBSEQUENT EVENTS

None
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Item 9 — Changes in and Disagreements with Accountés on Accounting and Financial Disclosure

There were no changes in or disagreements withdhgany’s independent registered public accourftingduring the years
ended December 31, 2012 and 2011.

Item 9A — Controls and Procedures

Evaluation of Disclosure Controls and Procedures

The company carried out an evaluation, under tpersision and with the participation of the managefrthe effectiveness of
the design and operation of the company’s discsontrols and procedures (as defined in Rule Bfa}lof the Securities
Exchange Act of 1934) as of the end of the perimeeced by this report. Based upon that evaluatioe,managers concluded
the company’s disclosure controls and procedures efiective.

Manager's Report on Internal Control over Financial Reporting

The managers are responsible for establishing aidtamning adequate internal control over financégorting, as such term
is defined in the Exchange Act Rule 13a-15(f). Titernal control over financial reporting is destgnto provide reasonable
assurance regarding the reliability of financighaging and the preparation of financial statemdatsexternal purposes in
accordance with accounting principles generallyepted in the United States of America.

The managers and their respective managements cteddan evaluation of the effectiveness of the aygjs internal control
over financial reporting based on theternal Control - Integrated Frameworkssued by the Committee of Sponsoring
Organizations of the Treadway Commission. Basedhenresults of this evaluation, the managers caleduthe manager’s
internal control over financial reporting was effee as of December 31, 2012.

This annual report does not include an attestateport of the manager’'s independent registeredi@wacounting firm
regarding internal control over financial reportingcause current law and SEC rules require suebtation reports only for
large accelerated filers and accelerated filerd (di®e company, as a smaller reporting company,ois sabject to that
requirement).

Changes to Internal Control Over Financial Reporting

There have not been any changes in the managégisah control over financial reporting (as suchrtés defined in Rules
13a-15(f) under the Exchange Act) during the quanteled December 31, 2012 that have materiallctfe or are reasonably
likely to materially affect, the manager’s internantrol over financial reporting.

Item 9B — Other Information

None

Part Il

Iltem 10 — Directors, Executive Officers and Corporte Governance

The company has no directors or executive officEh® managers of the company are RMC and its wimliged subsidiary,
Gymno LLC. The managers are solely responsiblerfanaging the business and affairs of the comparbjest to the rights
of the members to vote on specified matters. Any ohthe managers acting alone has the power aharéty to act for and
bind the company. A majority of the outstanding rbeminterests may, without the consent of the marsgagvote to: (i)
terminate the company, (ii) amend the operatingement, (iii) approve or disapprove the sale obaBubstantially all of the
assets of the company and (iv) remove or replaeeavrall of the managers. The approval of a majaritinterest of the
members is required to elect a new manager toraaathe company business after a manager ceaBesatmanager due to its
withdrawal.
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The Managers

Redwood Mortgage Corp. Redwood Mortgage Corp. is a licensed real estatkeprincorporated in 1978 under the
laws of the State of California, and is engagedhprily in the business of arranging and servicingrtgage loans. Redwood
Mortgage Corp. will act as the loan broker and isémg agent in connection with loans, as it hasedon behalf of several
other limited partnerships formed by the managers.

Gymno LLC. Gymno LLC is a California limited liability companfprmed in 1986 for the purpose of acting as a
Manager of this company and general partner ofrditmited partnerships formed by the individual ragers.

Affiliates of Our Managers

Michael R. Burwell. Michael R. Burwell, age 56, President, Directohie® Financial Officer, Redwood Mortgage
Corp. (1979-present); Director, Secretary and TieasA & B Financial Services, Inc. (1980-presemjesident, Director,
Chief Financial Officer and Secretary of Gymno Gugtion (1986-2011) and now, the manager of Gymh@€,Lthe entity
into which Gymno Corporation was converted (2014spnt); President, Director, Secretary and Treasfréhe Redwood
Group, Ltd. (1979-2011); past member of Board ofisiees and Treasurer, Mortgage Brokers Institud8441986). Mr.
Burwell is licensed as a real estate sales peMorBurwell was a general partner of each of thelRRMI 1l and RMI 11I. Mr.
Burwell is a general partner of each of RMI IV, RM| RMI VI, RMI VII and RMI VIII. Mr. Burwell atterded the University
of California, at Davis from 1975-1979.

