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Valuation Memorandum 
 
To:    Kelly Ng, Manager 
  RE Loans LLC and Bar-K Management, Lafayette, CA 
   
From:   Mary Ann Lerch, CFA, ASA, MCBA, BVAL 
 
Dates:   Valuation Date is December 31, 2009; Date of Report is January 14, 2010 
 
Subject:   Valuation of a $100,000 note in RE Loans LLC 
 

Executive Summary 
RE Loans LLC is a private lending group or private fund which provides first position 
lending to real estate developers and owners. The company was formed to make portfolio 
mortgage loans, mezzanine and other secured and unsecured real estate-related loans. 
The company manages its loan portfolio as well as originates and closes all loans and sees 
them through to payback, and conducts its real estate loan business.   
 
The purpose of the valuation is the estimate of fair market value for Required Minimum 
Distribution (RMD) purposes. 
 
The valuation memorandum contains an introduction, a description of the loan portfolio, a 
development of the appropriate rate of return, and a valuation of the loans in the 
portfolio. 
 
The valuation is based on two market approaches including a survey of all publicly traded 
mortgage debt securities in the real estate industry classified by rating and yield to 
maturity; the assignment of the rating and yield to maturity for RE Loans LLC notes held 
by its investors, and the valuation thereof.  As a second approach, the net asset value of 
the fund was also computed by appraising each of the loans in the portfolio, and adding 
the cash, and subtracting the Wells Fargo debt securities. The process is in Appendix 1 to 
the valuation memorandum. 
 
I am opining the value as of December 31, 2009 of $30 per $100 of face value of RE Loans 
LLC notes.  A $100,000 investment in RE Loans has a fair market value as of December 31, 
2009 of $30,000.  
 

$30 Per $100 of Face Value 
 
 
The net asset value of the portfolio of loans is estimated to be $37 per $100 of face value 
as shown in Appendix 1. 
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Introduction 
This valuation memorandum has been prepared for the management of BAR-K Management 
and RE Loans LLC. The report is authored by Mary Ann Lerch, CFA, ASA, MCBA, BVAL. 
 
Valuation Purpose & Intended Use 
The purpose of the valuation is estimation of Fair Market Value of RE Loans LLC notes to 
its noteholders for required minimum distribution (RMD) purposes for distribution of IRAs 
and other investment vehicles containing the RE Loans notes.  The valuation date is 
December 31, 2009. 
 
Interest to be Appraised 
The interests appraised vary among the note holders.  We appraised the notes and opined 
the value on the basis of a $100 face value of the note, and a $100,000 investment or face 
value of the portfolio. 
 
Intended Use of the Valuation 
The intended use of the appraisal is for computation of required minimum distribution 
(RMD) purposes for IRAs and other retired personal investment vehicles, and is to be used 
for no other purpose. 
 
Definition of Fair Market Value 
Opinions in this document are made in accordance with Revenue Ruling 59-60 and the 
Department of Labor Regulations governing "Adequate Consideration" which define Fair 
Market Value as "the price at which the property would change hands between a willing 
buyer and a willing seller when the former is not under any compulsion to buy and the 
latter is not under any compulsion to sell, both parties having reasonable knowledge of 
relevant facts."  Both buyer and seller are also assumed to be willing and able to trade as 
well as fully informed about the market for the property involved.  Accordingly, fixed 
income securities, the following relevant factors have been considered:  
 

1. the nature of the business and the history of the enterprise from its inception  
2. the economic outlook in general and the condition and outlook of the specific 

industry       
3. the face value of the notes and the financial condition of the business 
4. the payment history on the notes.  
5. the ability to meet the coupon payments and redemption of principal on the due 

date, and the capacity therefor.  
6. sales of the subject notes in the secondary market, if any.  
7. the market prices of similar notes of corporations engaged in the same or similar 

lines of business whose stocks are actively traded in a free and open market, either 
on an exchange or over-the-counter, but listed in Standard & Poor’s Bond Guide. 
Since this valuation was due January 15, 2009, which is prior to the publication of 
the January 2010 Bond Guide, the prices and yields from the November 2009 Bond 
Guide are used herein.       
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Information Considered 
In rendering this opinion, I have relied, without independent verification, on the accuracy, 
completeness, and fairness of all financial and other information that was publicly 
available or furnished to us by Zandonella Reporting Services and our management 
interview with Patty Garaventa, Anna Zandonella Bob and Les Garaventa, as well as 
outside valuation information and research sources.  Documents and information included: 
 

1. RE Loans LLC, internal Balance Sheet as of December 31, 2009.  
2. Site visit to RE Loans LLC August 7, 2008 and Interview with Kelly Ng, Walter Ng, 

and Bruce Horowitz in September 2009 and then January 6, 2010.  
3. RE Loans LLC Exchange Agreement between Bar-K, Inc. B-4 Partners, and the other 

members, and noteholders, dated November, 2007.  
4. Mortgage Fund ’08 Note Program, Private Offering Memorandum 
5. Wells Fargo Foothill, RE Loans LLC Mortgage Fund, State of the Fund Memorandum 

with Current Developments in the Loan Portfolio and for the Funds. 
6. Various appraisal literature, including but not limited to:  

a. Standard & Poor’s Bond Guide, November 2009. 
b. Mortgage loan website, Insight Economics on mortgage rates, a subscription 

service published by Dr. Steven Wood, from UC Berkeley. 
 
Valuation Opinion 
In my opinion based on an analysis of the economy, the industry, and transactions of 
companies similar to the subject company, and a valuation of the income stream 
capitalized at a market-derived security-specific rate of return, the fair market value of a 
$100,000 note in RE Loans LLC  as of December 31, 2009 is: 
 

$30,000 per $100,000 or 
 

$30 per $100 of face value 
 
CERTIFICATION           
           
I, the undersigned, to the best of my knowledge, certify 

• That the statements of fact contained in this report are true and correct. No 
matters affecting the conclusions have knowingly been withheld or omitted. 
          

• That the reported analyses, opinions and conclusions are limited only by the 
reported assumptions and limiting conditions, and are the appraiser’s personal, 
unbiased professional analyses, opinions, and conclusions.    
       

• That the appraisal was performed on a basis of non-advocacy. The appraiser has no 
present or prospective interest in the property that is the subject of this report, 
and has no personal interest or bias with respect to the parties involved. 
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• That the appraiser's compensation is not contingent on an action or event resulting 
from the analyses, opinions, or conclusions in, or the use of, this report. The fee for 
the appraisal report is not contingent upon the value reported.  

           
• That the appraisers' analyses, opinions, and conclusions were developed, and this 

report has been prepared in conformity with; the Uniform Standards of Professional 
Appraisal Practice, the Business Appraisal Standards of the Institute of Business 
Appraisers, and the Code of Ethics of the American Society of Appraisers. 
          

• No one provided significant professional assistance to the persons signing this 
report.           

           
           
Respectfully Submitted,           
           
 
 
     
     
Mary Ann Lerch, CFA, ASA, MCBA, BVAL         
Business Valuation Expert           
           
 
ASSUMPTIONS & LIMITING CONDITIONS        
   
This appraisal report has been prepared subject to the following assumptions and limiting 
conditions:  
 

1. Limit of Liability: Liability of the appraisers is limited to the terms of the 
engagement. There is no accountability or liability to any third party.  

2. Neither all, nor any part of the contents of the appraisal report shall be conveyed 
to the public through advertising, public relations, news sales, or other media 
without the written consent and approval of the appraisers. 

3. During the course of the valuation study, the appraisers have relied upon 
information provided by management and other third parties. These sources are 
believed to be reliable, but no further responsibility is assumed for accuracy. 

4. The appraiser has relied upon the assertion of management that the financial data 
described in this report provide a reasonable representation of the operation of the 
company.    

5. The appraiser is not required to give testimony in court nor to be present for any 
hearings or depositions with reference to the company being appraised unless prior 
arrangements have been made. However, the appraiser is prepared to defend her 
opinion in court if need be, although additional fee is required. 

6. The appraisal and its conclusion are subject to review upon the presentation of 
data which may have been undisclosed or unavailable at this writing.  
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7. There is no limitation on the scope of the work product. The scope of the work 
product was left to the judgment of the appraisers and their familiarity and 
understanding of both the Internal Revenue Regulations governing minimum 
required distributions and Revenue Ruling 59-60 in rendering the valuation opinion 
and presenting the report. 

8. Acceptance of, and/or use of, this report constitutes acceptance of the above 
conditions.           
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Valuation Methodology for the Notes 
The subject notes are debt rather than equity securities.  The valuation of debt securities 
is best performed as the sum of the discounted cash flow stream under the terms of the 
contract, discounted at a market-derived risk-adjusted, security specific rate of return. 
 
In my opinion, I must look to the rates of return on conventional mortgages which are part 
of the interest rate environment, as well as the rate of return on two other types of 
securities.  There are publicly traded mortgage lenders, and subprime mortgage lenders 
which are pass-through entities and which payout 90% of their earnings in shareholder 
distributions to maintain a pass through tax status.  The rates on those bonds, if available, 
may provide some guidance as to a discount rate.   
 
According to the Federal Reserve Board’s website, Fed Funds rate had been adjusted by 
the Fed to a 5-year low of 0.05%1.  It was at a 5 year high of 5.41% a little over two years 
ago in August 2007.   As of December 31, 2009, the benchmark 10-year Treasury note was 
3.85%2. The 30-year bond traded to yield 4.63%.3   State and Local bonds were yielding 
4.25% on Thursday, December 31, 2009.4 
 
The Federal Reserve notes that the 30-year fixed rate mortgage was 5.00%.  A yield curve 
on mortgages from July 23, 2009 is shown below, but the October 31, 2009 is on the chart. 
It is about 4/7ths or 57% beyond the beginning of 2009, and looks to be at the low point on 
the curve.  

Figure 1 

 

                                                 
1 http://www.federalreserve.gov/releases/h15/data/Business_day/H15_TCMNOM_Y10.txt 
2 http://www.federalreserve.gov/releases/h15/data/Business_day/H15_TCMNOM_Y10.txt 
3 Federal Reserve Board, http://www.federalreserve.gov/releases/h15/data/Business_day/H15_TCMNOM_Y30.txt. 
4 Federal Reserve Board, http://www.federalreserve.gov/releases/h15/data/Weekly_Thursday_/H15_SL_Y20.txt 
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Figure 1 is courtesy of Insight Economics on mortgage rates, a subscription service 
published by Dr. Steven Wood, from UC Berkeley.  Mortgage rates had reached a peaked in 
early 2009 and had reached a trough in mid-2009. Over the past 5 months, home purchase 
activity has been on a modest upward trend amid substantial week-to-week volatility, 
suggesting that home sales have bottomed and even begun a small recovery from a 
extremely subdued level. Refinancing activity has also been quite volatile in recent 
months and has also been on a slight rising trend despite being far below its level at the 
beginning of the year. Refinancing is particularly sensitive both to the levels and to the 
changes in mortgage rates. 
 
Publicly traded Lenders           
There are four publicly traded lenders which I believe are similar in their willingness to 
invest in riskier mortgage paper.  These include Navistar Financial, Annaly Mortgage, 
Thornburg Mortgage Corporation and Impac Holdings. There are probably others, but these 
are four typical companies.  None of their common stocks or bonds are traded publicly any 
longer since the collapse of the subprime lending market.        
      
Therefore, we looked to real estate operating companies and other lenders for yields on 
their corporate bonds. This provides a market yield of the securities in the portfolio of RE 
Loans LLC and Mortgage Fund '08 to check the net assets for reasonableness.    
         
Corporate Bonds           
Thornburg Mortgage Corporation had  CC rated  Senior Notes, the 8s (8%) of 2013 which as 
of April 30, 2009 traded at  $1.87 with zero yield and zero yield to maturity.   
Interestingly, Standard & Poor's Bond Guide for November 2009 was carefully perused for 
companies like Thornburg Mortgage, which is remotely similar to RE Loans LLC but on a 
larger scale.  However, neither Thornburg Mortgage nor any of the other public companies 
had publicly traded bonds as of October 31, 2009.      
     
The November 2009 Bond Guide listed all the publicly traded corporate bonds, as well as 
bonds of the quasi-government agency bonds, Fannie Mae and Freddie Mac. Since Freddie 
Mac provides a secondary market for conventional mortgages, by buying bonds which have 
originated in the primary market from home sales, its bonds which it sells to raise money 
to make its market, provide one excellent yield curve estimate.  But the corporate bonds 
of the commercial, industrial, and multi-residential, hotel and resort properties, etc., 
provided another indication of the yield curve.  We have examined both Freddie Mac bond 
yields and REIT yields to maturity.         
 
REIT Bonds           
A real estate investment trust owns various real estate properties.  It issues debt 
securities to investors in the public market to buy properties.  Many of these bonds are 
secured by mortgages on the properties.  These are mortgage trust notes and bonds.  
These are publicly traded and offer a collection of yields, risks and maturity levels which 
can be used to ascertain a yield for the subject notes held by RE Loans LLC and Mortgage 
Fund '08. 
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There were 250 mortgage trust bonds and secured notes listed in the November 2009 Bond 
Guide under the various REIT industrial classifications.  Table 6 lists the classifications for 
the Global Industrial Classification System which were included in the REIT Bond and Note 
survey conducted for this valuation. 
  
There were approximately 149 
Mortgage Trust (M-T) bonds and 
notes in the survey of corporate 
REITs.  These bonds are listed in 
Appendix 2.  These bonds had a 
variety of ratings.  We took each 
bond, noted the terms in the 
description, the current yield, the 
yield to maturity, the rating, and 
the maturity date, and the GICS 
code.  These were then arranged 
by rating category.  Table 7 is the 
table of summary results. 
 
All the yields are yields to 
maturity.  SD is standard deviation.  
The mean plus or minus one 
standard deviation tells the reader the range between which two-thirds of the data lie. 
 

Table 2         

Summary of Mortgage Trust Bond Yields on REITs as of October 31, 2009 

Rating 

assigned 
numeric 
rating 

Average 
Yield 

Median 
Yield Max Yield 

Minimum 
Yield SD 

Mean + 1 
SD 

Mean -
1SD 

A bonds  1 5.52% 6.08% 7.70% 2.78% 2.18% 7.70% 3.33% 
BBB+ 2 5.63% 5.66% 8.90% 4.29% 1.27% 6.90% 4.36% 

BBB 3 7.03% 6.91% 15.63% 3.49% 1.65% 8.68% -1.65% 

BBB- 4 6.78% 7.11% 7.75% 4.78% 0.88% 7.66% 5.90% 
All BBB 
Bonds 5 6.74% 6.82% 15.63% 2.78% 1.59% 8.33% 5.15% 
BB+ 6 6.83% 7.51% 7.94% 4.74% 1.35% 8.18% 5.48% 

BB 7 10.36% 11.06% 12.87% 7.65% 1.99% 12.35% 8.38% 

BB- 8 7.32% 7.38% 7.68% 6.86% 0.35% 7.67% 6.97% 
All BB 
Bonds 9 8.52% 7.72% 12.87% 4.74% 2.28% 10.80% 6.23% 

CCC 10 22.85% 20.99% 49.99% 6.98% 9.92% 32.77% 12.92% 
Not Rated 11 6.51% 6.56% 8.21% 5.09% 1.03% 7.54% 5.47% 

  
 
 

Table 1      
REITS and their Industrial Classifications Per Bond Guide 

Numeric Code 
Global Industrial Classification System 

(GICS) 

40401010 
REITs Management and 
Development 

  

40402020 Industrial REITS    

40402030 Mortgage REITS    

40402040 
Office 
REITS 

    

40402050 Residential REITS    

40402060 Retail REITS     

40402070 Specialized or specialty REITS   

40403020 Real Estate Operating Companies   

Source:  Definitions from Google.com listing for that GICS code. 
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Note that these bonds are all current.  The bonds that are in default are rated by the word 
flat.  Thornburg Mortgage bonds is one such issue; and it was trading at 3 or $30 for each 
$1,000 bond in April 2009.  It is no longer trading.      
    
On other anomaly in the data is that the BB- bonds are traded at a lower yield to maturity 
than are the BB bonds.  Host Marriott has three of the issues in this group of 4, and Host 
Marriott is a very high quality company. Moreover, the BB- is the lowest of the B 
categories, and some investors look to them as the desirable category below which they 
cannot venture under the prudent man rule.  So they is clearly more demand for BB- than 
either the BB+ or BB rated bonds. 
 
Rating Categories           
According to the Bond Guide, a Standard & Poor’s issue credit rating is a current opinion 
of the creditworthiness of an obligor with respect to a specific financial obligation, a 
specific class of financial obligations, or a specific financial program (including ratings on 
medium term note programs and commercial paper programs.)  It takes into consideration 
the creditworthiness of guarantors, insurers, or other forms of credit enhancement on the 
obligation, and takes into account the currency in which the obligation is denominated….5 
 
Issue credit ratings are based on current information furnished by the obligors or obtained 
by Standard & Poor’s from other sources it considers reliable. 
 