Diana B. Mandarino. Diana B. Mandarino, age 67, Director and Exe&utice President of Redwood Mortgage
Corp. (2001-present); Director of Sales and MarkgtiRedwood Mortgage Investors (1995-present)ViBe President,
Rancon Securities Corp. (1982-1995); Marketing Satks Assistant, Belmont Reid & Co. Investment @rqd977-1982);
Member and past President of Financial Planningoéistion, Silicon Valley Chapter. Ms. Mandarinoeattied Foothill
Community College from 1965-1967.

Lorene A. Randich. Lorene A. Randich, age 55, joined Redwood Mortg&gep. in 1991, and has served as a
Director since 2011. Ms. Randich has held the estdte broker’s license of record for Redwood kge Corp. since 2011.
Since 2001, she has been Vice President of LoaduBtion and Underwriting. Ms. Randich has beercanked real estate
broker since 1996. She is a member of the Natidsabciation of Realtors, the California MortgagenBers Association, the
California Association of Mortgage ProfessionalsodBl Member—San Francisco/Peninsula Chapter) aedCtiifornia
Mortgage Association (Member, Education Committé4y. Randich received a BA from UC Berkeley in 1980

Financial Oversight by Managers

The company does not have a board of directorsnoawait committee. Accordingly, the managers sehe equivalent

function of an audit committee for, among othemgjs, the following purposes: appointment, compémsatreview and

oversight of the work of our independent publicaotants, and establishing the enforcing of theeCafdEthics. However,
since the company does not have an audit comngtidehe managers are not independent of the comgi@agompany does
not have an “audit committee financial expert.”

Code of Ethics
The managers have adopted a Code of Ethics aplglitabthe managers and to any agents, employedsdependent
contractors engaged by the managers to perfornfutiions of a principal financial officer, prin@paccounting officer or

controller of the company, if any. You may obtaieapy of this Code of Ethics, without charge, upequest by calling our
Investor Services Department at (650) 365-5341.
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Iltem 11 — Executive Compensation

COMPENSATION OF THE MANAGERS AND AFFILIATES BY COMP _ANY

As indicated above in Item 10, the company hasfficeos or directors. The company is managed bymlamagers. There are
certain fees and other items paid to managemenitedaiged parties.

A more complete description of management compims& found in the company’s prospectus, datedeDdxer 4, 2012,
under the section “Compensation of our ManagersTdnair Affiliates” at pages 44 and following, whichincorporated herein
by reference. Such compensation is summarized below

|. THE FOLLOWING COMPENSATION HAS BEEN PAID TO THE MANAGERS AND/OR THEIR AFFILIATES
FOR SERVICES RENDERED DURING THE YEAR ENDED DECEMBER 31, 2012. ALL SUCH COMPENSATION

IS IN COMPLIANCE WITH THE GUIDELINES AND LIMITATION S SET FORTH IN THE OPERATING
AGREEMENT.

Entity Receiving Compensation Description of Conmgagtion and Services Rendered Amount
Redwood Mortgage Corp. Mortgage Servicing Fee déovising loans................. $21,357
(Manager)

Managers &/or Affiliates Asset Management Fee fanaging assets............., $0
Managers 1% interest in profits (I0SS) ......uccccemeeeeeeeiiieeieeeen. $6,266
Less allocation of syndication costs........................ $0
$6,266

Managers &/or Affiliates Portion of early withdralygenalties applied to
reduce Formation Loan .............oooooiiiecceeeiiiiiieeee $0

Il. FEES PAID BY BORROWERS ON MORTGAGE LOANS PLACE D WITH THE COMPANY BY COMPANIES
RELATED TO THE MANAGERS DURING THE YEAR ENDED DECEM BER 31, 2012 (EXPENSES OF
BORROWERS NOT OF THE COMPANY)