Issue credit ratings can be either long-term or short-term.  Short-term ratings are 
generally assigned to those obligations considered short-term in the relevant market.  In 
the US for example, that means obligations with an original maturity of no more than 
365—including commercial paper.  Short-term ratings are also used to indicate the 
creditworthiness of an obligor with respect to put features on long-term obligations.  The 
result is a dual rating, in which the short-term rating addresses the put feature, in 
addition to the usual long-term rating.  Medium-term notes are assigned long term-ratings. 
 
Long Term Issue Credit Ratings 
 
Issue credit ratings are based in varying degrees on the following considerations. 
 

1.  Likelihood of payment—capacity and willingness of the obligor to meet its 
financial commitment on an obligation in accordance with its terms. 
2.  Nature and provisions of the obligation’ 
3.  Protection afforded by and the relative position of the obligation in the event of 
bankruptcy, reorganization, or other arrangement under the laws of bankruptcy and 
other laws affecting creditors’ rights. 

 
The issue rating definitions are expressed in terms of default risk.  As such, they pertain to 
senior obligations of an entity.  Junior obligations are typically rated lower than senior 
obligations, to reflect the lower priority in bankruptcy, as noted above.  Such 
differentiation applies when an entity has both senior and subordinated obligations, 

                                                 
5 Standard & Poor's Bond Guide, November 2009, p. 3. 
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secured and unsecured obligations, or operating company and holding company 
obligations.)  Accordingly, in the case of junior debt, the rating may not conform exactly 
with the category definition.  
 
‘AAA’ An obligation rated ‘AAA’ has the highest rating assigned by Standard & Poor’s. The 
obligor’s capacity to meet its financial commitment on the obligation is extremely strong. 
 
‘AA’ An obligation rated ‘AA’ differs from the highest rated obligations only in small 
degree. The obligor’s capacity to meet its financial commitment on the obligations is very 
strong. 
 
‘A’ An obligation rated ‘A’ is somewhat more susceptible to the adverse effects of changes 
in circumstances and economic conditions than obligations in higher rated categories.  
However, the obligor’s capacity to meet its financial commitment on the obligation is still 
strong. 
 
‘BBB’ An obligation rated ‘BBB’ exhibits adequate protection parameters.  However, 
adverse economic conditions or changing circumstances are more likely to lead to a 
weakened capacity on the part of the obligor to meet its financial commitment on the 
obligation.  Obligations rated ‘BB’, ‘B’, ‘CCC’, ‘CC’ and ‘C’ are regarded as having 
significant speculative characteristics.  ‘BB’ indicates the least degree of speculation and 
‘C’ the highest.  While such obligations will likely have some quality and protective 
characteristics, these may be outweighed by large uncertainties or major exposures to 
adverse conditions.  
 
‘BB’ An obligation rated ‘BB’ is less vulnerable to nonpayment than other speculative 
issues.  However, it faces major ongoing uncertainties or exposure to adverse business, 
financial, or economic conditions which could lead to the obligor’s inadequate capacity to 
meet its financial commitment on the obligation.  
 
‘B’ An obligation rated ‘B’ is more vulnerable to nonpayment than obligations rated ‘BB’, 
but the obligor currently has the capacity to meet its financial commitment on the 
obligation.  Adverse business, financial, or economic conditions will likely impair the 
obligor’s capacity or willingness to meet its financial commitment on the obligation. 
 
‘CCC’ An obligation rated ‘CCC’ is currently vulnerable to nonpayment, and is dependent 
upon favorable business, financial and economic conditions for the obligor to meet its 
financial commitment on the obligation.  In the event of adverse business, financial, or 
economic conditions, the obligor is not likely to have the capacity to meet its financial 
commitment on the obligation. 
 ‘CC’  An obligation rated ‘CC’ id currently highly vulnerable to nonpayment. 
 
‘C’ The ‘C’ rating may be used to cover a situation where a bankruptcy petition has been 
filed or similar action has been taken, but payments on this obligation are being 
continued. 
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‘D’ An obligation rated ‘D’ is in payment default.  The ‘D’ rating category is used when 
payments on an obligation are not made on the date due even if the applicable grace 
period has not expired, unless Standard & Poor’s believes that such payments will be 
made during such grace period.  The ‘D’ rating also will be used upon the filing of a 
bankruptcy petition or the taking of a similar action if payments on an obligation are 
jeopardized.  
 
Plus (+) or minus (-): the ratings from ‘AA’ tp ‘CCC’ may be modified by the addition of a 
plus or minus sign to show relative standing within the major rating categories.   
 
Issuer Credit Ratings 
A Standard & Poor’s Issuer Credit Rating is a current opinion of an obligor’s overall 
financial capacity (its creditworthiness) to pay its financial obligations.  This opinion 
focuses on the obligor’s capacity and willingness to meet its financial commitments as 
they come due.  It does not apply to any specific financial obligation, as it does not take 
into account the nature of and provisions of the obligation, its standing in bankruptcy or 
liquidation, statutory preferences, or the legally and enforceability of the obligation.  In 
addition, it does not take into account the creditworthiness of the guarantors, insurers, or 
other forms of credit enhancement on the obligation.  The Issuer Credit Rating is not a 
recommendation to purchase, sell, or hold a financial obligation issued by an obligor as it 
does not comment on the market price or suitability for a particular investor.  
 
Counterparty Credit Ratings, ratings assigned under the Corporate Credit Rating Service, 
(formerly called the Credit Assessment Service) and the Sovereign Credit Ratings are all 
forms of Issuer Credit Ratings. 
 
Issuer Credit Ratings are based on current information furnished by obligors or obtained by 
Standard & Poor’s from other sources it considers reliable Standard & Poor’s does not 
perform an audit in connection with any issuer Credit Rating and may, on occasion rely on 
unaudited financial information.  Issuer Credit Ratings may be changed, suspended, or 
withdrawn as a result of changes in, or unavailability of, such information, or based on 
other circumstances.  Issuer Credit Ratings can be either long-term or short-term. Short-
Term issuer Credit Ratings reflect the obligor’s creditworthiness over a short-term time 
horizon. 
 
Long-Term Issuer Credit Ratings 
AAA An obligor rated ‘AAA’ has EXTREMELY STRONG capacity to meet its financial 
commitments.  ‘AAA’ is the highest issuer credit rating assigned by Standard & Poor’s. 
 
AA An obligor rated ‘AA’ has VERY STRONG capacity to meet its financial commitments.  It 
differs from the highest rated obligors only in small degree. 
 
A An obligor rated ‘A’ has STRONG capacity to meet its financial commitments but is 
somewhat more susceptible to the adverse effects of changes in circumstances and 
economic conditions than obligors in higher-rated categories. 
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BBB An obligor rated ‘BBB’ has ADEQUATE capacity to meet its financial commitments.  
However, adverse economic conditions or changing circumstances are more likely to lead 
to a weakened capacity of the obligor to meet its financial commitments. 
 
Obligors rated ‘BB’, ‘B’, ‘CCC’, and ‘CC’ are regarded as having significant speculative 
characteristics.  ‘BB’ indicates the least degree of speculation and ‘CC’ the highest.  
While such obligors will likely have some quality and protective characteristics, these may 
be outweighed by large uncertainties or major exposures to adverse conditions.  
 
BB An obligor rated ‘BB’ is LESS VULNERABLE in the near term than other lower-rated 
obligors.  However, it faces major ongoing uncertainties and exposure to adverse business, 
financial, or economic conditions which could lead to the obligor’s inadequate capacity to 
meet its financial commitments. 
 
B An obligor rated ‘B’ is MORE VULNERABLE than the obligors rated ‘BB’ but the obligor 
currently has the capacity to meet its financial commitments.  Adverse business, financial, 
or economic conditions will likely impair the obligor’s capacity or willingness to meet its 
financial commitments. 
 
CCC An obligor rated ‘CCC’ is CURRENTLY VULNERABLE, and is dependent upon favorable 
business, financial, and economic conditions to meet its financial commitments. 
 
CC An obligor rated ‘CC’ is CURRENTLY HIGHLY VULNERABLE. 
 
Plus (+) or (-) ratings  
 Ratings from ‘AA’ to ‘CCC’ may be modified by the addition of a plus or minus sign 
to show relative standing within the major rating categories. 
 
An issuer credit rating is withdrawn upon the first occurrence of any of the following: 
 

1)  a payment default on any financial obligation, rated or unrated, other than a 
financial obligation subject to a bonafide commercial dispute;  
2)  a voluntary bankruptcy filing by the issuer or similar action; or 
3)  in the case of banks, upon seizure of the bank by a regulator, or, in the case of 
insurance companies, upon placement of the insurer under regulatory supervision 
due to its financial condition. 

 
Rating for RE Loans LLC Notes 
The subject notes for both RE Loans and Mortgage Fund '08 are in default.   In fact, the 
latest information that the appraiser obtained, is that the fund is being forced to liquidate 
properties as they can, to payoff the bank loan.  No more interest will be paid on the 
notes and they will be liquidated as soon as is permissible.  They are rated CCC.  
 
As for the notes within the RE Loans portfolio, and in Mortgage Fund '08, I am estimating 
the performing notes in the BB range, except for the bonds where the issuer has had or is 
having a bankruptcy filing or where the notes on in default with respect to interest. Those 
are rated C.  For the BB bonds, I am estimating the yield of 20.0%.  An approximate yield 
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is estimated to be 20% which is between the mean and the median.  The C rated bonds are 
estimated to be rated at 42%.  The mean plus one standard deviation is 33%. The mean 
plus two standard deviations is 43%. This is almost to the top of the CCC range and the 
only indication we have of a bond rated at or below CCC. 
 
The problem with RE Loans LLC is the number of defaults in the portfolio, which has 
forced the subject notes into default.  The portfolio itself has suffered from the enormity 
of the economic recession in the US, and there has been a lawsuit from a noteholder, and 
some scrutiny with the Securities and Exchange Commission (SEC) which gave RE Loans a 
clean opinion. But the stigma to the issuer and to the portfolio has persuaded the 
appraiser that a rating at the high end of the range is warranted.      
 
In fact, even on the B rated bond in the portfolio, the appraiser has applied a 20% discount 
rate rather than the median for the category. 
 
Value of Notes of RE Loans LLC          
The notes of RE Loans LLC are second position notes. There is a first position note to Wells 
Fargo Bank on the balance sheet for $52,278,566.88.  On the asset side of the balance 
sheet there are $690,119,316.05 in deed of trust notes to borrowers, which have been 
appraised on an interim basis at $274 million rounded, and there is cash of $4,223,077.  A 
perusal of the balance sheet with the current market value of the notes substituted for 
the book value of the notes indicates a value of $0.37 per $1 of book value. But this is an 
estimate of adjusted book value. The fair market value is estimated below.   
 
The notes of RE Loans LLC to its investors pay 8% dividend have a specific maturity date of 
2012 which an extension to 2013 at the option of the issuer.  The estimate of value of RE 
Loans LLC is accomplished by application of methodology to the loans held by RE Loans 
developed heretofore. 
          
The notes for RE Loans ceased paying their quarterly 2% interest payment in October 2008.  
The last payment was in October 2008.  The notes will not begin to pay again until RE 
Loans begins receiving more regular interest payments from its borrowers, or sells some 
properties to permit resumption of interest payments.       
      
If the notes were not in default, the notes would be rated B and priced to yield 20.0%. And 
at such time that they return to paying their quarterly interest, they will be assigned this 
rating.  In the mean time there are two scenarios.  The first is that the principal is 
redeemed at the end of the term.  The second is that the principal and interest arrearage 
is redeemed at the end of the term. Thus the notes will not pay until the expiration date 
in 2012 or 2013, with accrued arrearages paid at payoff date. This assumes that they are 
at this time discounted at 42%, notwithstanding when payment of interest is resumed at 
some point, the Rating goes to B, and the discount rate declines to 20%. The interest 
arrearage of one year is presumed to be paid on the redemption date of the note.   
          
It should be noted that the yields on the publicly traded B bonds got as high as 15.63%. We 
are opining 20% for the RE Loans yield.  The reason is not so much the notes, as the issuer.  
When an issuer has so many defaults in its paper or defaults by issuers in its portfolio, the 
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issuer's reputation suffers. and investors do not run to embrace certain bonds that may be 
safer than others. They tend to look at the whole lot.  There is evidence of this in the 
Bond Guide where the issues of an issuer tend to be rated the same.  For the issues of RE 
Loans and Mortgage Fund '08, I am opining 20% as the appropriate yield for the notes in 
the portfolio which are current, and 42% for those in default which would be rated below 
CCC. 
           
Finally, the maturity date is estimated to be July 1, 2013.  The appraiser consulted Walter 
Ng, and learned that the notes in the portfolio of RE Loans and Mortgage Fund '08, will not 
pay any more interest.  As such, both funds managed by Bar-K Management are being 
liquidated as quickly as possible, mainly to satisfy the Wells Fargo loan obligation.  We are 
not sure whether the interest arrearages would ultimately be paid. Moreover, the 
appraiser estimates that due to the weak market in 2010, there may be a delay in the 
redemption of some of the notes; therefore, we have pushed the maturity date back six 
months to July 2013, which could be exercised by the issuer. This is just an estimate. And 
in all probability, the option to extend by one year may be exercised for some holders 
depending upon redemptions funds available.  So the expected maturity date is mid-2013. 
Therefore, the maximum value of the RE Loans LLC notes is computed in Table 3: 
 
Valuation of Notes of RE Loans LLC 
For purposes of required 
minimum distribution (RMD) 
valuation, we need to value the 
notes of RE Loans LLC, which are 
held by the investors. This 
requires assumptions about the 
likelihood of the 8% coupon 
payment being made and the 
actual timely redemption of the 
notes.  When we valued the note 
earlier this year, we assumed 
that the interest would be paid 
in a timely basis, and then 
assumed it would be accrued and 
paid at the redemption of the 
notes.  
 
The most reasonable scenario 
assumes that no interest will be 
paid between October 2009 and October 2010, at which point the interest will resume in 
October or by November 1, 2011. It must be remembered, that this fund cannot pay the 
noteholders until the bank loan is retired.  The appraiser thinks that this will be by the 
last quarter of next year, 2011.  At this point, the appraiser thinks that coupon payments 
will resume, and that when the notes are redeemed in May 2013, the interest arrearage 
will also be paid.  Under this scenario, the value of the notes is $34 per $100 of value. 
This is a reasonable if optimistic scenario. 
 

RE Loans LLC Balance Payment Disc. PV Rate   n 
31-Jan-01 $100,000    42.0% 
28-Feb-10 $100,000   $0.00  2 
31-May-10 $100,000   $0.00  5 
1-Aug-10 $100,000   $0.00  8 
1-Nov-10 $100,000   $0.00  11 
1-Feb-11 $100,000   $0.00  14 
1-May-11 $100,000   $0.00  17 
1-Aug-11 $100,000   $0.00  20 
1-Nov-11 $100,000  $2,000  $906.57  23 
1-Feb-12 $100,000  $2,000  $817.68  26 
1-May-12 $100,000  $2,000  $737.50  29 
1-Aug-12 $100,000  $2,000  $665.18  32 
1-Nov-12 $100,000  $2,000  $599.95  35 
1-Feb-13 $100,000  $2,000  $541.12  38 
1-May-13 $100,000  $20,000  $4,880.63  41 
1-May-13 $100,000  $100,000  $24,403.14  41 

Value  Interest Paym’ts   $9,148.63  $0.09  
Principal Payment   $24,403.14  $0.24  
Sum of Payments     $33,551.76  $0.34  
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Another scenario is to project that the notes will be redeemed after the bank is paid off, 
and sufficient real estate is sold to begin to retire the notes at the end of two years, 
without the interest arrearages being paid.  It is still going to take approximately 36 to 41 
months to accomplish it. Therefore, the value of the fund is $24,403.14, which is the 
value of the principal payment in month 41.  This is $24 per $100 of face value.  
 
Finally the third scenario is that all the 
principal and all the interest is paid 
when the fund redeems in July 2013.  
This scenario indicates a total value of 
$32 per $100 of face value. 
 
I do not know whether all the interest 
arrearages will be paid or not. It depends upon what funds are available after the 
somewhat forced liquidation of assets to satisfy Wells Fargo Bank. All of the values are 
above $30 per $100 of face, except for the scenario with no interest arrearages paid. The 
principal only returned to the noteholders indicates a present value of $24 per $100 of 
Face Value, which is the lower limit of value. 
 
Opinion of Value and Conclusion 
 
In my opinion, the value of the fund is $30 per $100 of face value, with a range of $24 to 
$36 per $100 of face value as of December 31, 2009. 
 

$30 Per $100 of Face Value 
 
Exhibit 1:  Loan Portfolio 
Exhibit 2:  REIT Mortgage Bonds and Notes as of October 31, 2009 
Appendix 1:  Computation of Net Asset Value and Market Value of RE Loans LLC 
 

RE Loans LLC Balance Payment Disc. PV Rate   n 
31-Dec-09 $100,000    42.0% 
1-May-13 $100,000  $100,000  $24,403.14  41 
1-May-13 $100,000  $32,000  $7,809.00  41 

Sum of Interest Pmts  $7,809.00  $0.08  
Principal Payment   $24,403.14  $0.24  
Sum of Payments     $32,212.14  $0.32  
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Maturity 
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A0091 ReLoans ACANTO $100,000 Default $45,500 42.0% $45.50 6/5/07
A0126 ReLoans ACANTO $6,193,862 Default $2,191,201 42.0% $35.38 2/9/11
A0097 WELL B NG, LLC (All American Bottled Water). $24,638,351 Default $8,778,113 42.0% $35.63 4/5/08
A0104  1430 23rd Ave, Oakland, CA 94606. Jennifer Adkins borrow $100,000 Default $53,836 42.0% $53.84 8/25/09
A0109 Salt Lake County, Utah - Arlin Geophysical $5,616,478 Default $2,921,443 42.0% $52.02 12/21/09
A0111 Adams Canyon Ranch, Ventura County, CA $40,025,967 Default $17,529,658 42.0% $43.80 7/8/10
A0106 R.E. LOANS, LLC (AQUATERA) Walton Country Florida $38,500,000 Default $12,291,170 42.0% $31.93 9/3/09

B0955
CAPITAL SALVAGE, INC. (BRAVO MARSHA) Harris 
County, TX - Bravo Marshall $22,642,825 Default $8,980,667 42.0% $39.66 1/30/12

C0390 Teton / Lincoln City, WY-549 acre golf community $61,146,348 Default $16,821,364 42.0% $27.51 1/7/09
C0403 CAPITAL SALVAGE, INC. (SARATOGA HOMES) $4,371,633 Default $1,990,092 42.0% $45.52 9/14/11

C0404
10400 E. Cottonwood Hills Pkwy, Hutchinson KS Golf 
course, SF Defelopment $9,942,963 Default $3,542,463 42.0% $35.63 1/9/12

C0406
 CAPITAL SALVAGE, INC. (ZOHOURI III)-Condos, 
Marietta, GA $25,853,505 Default $9,508,674 42.0% $36.78 3/11/10

C0407 CIRCLE H RANCH-Missoula Cty, MT $5,669,446 Partial Default $2,300,201 42.0% $40.57 8/11/13
D0316  Victorville and Corona, CA $3,750,000 Default $2,147,553 42.0% $57.27 4/4/11
F0075  R.E. LOANS, LLC (FEENUNE) Verdi, NV REO $1,800,000 Default 724,365 42.0% $40.24 3/3/10
H0118 800 acres Georgetown, SC $35,066,598 Default $15,895,185 42.0% $45.33 3/14/10
J0048 Foothill View Portland, OR $7,094,000 Default $3,444,640 42.0% $48.56 2/1/11

K0124-A Ke Iki Properties $2,350,000 Default $1,029,199 42.0% $43.80

K0132 
635 Fulton Street, San Francisco, CA 94102 Commercial - 
Anthony Kelley $650,000 Current $571,319 20.0% $87.90 3/29/10

L0336
San Diego, CA; 172 condo units in addition to a separate 
30 acre parcel. $26,901,250 Default $11,781,594 42.0% $43.80 4/29/10

L0338 Lorraine Lundt $350,000 REO-to be sold $205,349 42.0% $58.67

L0340 
LAS COLINAS-74 Acres, Harlingen, TX-Entitled for 250 
lots $5,100,000 Default $2,812,562 42.0% $55.15 5/11/11

M0178 4924 Westshore Drive, Moses Lake, WA 98837 $18,499,087 Default $8,533,682 42.0% $46.13 6/10/10
N0075 17400 South Cabrillo Highway, Half Moon Bay, CA $305,130 Current $185,678 20.0% $60.85 6/30/09
O0037 San Diego, CA-Commercial; Residential $16,750,000 Default $6,842,925 42.0% $40.85 10/11/10

Exhibit 1 RE Loans LLC Valuation As of 
December 31, 2009

RE Loans LLC Loan Portfolio as of December 31, 2009
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P0090 
CAPITAL SALVAGE, INC. (PERDIDO VILLAGE)-
Pensacola, FL-rights for 155 dwelling units $5,600,000 Default $3,014,822 42.0% $53.84 3/4/10

P0096 Delano, CA - 22.25 acres commercial $700,000 Current $622,126 20.0% $88.88 8/11/10
P0097 Georgetown, TX and Traverse City, MI $90,648,242 Default $36,309,963 42.0% $40.06 12/14/10

P0099
PEND OREILLE-Sandpoint, ID-Idaho Club golf community 
on Lake Pend Oreille $278,148 Current $121,817 20.0% $43.80 3/31/10

Q0015  Scottsdale, AZ Golf course community development $10,025,000 Default $4,390,520 42.0% $43.80 3/17/10

Q0016
 Quincy, WA 114 Lots, Vacant Land, 28 completed home 
sites $5,804,003 Default $1,682,190 42.0% $28.98 12/23/12

Q0017
 R.E. LOANS, LLC (QUEENSMITH)-Monterey, CA, Lot 9 
Rocky Creek Ranch $1,000,000 Default $437,957 42.0% $43.80 2/16/11

Q0018
 R.E. LOANS, LLC (QUEENSMITH)-Monterey, CA,  75.9 
acre Lot 10 Creek Ranch $1,300,000 Default $569,344 42.0% $43.80 2/16/11

R0122 vacant land, Hesperia, CA,9,368 acres $55,241,524 Default $19,681,362 42.0% $35.63 11/9/11
S0210 9039 Sunset Blvd, Hollywood, CA-Key Club $1,706 Current $1,706 42.0% $100.00 6/7/04

S0238LLC R.E. RENO, LLC.-Siena Hotel Spa & Casino (218 rooms) $21,409,300 Default $6,205,116 42.0% $28.98 8/1/12
T0064  1342 Hampton Place, Livermore, CA $125,000 Current $88,723 20.0% $70.98 5/3/96

T0464
 2718 SANTA ROSA, LLC County of Santa Rosa, FL-Golf 
Community $23,500,000 Default $10,291,133 42.0% $43.79 8/24/10

T0466
 2718 SANTA ROSA, LLC County of Santa Rosa, FL-Golf 
Community $23,439,240 Default $10,265,382 42.0% $43.80 2/1/09

T0467  R.E. LOANS, LLC (3XS, LLC) $2,200,000 Default $1,184,395 42.0% $53.84 5/19/10
V0146A Henderson, NV-3 buildings 110 units - Vantage Lofts $37,510,943 Default $16,428,185 42.0% $43.80 1/27/11
V0149 754 Acres/Vacant Land, Vaught Tract, SC $10,200,000 Default $5,434,903 20.0% $53.28 12/6/11
W0435 Paso Robles, CA, various lots - Weyrich Development $16,548,743 Default $7,247,640 42.0% $43.80 9/7/09
W0437 Portola, CA - 400 acres,  entitled for 1000 units $9,195,180 Default $4,027,095 42.0% $43.80 9/22/10
W0439 Paso Robles, CA, various lots $6,500,000 Default $2,846,721 42.0% $43.80 9/23/10
Z0014   Kimberly Road, Atlanta, GA $5,400,000 Default $2,364,969 42.0% $43.80 2/8/10
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n= 46                        
Total Value $690,044,517 $274,344,502 $39.76

Average $15,000,967 $5,964,011 $47.58
Median $6,346,931 $2,968,132 $43.80

Standard Deviation $18,914,611 $7,144,269 $14.73
Max $90,648,242 $36,309,963 $100
Min $1,706 $1,706 $27.51

Linear Mean - Regression of Market on Book $0.3706

Market Value v. Book value of Loans

y = 0.3706x + 404032
R2 = 0.9629

Adjusted R = 0.980852
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Name Instrument Rating

Price As 
of 

October 
31, 2009 Yield

Yield to 
Maturity

Coupon 
Payment Dates

AMB Properties M-T notes 8s of 2010 BBB 99.74 8.02% 8.27% mN
AMB Properties M-T notes "B" 5.45s of 2010 BBB 98.29 5.54% 7.28% lD
AMB Properties M-T Notes 7s of 2011 BBB 98.55 7.10% 8.57% Ms 15
AMB Properties M-T Notes 6-3/4s of 2011 BBB 97.7 6.91% 8.04% jD 30
AMB Properties M_T Notes "C" 5.9s of 2013 BBB 94.32 6.25% 7.60% fA15
Arden Realty Senior Notes 8-1/2s of 2010 AA+ 105.55 8.05% 2.78% mN 15
Brandywine Realty Guaranteed Notes 4-7/8s of 2010 BBB- 99.71 5.64% 5.92% jD 15
Brandywine Realty Guaranteed Notes 5-3/4s of 2012 BBB- 101.09 5.69% 5.16% Ao
Brandywine Realty Guaranteed Notes 6s of 2016 BBB- 92.29 6.50% 7.65% Ao
Brandywine Realty Guaranteed Notes 5.70s of 2017 BBB- 90.19 6.32% 7.36% Mn
CarrAmerica Realty Senior Notes 7-1/8s of 2012 NR 103.77 6.87% 5.09% jJ15
Colonial Realty LP Senior Notes 4-3/4s of 2010 BB+ 100.15 4.74% Fa
Colonial Realty LP Senior Notes 4.80s of 2011 BB+ 97.25 4.94% 7.77% Ao
Colonial Realty LP Senior Notes 6-7/8s of 2012 BB+ 105.05 6.54% 5.02% fA15
Colonial Realty LP Senior Notes 6-1/4s of 2014 BB+ 95.81 6.52% 7.28% Jd15
Colonial Realty LP Senior Notes 5-1/2s of 2015 BB+ 90.33 6.09% 7.56% aO
Colonial Realty LP Senior Debs 6.05s of 2016 BB+ 90.16 6.71% 7.94% mS
CP Ltd Partnership - Subsidiary of 
Chateau Communities Senior Notes 7-1/8s of 2011 NR 102.22 6.97% 5.91% mN
Duke Realty was Duke Weeks Realty 
see industry code Senior Notes 5-5/8s of 2011 BBB 101.76 5.53% 4.68% fA15
Duke Realty was Duke Weeks Realty 
see industry code Senior Notes 5-7/8s 2012 BBB 102.64 5.72% 4.91% fA15

REIT Mortgage Trust Certificates

Appendix 2, page 1
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REIT Mortgage Trust Certificates

Duke Realty LP
Fixed Rate Midterm M-T Notes 5.45s 
2012 BBB 103.86 5.25% 4.06% aO

Duke Realty LP M-T Notes 7-1/4s of 2028 BBB 85.55 8.47% 8.85% Jd15

Duke-Weeks Realty was Duke Realty Senior Notes 7-3/4s of 2009 BBB 100.04 7.75% mN15
Senior Notes 5-1/4s of 2010 BBB 100.23 5.24% Jj15

Duke-Weeks Realty Senior Notes 6.95s of 2011 BBB 101.89 6.82% 4.97% Ms15
Duke-Weeks Realty Senior Notes 5-1/2s of 2016 BBB 93.53 5.88% 6.85% Ms
Duke-Weeks Realty Senior Notes 5.95s of 2017 BBB 94.81 6.28% 6.91% Fa15
EOP Operating LP Senior Notes 7-1/4s of 2018 NR 106.39 6.81% 6.42% Fa15
EOP Operating LP Notes 7-1/2s of 2029 NR 109.1 6.87% 6.70% Ao19

EOP Operating LP

Notes 7-7/8s of 2031 - Co. may 
redeem whole at 100 for tax law 
change NR 113.95 6.91% 6.70% jJ15

Equity One Senior Notes 5-3/8s of 2015 BBB- 91.23 5.89% 7.22% aO15
Equity One Senior Notes 6s of 2016 BBB- 91.54 6.55% 7.60% mS15
Equity One Senior Notes 6-1/4s of 2017 BBB- 92.08 6.79% 7.75% jJ15
Federal Realty Investment Trust M-T Notes 6.82s of 2027 - 

Redeemable at greater of 100 or amt 
based on formula BBB+ 81.63 8.35% 8.90% fA

Felcor Lodging LP - 
finances Felcor Suites LP properties

Senior Notes 8-1/2s of 2011 - HRO 
(holder's repayment option) at 101 on 
change of control CCC 102.75 8.27% 6.98% Jd

Appendix 2, page 2
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REIT Mortgage Trust Certificates

First Industrial LP Senior Notes 5-3/4s of 2016 BB 71.45 8.05% 12.87% Jj15
First Industrial LP Senior Notes 5.95s of 2017 BB 73.76 8.07% 11.06% Mn15
First Industrial LP Senior Notes 7-3/4s of 2032 BB 66.34 11.68% 12.16% Ao15

First Industrial LP Senior Notes 7-3/8s of 2011 BB 96.08 7.68% 11.76% Ms15
First Industrial LP Senior Notes 6-7/8s of 2012 BB 95.19 7.22% 8.77% Ao15
First Industrial LP M-T Notes 7-1/2s of 2017 BB 77.98 9.62% 11.92% jD
Health Care Properties Investment Senior Notes  6.45s of 2012 BBB 103.29 6.24% 5.24% Jd25
Health Care Properties Investment Senior Notes 5.65s of 2013 - HRO on 

change of control at 101 BBB 100.99 5.59% 5.36% jD15
Health Care Properties Investment M-T Notes "G" 5-5/8s of 2013 BBB 100.52 5.60% 5.43% Fa28
Health Care Properties Investment M-T Notes "E" 6s of 2014 BBB 95.78 6.26% 7.03% Jd15
Health Care Properties Investment Senior Notes 6s of 2015 BBB 104.54 6.58% 5.95% Ms
Health Care Properties Investment Senior Notes 5-5/8s of 2017 BBB 94.24 5.97% 6.57% Mn
Health Care Properties Investment Senior Notes 6s of 2017 - HRO on 

change of control at 101 BBB 96.6 6.21% 6.62% Jj30
Healthcare Realty Trust Senior Notes 8-1/8s of 2011 BBB- 104.95 7.74% 5.45% Mn
Healthcare Realty Trust Senior Notes 5-1/8s of 2014 BBB- 95.66 5.36% 6.39% Ao
Hospitality Properties Trust Senior Notes 9-1/8s of 2010 BBB 100.25 9.10% 8.84% jJ15
Hospitality Properties Trust Senior Notes 8.25s of 2012 BBB 101.79 6.73% 6.18% jJ15
Hospitality Properties Trust Senior Notes 6-3/4s of 2013 BBB 99.11 6.81% 7.09% Fa15
Hospitality Properties Trust Senior Notes 5-1/8s of 2015 BBB 89.71 5.71% 7.68% Fa15
Hospitality Properties Trust Senior Notes 6.30s of 2016 BBB 92.65 6.80% 7.70% Jd15
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Yield to 
Maturity

Coupon 
Payment Dates

REIT Mortgage Trust Certificates

Host Hotels & Resorts LP Senior Secured Notes "S" 6-7/8s of 
2014. Issued in min denominations of 
2 Th. HRO on change of control at 
101. BBB- 97.75 7.03% 7.43% mN

Host Marriott LP Senior Secured Notes "Q" 6-3/4s of 
2016. HRO on change of control at 
101. BB 95.25 7.09% 7.65% Jd

Host Marriott LP Senior Notes "M" 7s of 2012. HRO on 
change of control at 101. BB- 100.37 6.97% 6.86% fA15

Host Marriott LP Senor Notes "K" 7-1/8s of 2013. HRO BB- 99.5 7.16% 7.27% mN
Host Marriott LP Senor Notes "O" 6-3/8s of 2015. HRO 

on change of control at 101. BB- 95.5 6.68% 7.48% Ms15

HRPT Properties Trust formerly 
Health & Rehabitalition Properties Trust Senior Notes 8-7/8s of 2010 BBB 100.98 8.79% 7.81% fA
HRPT Properties Trust Senior Notes 6.95s of 2012 BBB 102.03 6.81% 5.84% Ao
HRPT Properties Trust Senior Notes 6.40s of 2015 BBB 98.3 6.51% 6.81% Fa15
HRPT Properties Trust Senior Notes 5-3/4s of 2015 BBB 94.05 6.11% 7.00% mN
HRPT Properties Trust Senior Notes 6-1/4s of 2016 BBB 93.65 6.67% 7.45% fA15
HRPT Properties Trust Senior Notes 6-1/4s of 2017 BBB 91.69 6.82% 6.82% Jd15
iStar Financial Senior Notes 5-3/8s of 2010 CCC+ 87.25 6.16% 20.77% Ao15
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iStar Financial Senior Notes 5.80s of 2011 due 3-15-
11 CCC+ 70 8.29% 49.99% jd15

iStar Financial Senior Notes 5.65 of 2011 CCC+ 68 8.31% 28.87% mS15
iStar Financial Senior notes 5.15s of 2012 CCC+ 59 8.73% 37.94% Ms
iStar Financial Senior Notes 5-1/2s of 2012 HRO on 

change of control at 101 CCC+ 59 9.32% 27.19% Jd15
iStar Financial Senior Notes "B" 5.95s of 2013 CCC+ 54 11.02% 25.66% aO15
iStar Financial Senior Notes 8-5/8s of 2013 HRO on 

change of control at 101 CCC+ 62 13.91% 24.60% Jd
iStar Financial Senior Notes "B" 5.70s of 2014 HRO 

on change of control at 101 CCC+ 53 10.75% 25.93% Ms
iStar Financial Senior Notes 6.05s of 2015 CCC+ 52 11.63% 20.76% Ao15
iStar Financial Senior Notes 5-7/8s of 2016 CCC+ 50.5 11.63% 21.21% Ms15
iStar Financial Senior Notes 5.85s of 2017 HRO on 

change of control at 101 CCC+ 51 11.47% 19.12% Ms15

Kimco Realty REIT
Mortgage Trust (M-T) Notes 'C' 4.62s 
of 2010 BBB+ 100.26 4.61% 4.34% ao 5-6-10