Redwood Mortgage Corp. Mortgage Brokerage Commissior services in

connection with the review, selection, evaluation,
negotiation, and extension of the loans paid ley th
borrowers and not by the company..........cccceeeee i $168,435

Redwood Mortgage Corp. Processing and Escrow feesfvices in

connection with notary, document preparation, itred
investigation, and escrow fees payable by thedvears
and not by the company ............coociiceemeinieeeeeee, $11,634

Gymno LLC Reconveyance Fee ..........cccovvvieveeeec e $543

. IN ADDITION, THE MANAGERS AND/OR RELATED COMP ANIES PAY CERTAIN EXPENSES ON
BEHALF OF THE COMPANY FOR WHICH IT IS REIMBURSED AS NOTED IN THE STATEMENTS OF
OPERATION DURING THE YEAR ENDED DECEMBER 31, 2012 . . . . .. ... 0t e e e e $4,464
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Iltem 12 — Security Ownership of Certain BeneficiaDwners and Management, and Related Stockholder Matts

No person or entity owns beneficially more tharefpercent (5%) of the units. The managers do wat any units, but the
managers receive collectively 1% of the net incaand losses of the company and the members recellectovely the
remaining 99% of such items

Item 13 — Certain Relationships and Related Transdmns, and Director Independence

Refer to footnote 3 of the Notes to Financial Staets in Part Il item 8, which describes relatedyp@es and data.

Also refer to the company’s prospectus, dated Déee, 2012, under the section “Compensation of @amagers and Their
Affiliates” (pages 44 and following), which is ingmrated herein by reference.

For a description of the company’s policies andcpdures for the review, approval or ratificatiorretited party transactions,
refer also to the company’s prospectus dated Deeedp2012, for the discussion under the captiooni@ensation of Our
Managers and Their Affiliates” (pages 44 and foliog) , the discussion under the caption “Conflicfdnterest” (pages 52
and following) and the discussion under the captiorestment Objectives and Criteria” (pages 63 &iltbwing), each of

which is incorporated herein by reference.

Since the company does not have a board of dieetwd since the managers are not considered indepeof the company,
the company does not have the equivalent of inddgrrdirectors.

Item 14 — Principal Accountant Fees and Services

Fees for services performed for the company bytheipal accountant for 2012 and 2011 are as\vallo

Audit FeesThe aggregate fees billed during the years endm@@ber 31, 2012 and 2011 for professional servaretered for
the audit of the company’s annual financial statetséncluded in the company’s Annual Report on FA®RK, review of

financial statements included in the company’s @ubr Reports on Form 10-Q and for services prayigeconnection with
regulatory filings were $116,837 and $77,698, respely. As sponsor of the company, Redwood Magg&orp. paid to the
company the entire amount of these fees in 20128ad.

Audit Related Feeghere were no fees billed during the years endeceber 31, 2012 and 2011 for audit-related sesvice

Tax feesThe aggregate fees billed for tax services foryers ended December 31, 2012 and 2011 were $1ar&8$18,855,
respectively. These fees relate to professionalees rendered primarily for tax compliance.

All Other FeesThere were no other fees billed during the yeaded December 31, 2012 and 2011.

All audit and non-audit services are approved leyrttanagers prior to the accountant being engagéitebgompany.
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Part IV

Item 15 — Exhibits and Financial Statement Scheduge

A. Documents filed as part of this report are ipowated:

1.

In Part I, Item 8 under A —Financial Statensent

2. No financial statement schedules are requadzktfiled because Redwood Mortgage Investors G ks a smaller

reporting company.