Kimco Realty REIT
Mortgage Trust (M-T) Notes 'C' 
5.304s of 2011 BBB+ 100.97 5.25% 4.29% ao 2-22-11

Kimco Realty REIT Senior notes 6s of 2012 BBB+ 104.61 5.74% 4.33% mN30
Kimco Realty REIT M-T Notes 'C' 5.19s of 2013 BBB+ 102.76 5.05% 4.42% aO
Kimco Realty REIT M-T Notes 'C' 4.82s of 2014 BBB+ 99.18 4.86% 5.01% ao 6-1-14
Kimco Realty REIT M-T Notes 'C' 4.904s of 2015 BBB+ 96.77 5.07% 5.66% ao 2-18-15
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Yield to 
Maturity
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Payment Dates

REIT Mortgage Trust Certificates

Kimco Realty REIT M-T Notes 'C' 5.584s of 2015 BBB+ 98.84 5.65% 5.82% ao 11-23-15

Kimco Realty REIT M-T Notes 'C' 5.783s of 2016 BBB+ 98.61 5.86% 6.06% ao 3-15-16

Kimco Realty REIT
Senior Notes 5.70s of 2017 Issued in 
Min $2Th.; Interest subj. to BBB+ 96.11 5.93% 6.33% Mn

Liberty Property LP - Data on Liberty 
Property Senior Notes 8-1/2s of 2010 BBB 103.13 8.24% 5.21% fA
Liberty Property LP Senior Notes 7-1/4s of 2011 BBB 103.64 7.00% 3.49% Ms15
Liberty Property LP Senior notes 6-3/8s of 2012 BBB 103.52 6.16% 5.08% fA15
Liberty Property LP Senior Notes 5.65s of 2014 BBB 98.22 5.75% 6.07% fA15
Liberty Property LP Senior Notes 5-1/8s of 2015 BBB 94.66 5.41% 6.40% jd 3-2-15

Liberty Property LP 

Senior Notes 5-1/2s of 2016 Issued in 
Minimum Denominations of $2 
Thousand BBB 92.88 5.92% 6.82% jD15

Liberty Property LP M-T Notes 7-1/2s of 2018 BBB 98.02 7.65% 7.84% ms15 1-15-18
Meristar Hospitality Senior Notes 9-1/8s of 2011; 

guaranteed by MariStar Hospitality 
Corp. HRO on change of Control at 
101. NR 1044 8.74% 8.21% Jj15

Nationwide Health Properties
M-T Notes 'C' 7.60s of 2028. HRO on 
11-20-2003('08, '13, '18 & '23) at 100. BBB- 109.93 6.91% 6.67% ao 11-20-28
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Yield to 
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Payment Dates

REIT Mortgage Trust Certificates

Nationwide Health Properties M-T Notes 'C' 6.90s of 2037. HRO on 
1-10-04 ('07, '09, '12, '17 & '27) at 
100. BBB- 102.31 6.74% 6.72% aO

Nationwide Health Properties
M-T Notes 'C' 6.59s of 2038. HRO on 
7-7-03 ('08, '13, '18, '23 & '28) at 100. BBB- 101.99 6.46% 6.43% ao 7-7-38

New Plan Excel Realty Trust See Excel 
Realty Trust, New Plan Realty Trust.

New Plan Excel Realty Trust M-T Notes 7-1/2s of 2029 CCC+ 73.44 10.21% 10.67% jJ30
New Plan Excel Realty Trust Senior Notes 4-1/2s of 2011 CCC+ 83.62 5.38% 24.97% Fa
New Plan Excel Realty Trust Senior Notes 5-1/8s of 2012 CCC+ 72 7.12% 18.00% mS15
New Plan Excel Realty Trust Senior Notes 5.30s of 2015 CCC+ 55.25 9.59% 20.39% Jj15
New Plan Excel Realty Trust Senior Notes 5-1/4s of 2015 CCC+ 57 9.21% 17.34% mS15
New Plan Realty Trust M-T Notes 6.90s of 2028 BBB 48.25 14.30% 15.63% Fa15
New Plan Realty Trust M-T Notes 6.90s of 2028 CCC+ 68.29 10.10% 10.84% Fa15
Omega Healthcare Investors Senior Notes 7s of 2014.  HRO on 

Change of Control at 101 BB- 97.75 7.16% 7.68% Ao
Omega Healthcare Investors Senior Notes 7s of 2016. HRO on 

Change of Control at 101 BB 95.5 7.33% 7.97% Jj15
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REIT Mortgage Trust Certificates

Potlatch Corp
Debs 9-1/8s of 2009.  Credit sensitive 
deb. Interest (min 8.25%, max 14%) 
adj. subject to rating change. BB 100.06 9.12% 9.11% jD

Potlatch Corp
Deb. 6.95s of 2015. Issued in 
minimum denominations of $100,000. BBB- 97.77 7.11% 7.43% jD15

ProLogis Trust see also Security Capital 
Ind Trust. Now Prologis. Secured Notes 5-1/2s of 2012 BBB- 101.34 5.43% 4.78% Ao
ProLogis Trust. Secured Notes 5-3/4s of 2016 BBB- 93.75 6.13% 7.06% Ao
ProLogis Trust. Secured Notes 5-5/8s of 2016 BBB- 92.01 6.11% 7.11% mN15
Realty Income Senior Notes 5-3/8s of 2013 BBB 97.82 5.49% 6.19% Ms15
Realty Income Senior Notes 5-1/2s of 2015 BBB 95.89 5.74% 6.35% mN15
Realty Income Senior Notes 5.95s of 2016 BBB 96.26 6.18% 6.63% mS15
Realty Income Senior Notes 5-3/8s of 2017 BBB 92.07 5.84% 6.68% mS15

Senior Housing Property Trust Senior Notes 8-5/8s of 2012 - HRO on 
Change of Control at 101 BB+ 102 8.46% 7.51% Jj15

Shurgard Storage Centers Notes 7-3/4s of 2011 A- 103.9 7.46% 3.71% Fa22
Tanger Properties LP  Subsidiary of 
Tanger Factory Outlet Centers Senior Notes 6.15s of 2015 BBB 94.77 6.49% 7.26% mN15
Thornburg Mortgage Senior Notes 8s of 2013 - HRO on 

change of Control at 101 NR 4.62 0.00% flat Mn15
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Trustreet Properties Senior Notes 7-12s of 2015-HRO on 
change of control at 101 AA+ 105.98 7.08% 6.08% Ao

United Dominion Realty Trust M-T Notes 6.05s of 2013 BBB 101.64 5.95% 5.68% Jd
United Dominion Realty Trust M-T Notes 5-1/4s of 2015 BBB 96.58 5.44% 6.06% Jj15
United Dominion Realty Trust M-T Notes 5-1/4s of 2016 BBB 92.9 5.65% 6.72% Jj15
Vantas Realty LP/Cap Senior Notes 5.45s of 2012 - HRO on 

change of Control at 101. Guaranteed 
by Vantas Inc. BBB- 104.75 8.59% 7.19% Mn

Vantas Realty LP/Cap Senior Notes 6-3/4s of 2017 - HRO on 
change of Control at 101. Guaranteed 
by Vantas Inc. BBB- 96 7.03% 7.50% Ao

Washington REIT Senior Notes 5.05s of 2012 BBB+ 99.05 5.10% 5.40% Mn
Washington REIT Senior Notes 5-1/8s of 2013 BBB+ 96.48 5.31% 6.45% Ms15
Washington REIT Senior Notes 5.35s of 2015 BBB+ 96.18 5.56% 6.13% Mn
Weingarten Realty Investment M-T Notes 'A'  7-1/2s of 2010 BBB 100.08 7.49% 7.42% ms15 12-19-10
Weingarten Realty Investment M-T Notes 'A'  4.48s of 2010 BBB 96.78 4.63% 7.96% ms15 10-31-10
Weingarten Realty Investment M-T Notes 'A'  7-1/2s of 2012 BBB 94.28 7.95% 9.79% mn15
Weingarten Realty Investment M-T Notes 'A'  5.996s of 2012 A 96.56 6.21% 7.31% ms15  7-8-12
Weingarten Realty Investment M-T Notes 'A' 3s of 2012 BBB 88.99 3.37% 7.21% ms15  8-15.12
Weingarten Realty Investment M-T Notes 'A'  5.40s of 2012 BBB 90.17 5.99% 9.30% mS15
Weingarten Realty Investment M-T Notes 'A'  5.675s of 2012 BBB 94.89 5.98% 7.64% ms15 11-25-12
Weingarten Realty Investment M-T Notes 'A'  5.263s of 2012 BBB 97.96 5.37% 6.03% ms15  5-15-12
Weingarten Realty Investment M-T Notes 'A'  5-1/2s of 2012 BBB 90.42 6.08% 9.31% mS15
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Weingarten Realty Investment M-T Notes 'A'  6.10s of 2013 BBB 94.03 6.49% 7.89% ms15 7-15-13
Weingarten Realty Investment M-T Notes 'A'  5.65s of 2013 BBB 95.32 5.93% 7.45% ms15 1-15-13
Weingarten Realty Investment M-T Notes 'A'  5-1/2s of 2013 BBB 94.3 5.83% 7.70% ms15  1-28-13
Weingarten Realty Investment M-T Notes 'A'  5-1/2s of 2013 A 94.3 5.83% 7.70% ms15  1-28-13
Weingarten Realty Investment M-T Notes 'A'  4.99s of 2013 BBB 95.5 5.22% 6.30% ms15  9-3-13
Weingarten Realty Investment M-T Notes 'A'  4.95s of 2013 BBB 95.3 5.19% 6.32% ms15 12-1-13
Weingarten Realty Investment M-T Notes 'A' 6.70s of 2014 BBB 97.75 6.85% 7.37% ms15  1-15-14
Weingarten Realty Investment M-T Notes 'A' 4.857s of 2014 BBB 93.06 5.22% 6.90% ms15  1-15-14
Weingarten Realty Investment M-T Notes 'A'  6.525. of 2014 BBB 97.23 6.71% 7.35% ms15  2-21-14
Weingarten Realty Investment M-T Notes 'A'  5-3/4s of 2015 BBB 93.09 6.18% 7.45% ms15  1-15-15
Weingarten Realty Investment M-T Notes 'A'  5-1/4s of 2015 BBB 90.66 5.79% 7.56% ms15    3-2-15
Weingarten Realty Investment M-T Notes 'A'  5.35s of 2015 BBB 91.14 5.87% 7.54% ms15  2-26-15
Weingarten Realty Investment M-T Notes 'A'  6.64s of 2026 - HRO 

on 7-14-04 at 100. BBB 76.75 8.65% 9.43% ms15  7-15-26
Weingarten Realty Investment

M-T Notes 'A'  6.46s of 2028 - HRO 
on 2-10-06, 8-11-08, '20 & '18 at 100. BBB 99.26 6.51% 6.52% ms15  8-11-28
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Appendix 1 
RE Loans Portfolio Description and Valuation of Each Loan 
 
There are 47 loans in the portfolio as of October January 1, 2009.  This date is used because the 
appraiser just met with the company which is currently negotiating with Wells Fargo Bank to retire its 
line of credit. The document entitled liquidity plan permitted an assessment as of December 1, 2009, 
which is close to the valuation date.   
 
There have been no distributions since September 2008.  This affects the rating on the RE Loans LLC 
notes held by the investors. 
 
The Loan Number and Description of each note as of December 1, 2009 are presented below: 
 
A0091    
The borrower is R.E. LOANS, LLC (ACANTO) The property address is a tentative tract (48 Lots), 
Palm Springs, CA. The underlying real estate is one Lot within Estancia subdivision. Status is real 
estate owned (REO), acquired due to developer insolvency. Currently the property is in negotiation 
for sale.   The appraised value at the time of the loan was $650,000, and the committed loan amount 
was $200,000 with a loan to value ratio of 30.77%.  The current loan amount is $100,000, which is 
28.57% of the current appraised value of $350,000.  The loan is several years past the maturity date of 
6/5/2007. 
 
According to management, this is a REO, where the foreclosure is complete.  This one of 21 finished 
lots the company has in Palm Springs.  Recently the property is listed at $300,000, which is called a 
teaser. The superior lots should sell for $385,000, while inferior lots might sell for $300,000, which 
leads to the average appraised value of $350,000.  The members of RE Loans LLC will eventually 
make money on this deal. But right now, the value remains depressed.   
 
RE Loans has plans to liquidate this property in 2010, but if the market stays soft, it could tak another 
year.   
 
Valuation 
The loan is rated by the appraiser as a below CCC loan, and the rate of return on this loan is 42%.  
Here the par value of the current loan amount is $100.000.  The loan is several years past the due date.  
The interest rate on the loan was 12%.  The loan amount is several years past due but is well covered 
by the value of the property.  Therefore, in my opinion this past due note has a rating of CCC, and a 
yield of 42%.  However, the underlying property will sell at some point, and the loan will be paid.  
Once the property becomes a REO, it no longer bears interest. It is estimated that this property will 
sell for over $300,000 within 2 years.  If it sells at the end of two years, and the yield to maturity 
discount rate is 42%, the value of the property is:   $100,000 times 1/(1+0.42)2 = $43,796 or $44,000 
rounded.  This is $44 per $100 of loan value. 
  
In this paper since RE Loans receives 
its interest payments monthly, we are 
discounting on a monthly basis at 
.035 or 3.5% per month.  The value 
of the note on this basis is approximately $43,796 which is $44 per $100 of value. 

A0091 Balance Payment Disc. PV Rate n 
31-Dec-09 $100,000 $0 $0  42.00% 0 
31-Dec-11 $100,000 $100,000 $43,796   24 

   $0.44    



Appendix 1, page 2 
Attachment to Valuation of RE Loans Notes, as of 12/31/2009;  

Authored by Mary Ann Lerch, CFA, ASA, MCBA, BVAL 

 
At such time that the loan looks like it will be paid, the value will increase to par as the collateral well 
covers the value of the note.   
 
 
A0126  
The borrower is R.E. LOANS, LLC (ACANTO). The property is Various Lots, Palm Springs, CA  

consisting of 18 improved lots; one 
partially completed house (50%); one 
partially completed house, (95%) in the 
Estancia subdivision REO.  The property 
was acquired due to developer insolvency. 
Currently in negotiation for sale.  
 
The original loan amount was $6.2 million 
which was 25.83% of the value of the 
property appraised for $24,000,000. The 
due date is 02/09/11.  The current loan 
amount is $ 6,193,862 which is 84.85% of 
the appraised value of the property which 
is $ 7,300,000. 
 
This is similar to A0091 on multiple lots.  
It is still a REO.  This one will take longer 
to liquidate because of the large number of 
lots, 18 versus 1.   
 

The loan is rated by the appraiser as a below CCC loan, and the rate of return on this loan is 42%.  
 
Valuation in Default 
But since it is estimated to take 4½ years to liquidate this project, starting one year from the valuation 
date, at the rate of one lot per quarter.  The average price of the lots will be say $325,000 in 2010, 
increasing by $25,000 per year thereafter.  The value of the note is therefore $2,191,201 which is $35 
per $100 of value:  See first table A0126. 
 
A0097    
The borrower is WELL B NG, LLC (ALL AMERICAN).  The property address is 100 Custer Way, 
Tumwater, WA. The underlying real estate is 130 total acres; approximately 890,000 sf; 13 total 
existing buildings, warehouse space, office and ancillary use buildings and the Historic Old 
Brewhouse. The loan status is that the Chapter 7 bankruptcy trial concluded - all claims by the Trustee 
have been dismissed.  Property owned by affiliated entity Well B Ng, LLC for the purpose of 
defending the lawsuit and listing for sale. RE Loans first deed of trust remains. The property is still 
listed with Colliers, for $42 million, and RE Loans is currently negotiating purchase and sale.  
 
The original committed loan amount was appraised value at the time of the loan was $25,319,014, 
which is 44.42% of the then appraised value of the property of $57,000,000.  The current loan amount 

Date A0126 Balance 
Payment-Lot 

Sale Disc. PV 
3/31/10 6,193,862 $6,193,862  $325,000 $221,979 
6/30/10 5,868,862 $5,868,862  $325,000 $201,799 
9/30/10 5,543,862 $5,543,862  $325,000 $183,454 

12/31/10 5,218,862 $5,218,862  $325,000 $166,776 
3/31/11 4,893,862 $4,893,862  $350,000 $163,278 
6/30/11 4,543,862 $4,543,862  $350,000 $148,434 
9/30/11 4,193,862 $4,193,862  $350,000 $134,940 

12/31/11 3,843,862 $3,843,862  $350,000 $122,673 
3/31/12 3,493,862 $3,493,862  $375,000 $119,487 
6/30/12 3,118,862 $3,118,862  $375,000 $108,624 
9/30/12 2,743,862 $2,743,862  $375,000 $98,749 

12/31/12 2,368,862 $2,368,862  $375,000 $89,772 
3/31/13 1,993,862 $1,993,862  $400,000 $87,052 
6/30/13 1,593,862 $1,593,862  $400,000 $79,138 
9/30/13 1,193,862 $1,193,862  $400,000 $71,944 

12/31/13 793,862 $793,862  $400,000 $65,403 
3/31/14 393,862 $393,862  $450,000 $66,890 
6/30/14 -56,138 ($56,138) $450,000 $60,809 

    $2,191,201 
    Value per 100  $    35.38  
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is $24,638,351 which is 70.4% of the estimated value of the property which is $35 million. The loan 
is past the due date which was 4/5/08. 
 
This is a loan on a foreclosed property in an affiliated entity.  There are many such loans in the 
portfolio.   
 
As of August 27, 2009, the property is valued at approximately $27 mil.  RE Loans had an offer for 
35 million in cash.  The offeror wanted phase II environmental project study and the last step was to 
sign the contract and show proof of funds to the seller, but the seller is still waiting to hear from the 
buyer.  As of October 30m 2001, the litigation initiated by the former trustee was resolved, with the 
judge ruling in favor of the RE Loans affiliate owner Well BE Ng. LLC.   
 
The port of Olympia has expressed interest in leasing space and there is interest in purchasing the 
Historic Brew House.  It was listed 12/8/9 for $42 million with Troy Dana of Colliers International.  
 
The assumption here is that the property will sell for $35 million by the end of two and a half years 
and that the company will get it full loan paid.  Since it is a REO, the fund will make money on the 
property.  
 
Valuation in Default 
The loan is rated by the appraiser as a below CCC loan, and the rate of return on this loan is 42%.  
Here the par value of the current loan amount is $24,638,351.  The loan is one year and two weeks 
past the due date and is now a REO, the foreclosure having been accomplished.  The loan amount is 
well covered by the value of the property.  It should payoff within 30 months of the valuation date.  
Therefore, in my opinion this past due note has a rating of CCC at the time of the valuation, and a 
yield of 42%.   

 
This is $36 per $100 of loan value.  If on the 
other hand, the note is compounded monthly 
to comply with the scheduled payments on 
the note, the estimated fair market value of 
the note is $8,778,000 which is $36 per $100 
of face value. 
 
A0104    
The property address is 1430 23rd Ave, Oakland, CA 94606. This is a Single tenant commercial 
property.  The status is that the owner is in bankruptcy with a second Trust Deed behind RE Loans.  
This means that the second position lender will make the first lender (RE Loans LLC) whole when the 
payment is received.   The original loan commitment and the current balance is $100,000 and is 42% 
of the value of the property estimated to be $250,000.  No adjustment in the property has been made.1  
And the second creditor position lender protection assures that the loan will at some point be paid.  

                                                 
1 It is reasonable appraiser estimates that the loan is probably around 50% of the current value which reflects a 20% 
negative adjustment in the property value.  In her unprofessional opinion, the small properties do not decline as deeply as 
the larger ones.  This means that the loan to value ratio is probably around 50%.  It really moot to our subject company 
because of the protection afforded by the second position lender. 

A0097 Balance Payment Disc. PV Rate   n 
31-Dec-09 $24,638,351 $0  $0 42.00% 
30-Jun-11 $24,638,351 $24,638,351  $8,778,113 30 

   $0.36  
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The maturity date is 8/25/09.  The owner is in bankruptcy.  As of November 6, 2009, the borrower is 
making pre and post bankruptcy payments. 
 
Valuation of Protected Note 
There is no interest reserve and the loan is 
non-performing.  Normally the default, means 
that the loan is rated by the appraiser as a 
below CCC loan, and the rate of return on this 
loan is 42%.   
 
If the note is protected by the 2nd lien holder, then the note is worth par only if it looks like it pay off 
on time.  But in light of the interest default, it is rated CCC even though it is protected by the second 
lien holder. And the owner is in bankruptcy, which gives the issuer a low rating.  Even if the 2nd lien 
holder were making the interest payments to RE Loans, it would be hard to rate it above CCC with the 
owner in bankruptcy. It therefore is priced to yield 42%.  It is assumed that the property will be 
disposed of in one and a half years (18 months) from the valuation date, and that the interest will be 
kept current.  Therefore the estimated fair market value of the note is $53,836, which is $54 per $100 
of face value of the note. 
 
At such time that the loan looks like it will be paid, the value will increase to par as the collateral well 
covers the value of the note.   
 
A0106    
The borrower is R.E. LOANS, LLC (AQUATERRA) The property is land in Walton County, Florida. 
This is a master planned community set on 26 acres and consists of 129 single-family home sites, 100 
multifamily units. Located in highly-desirable area. REO. The property was acquired due to developer 
insolvency. Value severely impacted in current market; RE Loans management anticipates a 
resurgence in value. Retaining broker and exploring options for listing for sale. 
 
The original and current loan amount is $38.5 million.  This is 48.13% of the appraised value of $80 
million at the time of the loan.  The loan is due 9/3/09.  The loan amount is currently 142.9% of the 
recent estimated value of $24 million, estimated as of December 1, 2009.  RE Loans is upside down 
on this asset meaning that the appraised value of the property does not fully cover the loan amount.  
 
Since the loan is nonperforming, it is rated below CCC, and discounted at 42%.  
 
Valuation 
This loan is non-performing, and 
recovery of principle appears 
unlikely.  If the company can sell 
the property say by March of 2012, 
or 2 ½  years from the date of 
valuation for $24 million, the value 
of the note would be the payment of $24 million discounted out 24 months at 42% compounded 
monthly or with a present value factor of 0.3563, which is $35.63 per $100 of appraised value on this 
REO. The note value is estimated to be $8,550,652, which is 22% of the original loan amount. 
 

A104 Balance Payment Disc. PV Rate  n 
31-Dec-09 $100,000 $0  $0 42.0% 
30-Jun-11 $100,000 $100,000  53,836 18  

   $0.538  

A0106  Balance Payment Disc. PV Rate n 

31-Dec-09 $38,500,000 $0 $0  42.00% 0 
11-Jul-12 $24,000,000 $24,000,000 $8,550,682   30 

   $0.36  of est. proceeds 

   $0.22  of original loan 
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A0109    
Property is land in Salt Lake County, Utah consisting of 496 acres of which 260 acres are entitled for 
187 residential lots, 60 condos and a commercial component.  The status is that the property is 
proceeding to foreclosure due to borrower insolvency. Foreclosure is delayed as a result of the title 
company clearing title.  The original loan commitment was $5,616,478 which was 24.42% of the 
value of the then value of the property which was appraised for $23 million.  The Maturity date is 
12/21/2009.  The loan value is still $5,616,478 which is 46.8% of the current appraised value of the 
property which is $12 million. 
 
Valuation 
The loan is rated by the appraiser as a below 
CCC loan, and the rate of return on this loan is 
42%. The property is in foreclosure and the 
loan is non performing.  In my opinion, the 
payments stream should be discounted by 42%.  The value of the bond is the value of the principal 
due at the end of 24 months.  Nothing commercial is selling right now, and the market is slow to 
move, with financing difficult to obtain. Therefore the payment stream and the computation of the 
present value indicate a value of $2,921,000, which is $52 on a $100 bond.  Since the company is now 
a REO, the note will eventually be satisfied.  
 
A0111 
The property is Adams Canyon Ranch, Ventura County, CA consisting of 4,117 acres with 
discretionary entitlements approved by the city of Santa Paula CA for 400 lots. The status is that a 
loan modification being negotiated.  
 
The original loan commitment was $40.3 million which was 53.31% of the then value of the property 
appraised at $75.6 million.  The maturity date is 7/8/10, The current loan amount is $40,026,027 
which is only 33.35% of the appraised value of the property which is $120,000,000.   This is one of 
the few properties which has gone up in value. 
 
The property consists 4,300 acres originally 40 100-acre lots or 120 mil,  The city has rezoned to 
make it 400 10 acre lots.  Increased lots 10 fold.  This down-zoning (in size) has raised the potential 
value of the property immensely.  Therefore it has good upside in potential value.  This is one of the 
loans with a built in interest reserve arrangement, which recent ran out.  
 
Valuation Non-Performing. 
The note is non-performing on interest. 
Therefore, I think the payback will not 
come for another year or two.  The rating 
would be lowered to below CCC and the 
discount rate increased to 42% compounded monthly, so that the value of the note in month 24 would 
be $17,530.000 or $44 per 100 value of note. 
 
 
 
 

A0109 Balance Payment Disc. PV Rate  n 
31-Dec-09 $5,616,478  $0.00 42.00% 
30-Dec-11 $5,616,478 $5,616,478  $2,921,442.99 24 
   $0.52  

A0111  Balance Payment Disc. PV Disc. Rate 

31-Dec-09 $40,025,967 $0.00  $0.00 42.0% 
31-Dec-11 $40,025,967 $40,025,967  $17,529,658 n=24 
       $  0.44   
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B0955   
The borrower is CAPITAL SALVAGE, 
INC. (BRAVO MARSHA) The property 
is located in Harris County, TX and 
consists of 82.821 acres single family 
home development entitled for 198 single 
family home units.  It is entitled for 
another 248 high-density units on 
undeveloped parcel. 
The status is that it was taken back in 
foreclosure by Capital Salvage. RE 
Loans first deed of trust 
remains on property. There are ongoing 
negotiations with HOA to maintain 
property.  RE Loans is in discussions 
with various broker regarding sale. The 
original loan amount was $23.0 million 
which was 63.89% of the then appraised 
value of the property of $36 million.  The 
maturity date is 1/30/12,  The current 
loan amount is $22,642,825 which is 
94.35% of the current estimated value of 
the property of $24 million. 
 
Currently, as of October 2, 2009, twenty 
finished lots have been listed for sale.  
The proerty has been re-plated to be 160 
lots of which 80 are interior lots.  The 
interior lots have a projected sale 
pricxeof $65,000 to $95,000 each, and 
the golf course lots are projected to sell 
for $115,000 to $150,000.  The total 
value is projected to be $14,000,000 to 
$20,000,000.  On October 16, 2009, one 
interior lot is in escrow for $70,000 all 
cash.  The realtors listing the above lots 
feel that they can sell all 20 lots within 3 
months.  On November 6, 2009, RE 
Locans received $264,000 form the TIRS 
(a rebate for infrastructure costs) on thie 
property.  The project is listed with 
Houston New Home Source, and the 
broker is Christian Milazzo.  The 
projected sellout is targeted for four years from present. 
 

B0955 Balance Payment Disc. PV 
Disc. 
Rate lots 

31-Oct-09 22,642,825 $0  $0 42%  
30-Nov-09 70,000 70,000 $67,633  1 
31-Dec-09 497,500 497,500 $464,422  5 
31-Jan-10 497,500 497,500 $448,716  5 
28-Feb-10 552,500 552,500 $481,472  5 
31-Mar-10 552,500 552,500 $465,190  5 
30-Apr-10 420,000 420,000 $341,670  4 
31-May-10 420,000 420,000 $330,116  4 
30-Jun-10 420,000 420,000 $318,953  4 
31-Jul-10 420,000 420,000 $308,167  4 
31-Aug-10 420,000 420,000 $297,746  4 
30-Sep-10 420,000 420,000 $287,677  4 
31-Oct-10 420,000 420,000 $277,949  4 
30-Nov-10 420,000 420,000 $268,550  4 
31-Dec-10 420,000 420,000 $259,468  4 
31-Jan-11 420,000 420,000 $250,694  4 
28-Feb-11 420,000 420,000 $242,216  4 
31-Mar-11 420,000 420,000 $234,026  4 
30-Apr-11 420,000 420,000 $226,112  4 
31-May-11 420,000 420,000 $218,465  4 
30-Jun-11 420,000 420,000 $211,078  4 
31-Jul-11 420,000 420,000 $203,940  4 
31-Aug-11 420,000 420,000 $197,043  4 
30-Sep-11 420,000 420,000 $190,380  4 
31-Oct-11 420,000 420,000 $183,942  4 
30-Nov-11 420,000 420,000 $177,722  4 
31-Dec-11 420,000 420,000 $171,712  4 
31-Jan-12 420,000 420,000 $165,905  4 
29-Feb-12 420,000 420,000 $160,295  4 
31-Mar-12 420,000 420,000 $154,874  4 
30-Apr-12 420,000 420,000 $149,637  4 
31-May-12 420,000 420,000 $144,577  4 
30-Jun-12 420,000 420,000 $139,688  4 
31-Jul-12 420,000 420,000 $134,964  4 
31-Aug-12 420,000 420,000 $130,400  4 
30-Sep-12 420,000 420,000 $125,990  4 
31-Oct-12 420,000 420,000 $121,730  4 
30-Nov-12 420,000 420,000 $117,613  4 
31-Dec-12 420,000 420,000 $113,636  4 
31-Jan-13 420,000 420,000 $109,793  4 
28-Feb-13 342,500 342,500 $86,506  3 
28-Feb-13  16,792,500 $8,980,667  160 

   0.40   
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Valuation 
Since the note is non performing it is rated below CCC.   The estimated recoverable value is 
approximately $23 million. As a REO, I am taking the proposed sale of the finished lots, including the 
10 interior lots and 10 golf course perimeter lots, assumed to be for sold in the next four months at 5 
per month, and then scheduling 4 lot sales per month henceforward till all 140 remaining lots are sold. 
I am assuming that two of each will be sold.  I have used an average price of $132,500 for the golf 
course perimeter lots, and $77,500 for the interior lots.  We scheduled the lot sales per month as 
shown in the last column. 
 
The value of the note is therefore discounted by a present value factor of 0.3966 or by $40 per $100.  
The value of the note is estimated to currently be $8,980,667.  
 
C0390    
The property is located near Jackson Hold, Wyoming in Teton / Lincoln City, WY, and consists of a 
549-acre high-end golf community development and sporting club, set along 6 miles of the Snake 
River and abutting Bridger Teton National Forest (3.5 million acres). There are approximately120 lots 
remaining to be sold.  The status is that the Development halted due to borrower insolvency. Relief 
from stay granted in Chapter 11 bankruptcy. The property is proceeding immediately to foreclosure. 
Proposal submitted to county and club members to complete development and payoff RE Loans. 
 
The loan amount was $61,146,348 due 1/7/2009.  The loan was 47.8% of the value of the property.  
As of December 1, 2009, the property had been marked down by 37.5% to $80 million reflecting a 
loan to value ratio of 76.43%.   
 
Bar-K Property Management has made a proposal to the country club members to complete the 
development and pay of RE Loans. 
 
Valuation 
The loan is in default and therefore 
rated below CCC, and discount at 
42%.  The estimated fair market 
value of this note takes into 
account that the foreclosure is in 
the hands of the country and club 
members to complete the 
development and pay off RE Loans 
LLC.  This will be paid as the 
remaining lots are sold.  This could take five years to sell in a reasonable market.  Absorption in 
today’s market could be longer.  We are estimating that the loan will be paid in full seven years after 
the due date which is 1/7/2016, with several interim payments along the way beginning in 2011.  As 
shown in the table, the estimated fair market value of the note is $16,821,364 or $16,800,000 rounded 
which is $28 per $100 of face value.  
 
 
C0403    
CAPITAL SALVAGE, INC. (SARATOGA HOMES).  The address is 1830 N. Pecos Creek Rd, Las 
Vegas, NV, and consisting 48 completed condo units, common areas, pool. The note was to Capital 

C0390 Balance Payment Disc. PV Disc. Rate n 
1-Jan-11 $61,146,348 $10,000,000 $6,177,818  42.00% 14 
1-Jan-12 $51,146,348 $10,000,000 $4,088,377   26 
1-Jan-13 $41,146,348 $10,000,000 $2,705,619   38 
1-Jan-14 $31,146,348 $10,000,000 $1,790,534   50 
1-Jan-15 $21,146,348 $10,000,000 $1,184,945   62 

7-Jan-16 $11,146,348 $11,146,348 $874,071   74 
   $16,821,364    
   $0.28    
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Salvage, Inc.. The property was acquired through foreclosure of original loan. Listing for sale within 
90 days. There is a remaining interest reserve of $800,000.   
 
The original loan amount was $5,171,633 which was 58.77% of the then appraised value of the 
property of $8.8 million at the time of the valuation.  The current loan balance is $4,371,633.  The 
property value has since dropped to $6.8 million, as of this writing, 9/1/9.  The note is due 09/14/11.  
The current loan amount is $4,371,633 which is 64.29% of the current estimated value of the property 
of $6.8 million.  
 
Las Vegas city is requiring an offsite improvement before RE Loans LLC can obtain the Certificate of 
Occupancy.  Engineering plans are being submitted for approval.  As of November 11, 2009, the 
company needs $250,000 to complete the pool, landscaping, off-stie drainage, appliances and general 
contractor bills.    
 
Valuation  
Since the loan is a REO, it is non-
performing, although the property is still 
estimated to be worth $6.8 million. The 
interest reserve is subtracted from the face 
value of the loan so that its current face 
value is $4,371,633.  The estimated fair market value discounted at 42% for 24 months is 
approximately $1,990,000.  The present value factor is 0.455, which is $45 per $100 face value of the 
note. 
 
As a practical matter, it might take approximately six months for the units to begin selling at which 
time the investment horizon by change to a schedule of condo sales. But there is not yet adequate 
information to price the units and estimate the cash flow stream at this time. 
 