3. Exhibits.
Exhibit No. Description of Exhibits
3.1* Fifth Amended and Restated Limited Liabilitpi@pany Operating Agreement
3.2%* Certificate of Formation
4.1* Subscription Agreement and Power of Attorriagluding Special Notice for California Residents
10.1* Distribution Reinvestment Plan
10.2***  Loan Servicing Agreement
10.3***  Form of Note secured by Deed of Trust fasrGtruction Loans which provides for interest goéyyments
10.4**  Form of Note secured by Deed of Trust fasr@mercial Loans which provides for interest onlympants
10.5***  Form of Note secured by Deed of Trust fasr@mercial Loans which provides for principal antémest
payments
10.6***  Form of Note secured by Deed of Trust faedlential Loans which provides for interest ordyments
10.7***  Form of Note secured by Deed of Trust foeddential Loans which provides for interest aridqipal
prepayments
10.8***  Construction Deed of Trust, Assignment afdses and Rents, Security Agreement and Fixturg kd accompany
Exhibit 10.3
10.9***  Deed of Trust, Assignment of Leases and Reand Security Agreement and Fixture Filing tcamspany Exhibits
10.4 and 10.5
10.10**  Deed of Trust, Assignment of Leases anditReand Security Agreement and Fixture Filingdocampany Exhibits
10.6 and 10.7
10.11**  Agreement to Seek a Lender
10.12**  Formation Loan Promissory Note
31.1t Certification of Manager pursuant to Sec86a of the Sarbanes-Oxley Act of 2002
31.2t Certification of Manager pursuant to Sec86a of the Sarbanes-Oxley Act of 2002
32.11 Certification of Manager pursuant to Sec806 of the Sarbanes-Oxley Act of 2002
32.21 Certification of Manager pursuant to Sec806 of the Sarbanes-Oxley Act of 2002
99.11 Selected Portions of the Company’s Prospegaisd December 4, 2012
101.INSt XBRL Instance Document
101.SCHt XBRL Taxonomy Extension Schema Document
101.CALt XBRL Taxonomy Extension Calculation LinldeaDocument
101.DEFt XBRL Taxonomy Extension Definition Linklza®ocument
101.LABt XBRL Taxonomy Extension Label Linkbase Dowent
101.PRE%* XBRL Taxonomy Extension Presentation LagebDocument

*

Previously filed and incorporated by referencethte same numbered Exhibit to Pre-Effective Amenaro. 1 to
Post-Effective Amendment No. 1 to the Company’s iRegtion Statement on Form S-11 (Commission File
No. 333-181953), filed on January 24, 2013.
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**  Previously filed and incorporated by referenceBxhibit 3.2 to Pre-Effective Amendment No. 2 ke Company’s
Registration Statement on Form S-11 (Commissiom Rd. 333-155428), filed on March 17, 2009.

*** Previously filed and incorporated by refereniwethe same numbered Exhibit to Pre-Effective Anmeedt No. 1 to
the Company’s Registration Statement on Form S&dmmission File No. 333-181953), filed on NovemB&r
2012.

Filed herewith.

XBRL (Extensible Business Reporting Languagedrimiation is furnished and not filed herewith, ig agart of
a registration statement or prospectus for purposagctions 11 or 12 of the Securities Act of 1983deemed
not filed for purposes of section 18 of the Se@siExchange Act of 1934, and otherwise is notestttip liability
under these sections.
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SIGNATURES

Pursuant to the requirements of Section 13 or 1®f(the Securities Exchange Act of 1934 the regigthas duly caused this
report to be signed on its behalf by the undersigtieereto duly authorized on the 29th day of MagfH 3.

REDWOOD MORTGAGE INVESTORS IX, LLC

By: Redwood Mortgage Corp., Manager

By:  /S/ Michael R. Burwell
Michael R. Burwell, President,
Secretary/Treasurer

By: Gymno LLC, Manager

By:  /S/ Michael R. Burwell
Michael R. Burwell, Manager
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Pursuant to the requirements of the Securities &xgé Act of 1934, this report has been signed bdigwhe following
persons on behalf of the registrant and in the @pimdicated on the 29th day of March, 2013.

Signature Title Date

/S/ Michael R. Burwell
Michael R. Burwell President, Secretary/Treasofer March 29, 2013
Redwood Mortgage Corp. (Principal
Financial and Accounting Officer);
Director of Redwood Mortgage Corp.