C0404    
The property address is 10400 E. Cottonwood Hills Pkwy, Hutchinson KS. The property consists of a 
championship golf course, single family home development on 619 acres. It is entitled for 338 in all 3 
phases; there are 347 residential lots - not counting 59 casita lots (lodging) and a possibility of 232 
future condos).  The status is that the developer applying for USDA golf community loan (June 2009). 
Program will potentially paydown RE Loans 5MM within 6-8 months.   In August 2009 foreclosure 
was initiated.  
 
The original loan commitment is $9,975,000 which was 71.25% of the then appraised value of the 
property of  $14,000,000.  The loan is due 01/09/12.  The balance as of 11/1/9 and 12/1/9 was 
$9,942,963 which is 99.43% of the current approximate value of $10 million. The appraised value of 
the property has been marked down by 40%.  RE Loans rejected a $3,000,000 payoff offer from the 
borrower as of August 28, 2009, and has proceeded to foreclosure. 
 

C0403 Balance Payment Disc. PV Rate  n 

31-Dec-09 $4,371,633 $0  $0 42.000% 
31-Dec-11 $4,371,633 $4,371,633  $1,990,092  24  

   $0.455  
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Valuation:  
Assuming the loan is non-performing, 
the value of the loan is worth a payment 
of $9,942,463 on the date of sale at some 
future date.  The loan is rated below 
CCC which indicates a discount rate of 
42%.  It should take at least two years to sell this property once the foreclosure is complete.  The 
estimated fair market value of the note is therefore $4,933,635, which is $36 per $100 face value of 
the note.  
 
C0406   
The borrower is CAPITAL SALVAGE, INC. (ZOHOURI III).  The property address is 3681 North 
Decatur Road, Decatur, Georgia, and consists of 1960 and 1962 Spectrum Circle, Marietta, GA 
30067-4001. The four properties are Colonnades which has been sold, Solaris, which is 194 units in 
which 60 are rented, Worthington condominiums, which consists of 58 condos of which 
approximately 40 are rented, and a land project on Kimberly Road with a potential for multi-family 
units.   
 
The status is that the property was acquired through foreclosure of original loan. Under contract to 
sell “Colonnades” for $1,150,000.  However, this contract fell through, and Re loans accepted a 
contract for $800,000 instead. A large portion of the property went to pay property taxes.  As of 
November 4, 2009, Re Loans has received 44,000 on the sale of the first of the Colonnades.  
 
The original loan amount was $23,679,000. The loan is due 3/11/10.  As of December 1. 2009, the 
loan amount was $25,853,505 which is 103% of the formerly appraised value of $25,000,000, 
although the appraisal is out of date.  
 
Valuation in Default 
This note is in default and rated below CCC. 
It is priced to yield 42%.  It is unlikely that 
this property will be sold or the loan repaid by 
the due date, which is just 11 months beyond 
the valuation date.  Therefore, the appraiser will push the loan out by another 13 months and estimate 
that it will be paid in full at that point.  The fair market value of the note is therefore $9,508,674, 
which is $37 per $100 of face value. 
 
C0407   
The property is a Land Development, in Missoula City, MT consisting of 240 Lot subdivision with 2 
model homes completed.   
 
The original loan amount of $5,725,000 was 52.05% of the appraised value of the property of $11.0 
million.  The due date is 08/11/13, a recent extension.  The current loan amount is $5,669,446, which 
is 81% of the current estimated value of $7.0 million.  
 
This loan is usually late, but the borrower was fairly current, and gets current periodically on the 
interest. The borrower’s bank contacted RE Loans and asked for an extension of the due date, and RE 

C0404 Balance Payment Disc. PV Rate/Payment 
31-Dec-09 $9,942,963 $0.00  $0.00 42.00% 

1-Jan-11 $9,942,963 $9,942,963  $3,542,463                 30  

   $ 0.36  

C0406 Balance Payment Disc. PV Rate 
31-Dec-09 $25,853,505 $0  $0 42.00% 
31-Dec-11 $25,853,505 $21,711,426  $9,508,674 24 

   $0.37  
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Loans declined.  As of August 21, 2009, the interest was paid through December 1, 2009. Therefore, 
it is rated below BB to CCC. 
 
Valuation: 
 If the loan is performing marginally, the rating is 
below CCC.  The value of the loan is estimated to be 
worth the loan amount discounted out 51 months, 
plus the interest reserve.  The interest reserve is zero 
on the most recent spreadsheet. The loan is late, but 
was more or less current as of the valuation date.  
The value of the note is therefore $2,300,201. This 
reflects a discount factor of 0.41, which is $41 per $100 face value of the note.   
 
 
D0316    
The property is in Victorville and Corona, CA consisting of 25 Acres entitled for 492 multifamily 
units plus 2 lots in Corona, CA. The status is that RE Loans is negotiating a loan modification with 
borrower.   
 
The committed loan amount was $3.75 million which is 39.47% of the then appraised value of the 
property of $9.5 million.  The loan is due 4/4/11.  As of 8/21/09, the loan amount was still $3.75 
million which is 62.5% of the current estimated value of $6.0 million.  Note the appraised value of the 
property has been reduced by 37%. The developer is dividing the project into two phases and the 
owner has applied for a construction loan for the first phase of the project. 
 
Valuation 
Assuming the note is in default on the 
interest, it is rated below CCC, and reflects 
a discount rate of 42% compounded 
monthly.   The payoff of the loan is 
schedule of $3.75 million is scheduled for 
4/4/11, which is 17 months past the valuation date.  This indicates a value of $2,147,553, which is $57 
per 100 of face value of the note.  It does seem unlikely that the developer will be done on time. 
 
F0075    
The borrower is R.E. LOANS, LLC (FEENUNE). An affiliate of RE Loans.  The property is located 
in Verdi, NV and consists of 56 acres with 3 finished lots plus 42 acres with potential for subdivision. 
This is a REO and its current status is listed for sale.  The original loan commitment was $1.8 million 
which was 48.65% of the then appraised value of the property of $3.7 million.  The loan is due 3/3/10.  
The current loan amount is $1.8 million which is 150% of the current appraised value of the property 
of $1.2 million. This is the second asset on which RE Loans is upside down. 
 
Property is listed for sale for $1.8 million. 
 

C0407 $5,669,446    NPV @ 42% n=51 
Payment Stream  $1,396,306  
 Per $ face  $0.25  
Payoff amount  $903,895  
 Per $ face  $0.16  
Total Amount  $2,300,201  
 Per $ face  $0.41  

D0316   Balance Payment Disc. PV Rate  n 

31-Dec-09 $3,750,000 $0  $0 42.000% 
4-Jun-11 $3,750,000 $3,750,000  $2,147,553 17  

   $0.573  
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Valuation  
Assuming the note is in default on the 
interest, it is rated below CCC, and reflects 
a discount rate of 42% compounded 
monthly.   The payoff of the loan is 
schedule of $1,800,000 appears unlikely 
because the property has been marked 
down to $1,200,000.  RE Loans 
management thinks it may have a buyer at 
$1.4 million, but nothing is certain.  Payment is scheduled for 3/3/10, which is 4 months past the 
valuation date.  In my opinion, this will be delayed by at least 17 months beyond the valuation date to 
August 2011.  This scenario indicates an estimated fair market value of $669,000 to $780,000 
depending upon whether the company is able to sell the property for $1.2 million or $1.4 million.  
These values range from $37 to $43 per $100 of face value. 
 
 
H0118   
The property is located in Georgetown, SC consisting of approximately 800 acres entitled for 1400 
residential units. Phase I common infrastructure is completed. The status is that the borrower is 
proceeding through Chapter 7 bankruptcy. 
 
The original loan amount was $35,066,598 which was 53.95% of the then appraised value of the 
property of $65.0 million.  The loan is due 3/14/10.  The current loan value amount is also 
$35,066,598 which is now 73.06% of the current appraised value of $48 million as of December 1, 
2009.  The estimated property value has been reduced by 26.0%. 
 
Valuation 
This loan is clearly in default on interest 
and principal, and payment on the due 
date is unlikely. The property is a REO.  
The note is rated below CCC, and reflects 
a discount rate of 42% compounded monthly.  However, there is some chance that the loan could be 
paid by the end of 2011.  If the note is paid by December 2012 [which gives the developer another 
year to reach this milestone for such a large development], the estimated fair market value of the note 
is $15,895,185 which is $45 per $100 of face value of the note.  Caveat:  The note will have a higher 
FMV if the note is paid as the units are sold earlier and gradually used to defray principal on the note.  
 
J0048 
The property address is Foothill View Portland, OR and consists of 51 buildable lots in various 
subdivisions throughout Portland area.  
 
The original loan was $7,400,000 which was 49.19% of the then appraised value of the property 
of$15,045,000.  The loan is due 2/1/11.  The current loan amount is $7,094,000 which is 59.12% of 
the estimated property value of $12.0 million as of December 1, 2009. The property has been marked 
down by 20.3%. 
 

F0075 Balance Payment Disc. PV Rate  n 
31-Dec-09 $1,800,000 $0  $0 42% 

1-Aug-11 $1,400,000 $1,400,000  780,085  17  
   $0.43   

1-Aug-11 $1,200,000 $1,200,000  668,645  17  

   $0.37   
  average 724,365   
   $0.40   

H0018 Balance Payment Disc. PV Rate  n 
31-Dec-09 $35,066,598 $0 $0 42% 

1-Feb-12 $35,066,598 $35,066,598 $15,895,185 23  
   $0.453  
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As of August 21, 2009, a third party was interested in buying some lots to build.  As of August 28, 
2009, an agreement for a rewrite and to pay down the loan was proceeding. 
 
Valuation in Default 
Assuming the note is in default on the 
interest, it is rated below CCC, and 
reflects a discount rate of 42% 
compounded monthly.  It appears 
unlikely that the loan will pay by the due date, but the appraiser is hoping that it can be paid down 
within a year of the due date.  If however, the full payment of $7.4 million is paid within another year, 
by 2/1/2012, the fair market value of the note is $3,563,000, which is $50 per $100 face value of the 
note.  
 
K0124 
The property is beachfront property with 3 houses in Haleiwa, Hawaii, originally and currently valued 
at $3.4 million.  The current loan amount is $2,350,000 which is 69% of the value of the property.  
There is little information except that the loan is in default, and therefore, it is rated below CCC. 
 
Valuation in Default  
 We are assuming optimistically, that the 
loan will be paid when the properties are 
sold, and that the sale and repayment of 
the note will be approximately 2 years 
from the valuation date.  The value of the 
note is therefore $1,030,000, rounded and is therefore worth $0.44 per $1.00 of face value. . 
 
K0132  
The property address is 635 Fulton Street, San Francisco, CA 94102 which consists of Commercial 
property (mortuary) with 4 apartment units above.  The original loan amount was $650,000, or 65% 
of the value of the property when it appraised at $1.0 million.  The loan is due 3/29/10.  The current 
amount as of December 1, 2009 is still $650,000, and the current property is estimated to be worth 
$850,000, which is down 15% from its original estimate.  The current loan to value ratio is 76.47%.  
 
Valuation 
Assuming the note is current on the 
interest, it is rated below BB, and reflects 
a discount rate of 20.0% compounded 
monthly. This property is local to RE 
Loans LLC, and should payoff on or 
within six months of the due date.   
 
If it looks as if it will pay off on time, then the note is worth $571,319, which is $88 per $100 of face 
value. 

J0048 Balance Payment Disc. PV Rate  n 
31-Dec-09 $7,094,000 $0 $0 42% 

1-Feb-12 $7,094,000 $7,094,000 $3,444,640  21  
   $0.486  

K0124-A Balance Payment Disc. PV Rate  n 

31-Dec-09 $2,350,000 $0 $0 42.000%

1-Oct-11 $2,350,000 $2,350,000 
$

1,029,199 24  

   $0.438  

K0132 $650,000  NPV @ 20% N=24 
Payment Stream  $134,207 
 Per $ face  $0.21 
Payoff amount  $437,112 
 Per $ face  $0.67 
Total Amount  $571,319 

 Per $ face  $0.88 
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Valuation in Default 
 If the note is non-performing on the 
interest then it is rated CCC and priced to 
yield 42%.  In this case the note is worth 
between $430,000 and $296,000 
depending upon whether it is paid within 
one year or at the end of two years.  It 
will probably not be paid on the due date.  This range is from $46 to $66 per $100 of face value of the 
note.  
 
L0336   
The property is in San Diego, CA  and consists of 172 condo units in addition to a separate 30 acre 
parcel.  Development is incomplete. There are 31 units built and for sale. There are 88 units to be 
build. The default is due to insolvency of developer/borrower.   
 
The owner has restarted a sales program and has presented a new proposal for release clauses.  As of 
August 21, 2009, the developer has received 2 contracts for units and is negotiating with Bar K for a 
change in the release clause to permit sales.  As of September 25, 2009, the owner had six contracts 
subject to FHA financing.  RE Loans will announce closings as they occur. 
 
The original loan amount was $26,901,250 which was 36.85% of the then appraised value of the 
property of $73 million.  The loan is due 4/29/10.  The current value of the loan is still $26,901,250 
which is 89.67% of the estimated value of the property of $30 million, which has been reduced by 
59%. 
 
Valuation 
This loan is clearly in default on interest 
and principal, and payment on the due 
date is unlikely. The property is a REO.  
The note is rated below CCC, and reflects 
a discount rate of 42% compounded monthly.  However, there is some chance that the loan could be 
paid by the end of 2011. If it is assumed that a payoff can be accomplished by December 2012, the 
estimated fair market value of the note is approximately $11,782,000 rounded, which is $44 per $100 
of face value.  
 
L0338    
The borrower is R.E. LOANS, LLC (LUNDT), an affiliate.  The property address is Placer County, 
CA which is a 5-acre residential parcel in Granite Bay. Property is a REO.  The original loan was 
$350,000 which was 58.33% of the appraised value of $600,000.  The loan is due 8/10/10.  The loan 
to value ratio (LTV) is currently 100% since the property value has been reduced to $350,000, or by 
58%. The lot is flat and woody with one house listed for sale at $399,000. 
 
Valuation 
 The note is in default on the interest, and 
the property is owned by RE Loans LLC.  
The note is rated below CCC, and reflects 
a discount rate of 42% compounded 

K0132 Balance Payment Disc. PV Rate  n 
31-Dec-09 $650,000 $0 $0 42% 
31-Dec-10 $650,000 $650,000 $430,159 12  

   $0.662  
31-Dec-11 $650,000 $650,000 $295,899 24  

   $0.455  

L0336 Balance Payment Disc. PV Rate  n 
31-Dec-09 $26,901,250 $0 $0 42% 
31-Dec-12 $26,901,250 $26,901,250 $11,781,594 24  

   $0.438  

L0338 Balance Payment Disc. PV Rate  n 
31-Dec-09 $350,000 $0 $0 42% 
15-Mar-12 $350,000 $350,000 $205,349  15.5  

   $0.587  
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monthly. This property is local to RE Loans LLC, and as of October 2, 2009, the property was listed 
for sale.  The listing price has been reduced to $375,000.  Assuming it takes another 15 months to sell, 
and the loan pays off on time which is 15.5 months from the valuation date, and without interest in the 
interim, the estimated fair market value of the note is $205,349 or $59 per $100 of face value.  We 
selected 15 months rather than 12 months, because March usually begins the building season, rather 
than January. 
 
L0340   
The property is a subdivision of 74 Acres, in Harlingen, Texas.   It is a 74-single family home 
development abutting golf course (known as Las Colinas). It is entitled for 250 lots; there is 
infrastructure and 128 Phase I lots completed. There is a sale pending for $15MM.   
 
The loan amount is $5,100,000 which is 34% of the current appraised value of the property of $15.0 
million.  The loan is due 5/11/11. The value of the property has remained stable because there is a sale 
pending.  The assumption is an on time payoff, which is iffy. 
 
Valuation 
The loan is in default on the interest, 
but may pay on time as of 5/11/201.  
This is 17.3 months from the 
valuation date.  The loan is rated CCC, and has a discount rate of 42% compounded monthly. The 
value of the loan is estimated to be $2,812,562 which is $55 per $100 of face value. 
 
 
M0178   
The property address is 4924 Westshore Drive, Moses Lake, WA 98837.  The property is a Resort at 
Moses Point golf course community development located on over 400 acres. Purchase and Sale 
Agreement has been entered into between borrower and third party for purchase of the golf course 
which will pay down RE Loans $1,150,000 dollars.  
 
The original loan was $18,499,087, which was 51.29% of the then value of the property which was 
appraised at $36 million.  The loan is due 6/10/10.  The Current loan amount is still $18,499,087 and 
is 74% of the value of the property estimated to be $25 million, marked down by 30.5%. 
 
Valuation 
The note is in default on the interest, and the 
property is owned by RE Loans LLC.  The 
note is rated below CCC, and reflects a 
discount rate of 42% compounded monthly.  
Payment on the due date is unlikely. It is 
assumed that the golf course will be sold, and 
the $1,150,000 will be repaid to RE Loans 
LLC, within 6 months of the valuation date. However, the loan balance is unchanged as of December 
31, 2009.  It is further assumed that the property will be sold and the loan repaid in full within 24 
months of the due date, or within 38 months of the valuation date.  
 

L0340 Balance Payment Disc. PV Disc. Rate n 
31-Dec-10 $5,100,000 $5,100,000 $2,812,562  42.00% 17.3 
   0.5515   

C0178 Balance Payment Disc. PV Rate n 
31-Dec-09 $18,499,087 $0  $0 42.00% 
11-Aug-13 $1,150,000 $1,150,000  $935,526 6 

 $17,349,087 $17,349,087  $7,598,156 24 
   $8,533,682  
   $0.46  
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The note is therefore worth $1,150,000/((1.035)6) plus $17,349,087 discounted back for 24 months at 
the same rate.  The sum amounts to $935,626 plus $4,990,453.  This amount equals $8,533,682 which 
is $46 per $100 of value.  
 
N0075   
The property address is 17400 South Cabrillo Highway, Half Moon Bay, CA consisting of 24.7 acres 
with single family home and a landing strip on the coast. The status is that the borrower is in 
bankruptcy – and the 2nd lien holder on the property is making payments to RE Loans LLC. The 
original loan amount was $305,130 which was 8.72% of the then appraised property value of $3.5 
million. The due date on the loan was 5/25/2007, and was extended to 6/30/09. 
 
The loan amount as of 12/1/2009 was still $305,130 which is 10% of the current value of the property 
estimated to be $3.5 million. 
 
Valuation in Default 
It is assumed that the property is in default but the 
mortgage holder is making payments.   In the 
meantime, with the second lien holder making 
interest payments, the note is valued as CCC 
paper because it nearly two years beyond the due 
date, although the interests payments are current.  
In this case due to the size of the parcel and the 
house, it is assumed that the note will continue to be current on the interest, and that the principal will 
be received in full at the end of 24 months.  The value of the note is therefore $185,678, which is $61 
per $100 of face value.  
 
O0037 
The property is located in San Diego, CA and consists of two parcels subdivided. One is a residential 
lot consisting of 62 residential lots. There is also one 25.75-acre commercial lot.  
  
The original loan amount was $16,750,000 which was 25.47% of the then appraised value of the 
property which was $65,771,770.  The loan is due 10/11/10.  The loan amount as of December 1, 
2009 was still $16,750,000 which is now 71.28% of the current estimated value of the property which 
is $23.5 million.  The estimated property value has been marked down by 62%.  
 
Valuation 
Assuming the loan is in default on 
the interest, the note is rated below 
CCC and is discounted back to 
present value at 42% compounded 
monthly. If one of the parcels in this 
property was sold within 18 months,  
it is possible that half the note would 
be paid on the due date and the other half within the next 18 months.  On this premise the note would 
be worth the sum of approximately $8.0 million paid in mid 2011, and the other $8,750,000 paid by 
December 31, 2012.  
 

N0075 $305,120  NPV @ 42% n=24 
Payment Stream $52,048 42.0% 
 Per $ face $0.17  
Payoff amount $133,629  
 Per $ face $0.44  
Total 
Amount  $185,678  
 Per $ face $0.61  

Q0037 Balance Payment Disc. PV Rate  n 
31-Dec-09 $16,750,000 $0  $0 42.0% 

30-Jun-11 $16,750,000 $8,000,000  $4,306,889 18 
31-Dec-12 $8,750,000 $8,750,000  $2,536,036 36 

   $6,842,925  
   0.4085  
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As shown in the table, the present value of the note is $6,842,925 which is $40.85 per $100 of face 
value of the note. 
 
P0090  
The lender was CAPITAL SALVAGE, INC. (PERDIDO).  The property is located at 13810 Perdido 
Key Drive, Pensacola, FL, and consists of 19.06 acres with certificate of vested rights for 155 condo 
units. The property was taken back in foreclosure by Capital Salvage, Inc. and is listing for sale at 
9.5MM. As of August 21, 2009, Bar K will be applying for a change to commercial zoning. An 
additional $10,000 will need to be spent to clean up the site for building. 
 
 The original and current amount of the note is $5.6 million which was 46.67% of the then appraised 
value of the property of $ 12,000,000.  The due date is 3/4/2010.  The current loan amount is 86.15% 
of the current appraised value of the property which is $6.5 million.   
 
 
Valuation in Default 
The note is rated CCC once it when 
into default on the interest 
payments.  It is priced to yield 42%.  
It does not appear that the note will 
be paid before the end of 2010, and probably not before mid or late 2011.  Therefore, it is discounted 
out by 18 months from the valuation date.  The estimated fair market value of the note is therefore 
$3,014,822, which is $54 per $100 of value. 
 
P0096    
The property is located in Delano, CA and consists of 22.25 acres commercial land.  The original loan 
amount is $700,000 which is 50% of the appraised value of the property which is $1.4 million.  The 
loan is still outstanding and due 8/11/10.  The property value has not been marked down.  This 
property could take another year or two to be sold or developed. Therefore we are pushing the note 
out to October 2011, or to 21 months beyond the valuation date.  
 
Valuation 
Assuming this loan is still performing, note is rated BB, 
which indicates a discount rate of 20%.  The value of the 
note using a rate of 1.667 percent interest per month with 
the balance paid when due on 10/10/11, its estimated fair 
market value is $622,126, which is $89 per $100 of face 
value of the note.  
 
This loan is current as of December 31, 2009. 
 
 
P0097    
The property is located in Georgetown, TX and Traverse City, MI. The loan is a Cross-collateralized 
loan secured by two separate developments, one in Georgetown Texas and one in Traverse City, 
Michigan. The Texas property consists of 1100 acres with municipal utility district (MUD) included. 
Property has entitlements for approx. 3,000-4,000 lots. The Traverse City, Michigan development 

P0090 Balance Payment Disc. PV Rate n 
31-Dec-09 $5,600,000 $0 $0  42.00% 0 

30-Jun-11 $5,600,000 $5,600,000 $3,014,822   18 
   $0.54    

P0096 $700,000  NPV @ 20% n=21.33 
Payment Stream $130,172 n = 21 
 Per $ face $0.19  

Payoff amount $491,954 
n = 

21.33 
 Per $ face $0.70  
Total Amount $622,126  
 Per $ face $0.89  
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(LochenHeath) is an upscale residential golf community along Lake Michigan. There are 200 single 
family lots.   The loan amount is $91,725,000 which was 45.86% of the then appraised value of the 
property which was $200 million. The loan is due 12/14/10.  The loan amount as of December 1, 
2009, was $90,648,242 which is 89.93% of the current estimated value of the property which is 
$108.0 million reflecting a markdown of 46% in estimated value. 
 
As of August 28, 2009, there is an agreement that will have the home owner’s association take over 
the management and maintenance of the golf course in Traverse MI.  As of September 18, 2009, 
Kelly has visited the Traverse City property and participated in a settlement conference regarding 
priority of mechanics liens on the property. The golf course has been maintained and is surrounded by 
multimillion dollar homes.  As of 10/30/2009, the maintenance of the golf course is now in question.  
On October 27, 2009, the judge ruled in favor of RE Loans on the mechanics liens priority, and the 
result of his decision leaves RE Loans in first position. 
 
Valuation upon Default 
If the property is in default on interest, then it 
is rated below CCC.  This is a very large 
property, and will require some time for 
marketing.  It is unlikely the loan the large 
will be repaid on time.  In my opinion, the 
note may require 24 to liquidate.  If the note is 
paid on time without interest in the interim, it 
is worth $46,347,000 which is $51 per $100 of face value.  If the note is paid another year beyond the 
due date, it is worth $26,273,000, which is $29 per $100 of face value of the note.  The average 
between these two scenarios is approximately $36,310,000 or $0.40 per $1 of face value. 
 
P0099   
The property is located in Sandpoint, ID, and consists of the Idaho Club golf community on Lake 
Pend Oreille. Insurance proceeds collected from destruction of clubhouse will be applied to principal 
payoff of loan. The status is that RE Loans is waiting for balance of insurance proceeds which will 
payoff the loan.  
 
The original amount of the loan was 
$5,291,105 which was approximately 10% of 
the then appraised value of the property which 
was $50,000,000.00 plus.  The loan is due 
3/16/11.  As of December 1, 2009, the amount 
of the loan was $278,147.65 which is only a fraction of the value of the property estimated to be 
worth $40 million. 
 
The loan was scheduled at the beginning of 2009, when the clubhouse burned down. The insurance 
proceeds will go toward paying off our loan.  As of 8/21/2009, the owner was obtaining a new loan to 
pay off our current loan.  As of 9/16/2009, the insurance check arrived, and most of the loan paid off. 
The proceeds were applied to the Wells Fargo line of credit. 
 

P0097 Balance Payment Disc. PV Disc. Rate 
14-Dec-11 $90,648,242 $90,648,242  $46,347,100 42.00% 
   $0.51 24 
14-Dec-12 $90,648,242 $90,648,242  $26,272,826 42.00% 
   $0.29 36 

 Average  $36,309,963  
   $0.40  

P0099 Balance Payment Disc. PV Disc. Rate 
1-Jan-10 $278,148 $0  $0 42.0% 

31-Dec-11 $278,148 $278,148  $121,817 24 

   $0.44  
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Valuation in Default 
If the note is in default either on principal or interest, the rating drops to below CCC, and the discount 
rate increases to 42%.  If it looks as though the balance of the note might be paid within 2 years if at 
all. This is 24 months beyond the valuation date; the value is $121,817 which is only $44 per $100 of 
face value. 
 
Q0015   
The property is located in Scottsdale, AZ and consists of a Golf course community development. 
Clubhouse parcel and Phase II parcel with rights of up to 180 residential lots. Golf course completed. 
Phase I sold except for 23 lots.  The status is that the Developer insolvent and is seeking equity 
partner. (Third party bank has loan on golf course and 23 remaining lots with a principal balance of 
over 43 million.) As of 12/1/2009, the foreclosure process has begun. The bank is foreclosing on its 
portion of the property. 
 
The original loan amount was $10,025,000 which was 50.13% of the appraised value of the property 
of $20 million at the time of the loan.  The loan is due 3/17/10.  As of December 1, 2009, the loan 
amount was still $10,025,000 which is 40.1% of the property value now estimated to be $20 million,  
The golf course is completed.  
 
Valuation in Default 
Since the note is in default on the 
interest, it is rated below CCC and 
discounted at 42%.  It is unlikely that 
the loan will be paid on the due date.  
If we assume it will be paid within 24 months beyond the valuation date, then the value is $4,390,620 
which is only $44 per $100 of face value. 
 
Q0016   
Property consist of 114 Lots, Vacant Land, Quincy, WA It is 25 acres with 28 completed home sites 
with 5 additional homes nearing completion; entitled for 71 single family lots. There is $415,148 of 
remaining interest reserve.   The original loan amount was $6,289,277 which was 47.27% of the then 
appraised value of the property of $13,305,000.  The loan is due 12/23/12.  As of December 1, 2009, 
the loan amount was $5,804,003 which is 93.6% of the property value now estimated to be worth $6.2 
million.   
 
Valuation in Default 
The note is rated below CCC since it 
is in default on the interest.  If the 
loan is paid at the end of three years, 
which is 36 months beyond the 
valuation date, then the estimated fair market value is $1,682,000, which is $29 per $100 of face value 
of the note.  
 
Q0017   
The borrower is R.E. LOANS, LLC (QUEENSMITH).  The property address is two parcels, Lot 9, 
Rocky Creek Ranch, Monterey, CA, and consists of 42.5 acre improved lot overlooking Bixby Bridge 
near Big Sur. This property is a REO. The status is that RE Loans LLC is negotiating sale.   The 

Q0015 Balance Payment Disc. PV Rate  n 
31-Dec-09 $10,025,000 $0  $0 42.0% 
31-Dec-11 $10,025,000 $10,025,000  $4,390,520 24 

   $0.44  

Q0016 Balance Payment Disc. PV Rate  n 
31-Dec-09 $5,804,003 $0  $0 42.000% 

31-Dec-12 $5,804,003 $5,804,003  $1,682,190 36 
   $0.29  
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original loan amount was $1.0 million which is 50% of the then appraised value of the property which 
was $2.0 million.  The loan is due 2/16/11.  As of December 1, 2009, the amount of the loan was $1.0 
million and is 66.66% of the current estimated value of the property which is $1.5 million, reflecting a 
markdown of 25%. 
 
This loan is currently $1,000,000 secured by 45 acres.  This loan will eventually be paid in full.  The 
property is a famous archway bridge overlook.  RE Loans has the lot.  It will definitely sell but not 
until the market comes back.  
 
Valuation in Default 
The note is in default and is rated 
below CCC.  If the note is paid at the 
end of two years or 24 months 
beyond the valuation date, the 
estimated fair market value of the 
note is $438,000 rounded which is $44 per $100 of face value of the note.  
 
Q0018   
The borrower is R.E. LOANS, LLC (QUEENSMITH). The property address is Lot 10, Rocky Creek 
Ranch, Monterey, CA, and consists of 75.9 acre improved lot. This property is a REO. The status is 
that RE Loans LLC is negotiating sale.   The original and current loan amount was $1.3 million which 
was 50% of the original appraised value of the property of $2.6 million.  The loan is due 2/16/11.  The 
property is now estimated to be worth $2 million, which reflects a loan to value ratio of 65%.   This 
property is now owned by RE Loans LLC.  This note is also secured by a 75 acre parcel with the same 
famous archway bridge overlook.  I am not sure which lot will sell first, but both will sell, and with 
luck, within two years.  The property is listed with a Carmel broker. 
 
Valuation in Default 
The note is in default and is rated 
below CCC.  If the note is paid at the 
end of two years or 24 months 
beyond the valuation date, the 
estimated fair market value of the note is $569,344 which is $44 per $100 of face value of the note.  
 
R0122   
 
The property is vacant land, 
Hesperia, CA, and consists of 9,368 
acres entitled for 15,540 residential 
units and 87 commercial acres. 
Remaining interest reserve is 
$15,410,181.  The original loan 
amount was $80 million which was 42% of the then appraised value of the property which was $200 
million.  The Loan is due 11/09/11.  As of December 1, 2009, the amount of the loan was 
$55,241,524, which is 27.62% of the current estimated property value which is still $200,000,000.  T 
 

Q0017 Balance Payment Disc. PV Rate  n 
31-Dec-09 $1,000,000 $0  $0 42.000% 
31-Dec-11 $1,000,000 $1,000,000  $437,957 24 

   $0.44  

Q0018 Balance Payment Disc. PV Rate  n 

31-Dec-09 $1,300,000 $0  $0 42.000% 
31-Dec-11 $1,300,000 $1,300,000  $569,344 24 

   $0.44  

R0122 Balance Payment Disc. PV Rate  n 
31-Dec-09 $55,241,524  $0 42.000% 

30-Jun-13 $55,241,524 $55,241,524  $19,681,362 30 
  Sum $19,681,362  
   $0.36  
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Valuation in Default 
The loan is in default on interest and is therefore rated below CCC, and discounted at 42% 
compounded monthly.  Since the land is still vacant, there is some doubt that the note will be paid on 
time.  But since it is 2½ years beyond the valuation date, it is valued as if it will be paid on time in 
full, with no intervening interest. 
 
The estimated fair market value of the note is therefore $19,681,362, or $19,681,000 rounded, which 
is $36 per $100 of face value of the note. 
 
S0210    
The 9039 Sunset Blvd, Hollywood, CA which consists of a "Key Club" night club on Sunset Blvd.  
The amount of the loan is $1,706 which was nominal in terms of the then appraised value of the 
property which was $ 3,000,000. The loan is due 06/07/04.  As of December 1, 2009, the loan amount 
was  $1,706 which was 0.17% of the current appraised value of the property which is $1.0 million. 
The property has been marked down by 66.66%. 
 
Valuation 
This loan is so small, that it appears unlikely that it is not paying.  Since it was due 6/7/04, but never 
was paid off, the indication is that it is still performing, and that it has not been called. The note is 
rated BB and therefore priced to yield 20.0%. 
 
The interest is only $17 per month on the unpaid balance.  I am assuming is interest only and will pay 
indefinitely.  It should pay off within 6 months, since it is two thirds paid since the appraisal in May. 
In our opinion this loan is worth par at $1,706.   
 
S0238LLC   
The borrower is R.E. RENO, LLC. The property address is 100 Mill Street, Reno, NV, and consists of 
the Siena Hotel Spa & Casino (218 rooms); 23000 sf casino; spa. The status is that RE Loans LLC 
anticipates interest payments to be brought current within next 6 weeks.  
 
The original loan amount was $21,409,300 which was 28.55% of the then appraised value of the 
property of $75,000,000. The loan is due 08/01/12.  As of December 1, 2009, the loan amount was 
still $21,409,300 for RE Loans LLC, but the total loan amount is $50,000,000.  The total loan amount 
is 100% of the current appraised value of the property of $50,000,000, and which has been down 
marked down by 33.3%. 
 
As of October 15, 2009, RE Loans was in the process of receiving a deed in lieu of foreclosure on this 
property which avoids the cost of foreclosure and gives ownership of the property to the fund.  As of 
11/6/09, an independent advisor has been retained to give RE Loans an analysis on how to proceed.  
 