/S/ Michael R. Burwell
Michael R. Burwell Manager of Gymno LLC March 2913
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Exhibit 31.1

PRESIDENT’'S CERTIFICATION

I, Michael R. Burwell, certify that:

1.

I have reviewed this annual report on Form 1@fKRedwood Mortgage Investors IX, LLC, a Delawarenited
Liability Company (the “Registrant”);

Based on my knowledge, this report does notatorgny untrue statement of a material fact or dmitate a material
fact necessary to make the statements made, indfghe circumstances under which such statemgete made, not
misleading with respect to the period covered Iy ithport;

Based on my knowledge, the financial statememtd, other financial information included in theport, fairly present
in all material respects the financial conditioasults of operations and cash flows of the Registma of, and for, the
periods presented in this report;

The Registrant’s other certifying officers andré responsible for establishing and maintainiisgldsure controls and
procedures (as defined in Exchange Act Rules 18a}Hmnd 15d-15(e)) and internal control over firiaheporting (as
defined in Exchange Act Rules 13a-15(f) and 15-(f}]1 %or the Registrant and have:

(@)

(b)

(©)

(d)

designed such disclosure controls and procsedure caused such disclosure controls and procsdiorebe
designed under our supervision, to ensure that rrmbt@formation relating to the Registrant, incing its
consolidated subsidiaries, is made known to usthgre within those entities, particularly during theriod in
which this report is being prepared;

designed such internal control over finance&darting, or caused such internal control overrfaial reporting to
be designed under our supervision, to provide regse assurance regarding the reliability of finaheporting
and the preparation of financial statements foremw purposes in accordance with generally acdepte
accounting principles;

evaluated the effectiveness of the registradisslosure controls and procedures and presentdus report our
conclusions about the effectiveness of the discéosontrols and procedures, as of the end of thegeovered
by this report based on such evaluation; and

disclosed in this report any change in thegtegit's internal control over financial reportitigat occurred during
the registrant’'s most recent fiscal quarter (ttggsteant’s fourth fiscal quarter in the case ofaamual report) that
has materially affected, or is reasonably likelymaterially affect, the Registrant’s internal cohtover financial
reporting; and

The Registrant’s other certifying officers antldve disclosed, based on our most recent evatuafiinternal control
over financial reporting, to the Registrant’s aaditand the audit committee of the Registrant’srébad directors (or
persons performing the equivalent functions):

(@)

(b)

all significant deficiencies and material weegses in the design or operation of internal comiver financial
reporting which are reasonably likely to adversdfgct the Registrant’s ability to record, processnmarize and
report financial information; and

any fraud, whether or not material, that inesivmanagement or other employees who have a s@mifiole in
the Registrant’s internal control over financigboeting.

/s/ Michael R. Burwell

Michael R. Burwell, President,

(principal executive officer and principal finanktdficer)
Redwood Mortgage Corp,

Manager
March 29, 2013
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Exhibit 31.2
PRESIDENT AND CHIEF FINANCIAL OFFICER CERTIFICATION
I, Michael R. Burwell, certify that:

1. I have reviewed this annual report on Form 1@fKRedwood Mortgage Investors IX, LLC, a Delawarenited
Liability Company (the “Registrant”);

2. Based on my knowledge, this report does notatorgny untrue statement of a material fact or dmstate a material
fact necessary to make the statements made, indfghe circumstances under which such statemgete made, not
misleading with respect to the period covered Iy ithport;

3. Based on my knowledge, the financial statememtd, other financial information included in theport, fairly present
in all material respects the financial conditioasults of operations and cash flows of the Registma of, and for, the
periods presented in this report;

4. The Registrant’s other certifying officers andré responsible for establishing and maintainiisgldsure controls and
procedures (as defined in Exchange Act Rules 18a)}Hmnd 15d-15(e)) and internal control over firiaheporting (as
defined in Exchange Act Rules 13a-15(f) and 15-(f}] %or the Registrant and have:

(@) designed such disclosure controls and procedume caused such disclosure controls and procsdiarebe
designed under our supervision, to ensure that rrmbt@formation relating to the Registrant, incing its
consolidated subsidiaries, is made known to usthgre within those entities, particularly during theriod in
which this report is being prepared;

(b)  designed such internal control over financedarting, or caused such internal control overrfaial reporting to
be designed under our supervision, to provide megsle assurance regarding the reliability of finaheeporting
and the preparation of financial statements foremml purposes in accordance with generally acdepte
accounting principles;

(c) evaluated the effectiveness of the registradisslosure controls and procedures and presentduds report our
conclusions about the effectiveness of the discéosontrols and procedures, as of the end of thegeovered
by this report based on such evaluation; and

(d) disclosed in this report any change in thestegnt’s internal control over financial reportitigat occurred during
the registrant’'s most recent fiscal quarter (tlggsteant’s fourth fiscal quarter in the case ofaamual report) that
has materially affected, or is reasonably likelymaterially affect, the Registrant’s internal cohtover financial
reporting; and

5. The Registrant’s other certifying officers antldve disclosed, based on our most recent evatuafiinternal control
over financial reporting, to the Registrant’s aaditand the audit committee of the Registrant’srébad directors (or
persons performing the equivalent functions):

(@ all significant deficiencies and material weesses in the design or operation of internal cbmver financial
reporting which are reasonably likely to adversdfgct the Registrant’s ability to record, processnmarize and
report financial information; and

(b) any fraud, whether or not material, that inesivmanagement or other employees who have a s@nifiole in
the Registrant’s internal control over financigboeting.

/s/ Michael R. Burwell

Michael R. Burwell,
Manager of Gymno LLC,
Manager

March 29, 2013
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Exhibit 32.1

CERTIFICATION PURSUANT TO
18 U.S.C SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Annual Report of Redwood dage Investors 1X, LLC (the “company”) on Form K(er the period
ended December 31, 2012 as filed with the Secsriie Exchange Commission on the date hereof Rbpdrt”), pursuant to
18 U.S.C. (S) 1350, as adopted pursuant to (Sp@€te Sarbanes-Oxley Act of 2002, |, Michael RnBeil, certify that to the
best of my knowledge:

(1) The Report fully complies with the requiremeotsection 13(a) or 15(d) of the Securities ExgjeaAct of
1934; and

(2) The information contained in the Report faphesents, in all material respects, the finanaalition and
results of operations of the company at the datddar the periods indicated.

A signed original of this written statement reqdit®y Section 906 has been provided to Redwood Mgednvestors IX, LLC

and will be retained by Redwood Mortgage Invest¥rd LC and furnished to the Securities and Excle@pmmission or its
staff upon request.

/s/ Michael R. Burwell

Michael R. Burwell, President,

(principal executive officer and principal finanktdficer)
Redwood Mortgage Corp,

Manager

March 29, 2013
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Exhibit 32.2

CERTIFICATION PURSUANT TO
18 U.S.C SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Annual Report of Redwood dage Investors 1X, LLC (the “company”) on Form K(er the period
ended December 31, 2012 as filed with the Secsriie Exchange Commission on the date hereof Rbpdrt”), pursuant to
18 U.S.C. (S) 1350, as adopted pursuant to (Sp@€te Sarbanes-Oxley Act of 2002, I, Michael RnBeil, certify that to the
best of my knowledge:

(1) The Report fully complies with the requiremeotsection 13(a) or 15(d) of the Securities ExgjeaAct of
1934; and

(2) The information contained in the Report faphesents, in all material respects, the finanaalition and
results of operations of the company at the datddar the periods indicated.

A signed original of this written statement reqdit®y Section 906 has been provided to Redwood Mgednvestors IX, LLC

and will be retained by Redwood Mortgage Invest¥rd LC and furnished to the Securities and Excle@pmmission or its
staff upon request.

/s/ Michael R. Burwell

Michael R. Burwell,
Manager of Gymno LLC,
Manager

March 29, 2013
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