Valuation in Default 
Since the loan is still in default on 
interest, it is rated below CCC and 
therefore priced to yield 42% 
compounded monthly.  There is some 
likelihood that the loan may pay on 

S0238LLC Balance Payment Disc. PV Rate  n 
31-Dec-09 $21,409,300   42.000% 
31-Dec-12 $21,409,300 $21,409,300  $6,205,116 36 

   $0.29  
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time, which is 3 years and beyond the valuation date.  If it does pay within that time, the estimated 
fair market value of the note is $6,205,000, which is $29 per $100 of face value. 
 
T0064  
The property address is 1342 Hampton Place, Livermore, CA, and consists of a single family 
residence.  The loan amount was $125,000 which was 25% of the then appraised value of the property 
of $500,000.  The loan is due 5/03/96.   As of December 1, 2009, the current loan value is still 
$125,000 and is 25% of the current estimated value of the property which is $500,000. 
 
This loan is well beyond the due date, and is 
still paying 1% per month, although due 13 
years past the due date. The tacit compliance 
of RE Loans LLC suggests it is satisfied with 
holding the note. Therefore, since the note is 
current, it is rated BB, and carries a discount 
rate of 20.0%.   
 
For valuation purposes, it is assumed that the loan will be paid when the property is sold.  A seven 
year investment horizon seems reasonable for the 20% yield to maturity. If a seven year investment 
horizon is used the note has an estimated fair market value of $88,723, which is $71 per $100 of face 
value.   
 
 
T0464   
The property address is 2718 SANTA ROSA, LLC County of Santa Rosa, FL, and consists of a 2,718 
acre golf community development entitled for 3500 residential units; (density may be increased up to 
8,000-10,000 units). There are 260 acres of commercial (160 acres of which is adjacent land). The 
status is that the golf course 50% completed. Community Development District approved allowing 
development to raise up to 30 million dollars in bond monies for Phase I (588 lots) infrastructure.  
This loan is now a REO. 
 
The loan amount is $23,500,000 which was 47.00% of the then appraised value of the property of 
$50,000,000.  The loan is due 8/24/10.  The current loan amount is $23.5 million which is 29.38% of 
the current estimated value of the property which is $80 million. The property has been marked up as 
improvements and infrastructure have been added. 
 
The Community Development District has been approved allowing developer to raise up to $30 
million in bond monies for Phase I (588) lots infrastructure.  The golf course is completed. 
 
Valuation 
 This loan is non-performing with respect to 
interest and the original due date has been 
extended by 14 months.  The loan was rated 
CCC and therefore is priced to yield 42%.  
The appraiser is not optimistic that the loan 
will be paid on time, but no adjustment is made at this point. The time to maturity is therefore 24 
months from the valuation date.  

T0064 $125,000  NPV @ 20% n=84 
Payment Stream  $57,541  
 Per $ face  $0.46  
Payoff amount  $31,182  
 Per $ face  $0.25  
Total Amount  $88,723  
 Per $ face  $0.71  

T0464 Balance Payment Disc. PV Rate n 
31-Dec-09 $23,500,000 $0 42.00% 
31-Dec-11 $23,500,000 $23,500,000 $10,291,993 24 

 $0.44  
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The estimated fair market value of the loan as of December 31, 2009, is $10,292,000 rounded which 
is $44 per $100 of face value of the note.   
  
T0466   
The property address is 2718 SANTA ROSA, LLC County of Santa Rosa, FL *Refer to T0464 in the 
preceding paragraph. An additional loan for $23,572,000 was made which was 23.57% of the 
estimated value of the property which was $100,000,000.  The loan is due 02/10/10, As of December 
1, 2009, the loan amount is currently $23,439,240 which is 29.3% of the current appraised value of 
the property which is $80 million.  The property has been marked down 20%. It is now a REO. 
 
The two loans together of T0464 and T0466 have an combined LTV ratio of 59% of the estimated 
value of the property.  There may be a potential buyer for both properties, but it may take some time. 
 
Valuation in Default 
 This loan is similar in value to the loan 
above, and again rated CCC, and priced to 
yield 42%.  This loan went into default 2/1/09 
and has been extended for another year. But 
this is only one month from the valuation and seems too optimistic for such a large property. Again it 
is not expected to pay off 24 months after the valuation date, in light of the fact that it is such a large 
project.   
 
The estimated fair market value of the note, as of December 31, 2009 is $10,265,382, which is $44 
per $100 of face value of the note.  
 
T0467 
REO. Property is owned by R.E. LOANS, LLC (3XS, LLC). The address is 4600 Mountain Home 
Ranch Rd, Calistoga, CA It consists of a two-story residence, restaurant, 7 cabins on 10+ acres. REO. 
Judgment in favor of RE Loans rendered May 5, 2009 in unlawful detainer action.  Foreclosure is 
complete and the tenants have been evicted.  It is listed for sale.  As of October 2, 2009, there was an 
offer being considered. 
 
The appraised value at the time of the loan was $ 3,500,000 and the loan amount was $ 2,200,000, 
which was 62.86%.  The loan is due 05/19/10.  The current loan amount is $ 2,200,000 which is the 
approximate value of the property.  
 
Valuation in Default 
It is unlikely that the property will sell to get 
the loan paid off on schedule.  The property 
may sell within another year.  The note is 
rated below CCC, and price to yield 42%.  On 
the assumption that the property pays off and the loan is paid in full 18 months beyond the valuation 
date, then the estimated fair market value of the property is approximately $1,184,395 which is $54 
per $100 of face value of the note. 
 

T0466 Balance Payment Disc. PV Rate n 
31-Dec-09 $23,439,240  $0 42.00%
31-Dec-12 $23,439,240 $23,439,240 $10,265,382 24

   $0.44  

T0467 Balance Payment Disc. PV Rate n 
31-Dec-09 $2,200,000 $0  $0 42.00% 
31-Dec-11 $2,200,000 $2,200,000  $1,184,395 18 

   $0.54  
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V0146A  
The property is in Henderson, NV consisting of 3 Buildings, 110 units. There is a 10 Acre Parcel 
included in collateral. The development is about 70% completed. (The developer has the right to build 
30 additional units). 
 
The status is that foreclosure is delayed pending resolution of mechanics liens with Title Company.  
Listing loan for sale with third party brokerage firm. But without the completion of the foreclosure, 
RE Loans cannot obtain title.  
The original loan amount was $39,750,000 which was 56.79% of the then appraised value of the 
property which was $70,000,000. The loan is due 1/27/11.  The current loam amount is $37,510,943 
which is 96.18% of the $39,000,000 estimated value of the property as of December 1, 2009. 
 
AS of August 28, 2009, the development was approximately 70% completed and there are rights to 
build another 19 units.  The loan is listed with a third party brokerage firm, and is being marketed for 
a sale at a discount. Foreclosure is nearly completed. 
 
Valuation 
 This loan is in default, and was not a REO at 
the time.  It is therefore rated below CCC, 
and discounted at 42%.  The best assumption 
is that the principal will be repaid within 12 
months of the due date.  In this circumstance with a 24 month payoff horizon, the fair market value of 
the note is estimated to be $18,841,000 which is $44 per $100 of value.  
 
 
V0149    
The property is 754 Acres/Vacant Land, Vaught Tract, SC.  It consists of 754 acres vacant land 
(freeway access completed). The Developer is close to refinancing – which is expected to close in 
April – May 2009. If refinancing fails to close, the 2nd lien holder has indicated that he will protect 
RE Loans LLC position.   Also, RE Loans has made an offer to settle for $12.2 million with accrued 
interest.  As of August 2009, the developer is still several months from foreclosure.  The state has 
expressed some interest in keeping the property as open space, for which they will pay fair market 
value. But nothing can be done without the foreclosure. 
 
 
The original loan amount was $10,200,000 
which was 55.74% of the then appraised 
value of the property of $18,300,000.  The 
loan is due 12/06/11.  The current loan 
amount is still $10,200,000 which is 68.00% 
of the property value estimated to be $15,000,000.  The property has been marked down by 18%.  
 
As of August 21, 2009, the owner of the second trust deed is negotiating a sale of the property to pay 
off RE Loans. 
 

V0146A Balance Payment Disc. PV Rate n 
31-Dec-09 $37,510,943 $0  42.00%
31-Dec-11 $37,510,943 $37,510,943 $16,428,185 24 

   $0.44   

V0149 Balance Payment Disc. PV Rate n 

31-Dec-09 $10,200,000 $0 $0 42.00%
1-Jul-11 $10,200,000 $10,200,000 $5,434,903 18.3 

   $0.53  
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Valuation on Note Protected by 2nd Lien Holder 
The foreclosure and default of the developer gives the note a CCC rating.  The protection on the note 
by the 2nd lien holder gives some assurance, but so far the note remains in default.  The interest by the 
state indicates that the note could very well be paid off on time or earlier.  But the state’s ability to 
affect the deal is not assured.  The note is priced to pay off on time and to yield 42% for its rating. 
 
The estimated fair market value is the sum of the interest payment stream discounted to present value 
(which is zero)  and the present value of the principal payoff amount in 18.33 months beyond the 
valuation date.  This amount is $5,434,9033, or $53 per $100 of face value of the note. 
 
W0435   
The property is in Paso Robles, CA, and consists of various lots (Jack's Ranch, Naciamento, Carlton 
Hotel, Santa Ysabel Ranch). The status is that the loan is in default due to developer insolvency. RE 
Loans LLC is negotiating with third party prospective purchasers.  
 
The original loan amount was $16,548,743 which was 27.13% of the then appraised value of the 
property of $61,000,000.  The loan is due 09/07/09.  As of December 1, 2009, the current loan value 
is $16,548,743 which is abaove of the current property value estimated to be $15,000,000.  The 
property has been marked down by 75%. 
 
Valuation in Default 
 The note is rated below CCC due to the 
default.  The property is being negotiated for 
sale in this tough market, indicating that the 
property may not be sold for several years.  It 
is therefore valued as though the note was paid off in 24 months beyond the valuation date which is 
28 months beyond the due date.  On this premise the estimated fair market value of the note was 
$7,247,640, which is $44 per $100 of face value of the note.  
 
W0437   
The property is in Portola, CA, and consists of 400 acres incorporated into the city of Portola. It is 
entitled for 1000 units. Infrastructure currently is being placed. There is a remaining interest reserve 
of $456,824.   
 
The original loan amount was $18,000,000 which was 55.38% of the then appraised value of the 
property of $32,500,000. The loan is due 9/22/10.  The current loan amount is $9,195,980 which is 
54% of the estimated value of the property of $17,000,000.  The property value has been marked 
down by 48%. 
 
Valuation in Default 
The loan was in default on payments as of the 
valuation date, although there was a remaining 
interest reserve which would last about five 
months which takes the loan up to the due 
date.  Therefore, the note is rated below CCC and priced to yield 42%.  It is further assumed that the 
loan will not be paid off on time, but rather at least 24 months beyond the due date.  The note is 

W0435 Balance Payment Disc. PV Rate n 
31-Dec-09 $16,548,743 0 42.00%
31-Dec-11 $16,548,743 $16,548,743 $7,247,640 24

   0.43795713 

W0437 Balance Payment Disc. PV Rate n 
31-Dec-09 $9,195,180   42.00% 
31-Dec-11 $9,195,180 $9,195,180  $4,027,095 24 
   $0.44   



Appendix 1, page 25 
Attachment to Valuation of RE Loans Notes, as of 12/31/2009;  

Authored by Mary Ann Lerch, CFA, ASA, MCBA, BVAL 

valued by discounting the note back from December 31, 2011.  The estimated fair market value of the 
note is $4,027,095 which is $44 per $100 of net face value.   
 
W0439   
The property is the same property as W0435 in Paso Robles, CA *Refer to W0435 for collateral 
information and value.  
 
The loan amount was $ 6,500,000, which was 23.44% of the then appraised value of the property 
which was $27,733,000 for this section.  The loan is due 9/23/10.  As of December 1, 2009, the loan 
amount was still $6,500,000 which is 26% of the estimated current value of the property of $25 
million.  The real estate has been marked down by 9.9%. 
 
Valuation in Default 
This loan is valued the same as the W0435.  It 
is again rated below CCC and priced to yield 
42%.  The appraiser is using the same 
assumptions of payment at the end of 24 
months from the valuation date.  Under these assumptions, the estimated fair market value of the note 
is approximately $2,847,000, which is $44 per $100 of face value of the note.  
 
Z0014    
The borrower is R.E. LOANS, LLC (UNITED HOUSING).  The property is located on Kimberly 
Road, Atlanta, GA and consists of 3 parcels totaling 80.5 acres. This property is a REO. Currently 
listed for sale at $10,800,000.  
 
The original amount of the loan was $5.4 million.  The appraised value of the property at the time of 
the loan was not presented.  The loan is due 2/8/10.  As of June 2, 2009, the value of the loan was 
$5.4 million and the is 67.5% of the estimated value of the property of $8.0 million.  
 
Valuation in Default 
 In default on the interest, the note is rated 
CCC and is priced to yield 42%.  The loan 
will at some point be paid in full when the 
property is sold. It is unlikely that it will sold 
and repaid by the due date. Therefore the appraiser is pushing the loan out by another 23 months to 
12/31/2011.  This is 24 months beyond the valuation date.  The estimated fair market value of the note 
is approximately $2,365,000 which is $44 per $100 of face value. 
 
Summary Valuations 
In summary, the value of the notes in the portfolio are approximately 37% of their book or face value.  
This multiplier was ascertained from a regression analysis between the market values estimated above 
and the face values of the notes.  This relationship is graphically illustrated in Figure 1: 
 

W0439 Balance Payment Disc. PV Rate n 
31-Dec-09 $6,500,000  $0 42.00% 
31-Dec-11 $6,500,000 $6,500,000  $2,846,721 24 
   0.44  

Z0014  Balance Payment Disc. PV Rate  n 
31-Dec-09 $5,400,000 $0  $0 42% 

31-Dec-11 $5,400,000 $5,400,000  $2,364,969 24 
   $0.44  
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Market Value v. Book value of Loans

y = 0.3706x + 404032
R2 = 0.9629
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Note the strength of the relationship define by R and R2.  The R2 which describes the percent of the 
variance in market value explained by the variance in face value is 96%.  The percentage movement 
in market value explained by the movement in face value is defined as R, the coefficient of 
correlation; and it is a very healthy 98%. And this is the Adjusted R which is adjusted for the degrees 
of freedom or number of data points in the sample.  
 
The slope of that line defines the relationship between market value and book value, which here is 
0.3706 times face value or 37.06% of face value, which is 37% rounded. 
 
Nevertheless, it is one indication of value, in that the net asset value of RE Loans is $37 per $100 of 
book value.   
 
This is an indication of the net assets of RE Loans LLC. But the security being appraised is a debt 
security payable to noteholders rather than equity holders. The securities at issue are the notes of RE 
Loans LLC to its noteholders. And are appraised separately. 
 
Nevertheless, it is one indication of value, in that the net asset value of RE Loans is $37 per dollar of 
book value.   
 
 
The End
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END OF VALUATION 
 
Valuation of Notes of RE Loans LLC 
For purposes of required minimum 
distribution (MRD) valuation, we 
need to value the notes of RE Loans 
LLC, which are held by the investors. 
This requires assumptions about the 
likelihood of the 8% coupon payment 
being made and the actual timely 
redemption of the notes.  When we 
valued the note earlier this year, we 
assumed that the interest would be 
paid in a timely basis, and then 
assumed it would be accrued and 
paid at the redemption of the notes.  
 
The most reasonable scenario 
assumes that no interest will be paid 
between October 2009 and October 
2010, at which point the interest will 
resume in October or by November 
1, 2011. It must be remembered, that this fund cannot pay the noteholders until the bank loan is 
retired.  The appraiser thinks that this will be by the last quarter of next year, 2011.  At this point, the 
appraiser thinks that coupon payments will resume, and that when the notes are redeemed in May 
2013, the interest arrearage will also be paid.  Under this scenario, the value of the notes are $34 per  
$100 of value. This is a reasonable if optimistic scenario. 
 
Another scenario is to project that the notes will be redeemed after the bank is paid off, and sufficient 
real estate is sold to begin to retire the notes at the end of two years, without the interest arrearages 
being paid.  It is still going to take approximately 36 to 41 months to accomplish it. Therefore, the 
value of the fund is $24,403.14, which is the value of the principal payment in month 41.  This is $24 
per $100 of face value.  
 
Finally the third scenario is that all the 
principal and all the interest is paid when 
the fund redeems in July 2013.  This 
scenario indicates a total value of $32 per 
$100 of face value. 
 
I do not know whether all the interest 
arrearages will be paid or not. It depends upon what funds are available after the somewhat forced 
liquidation of assets to satisfy Wells Fargo Bank. All of the values are above $30 per $100 of face, 
except for the scenario with no interest arrearages paid. The principal only returned to the noteholders 
indicates a present value of $24 per share, which is the lower limit of value. 
 

RE Loans LLC Balance Payment Disc. PV Rate   n 
31-Jan-01 $100,000    42.0% 
28-Feb-10 $100,000   $0.00  2 
31-May-10 $100,000   $0.00  5 
1-Aug-10 $100,000   $0.00  8 
1-Nov-10 $100,000   $0.00  11 
1-Feb-11 $100,000   $0.00  14 
1-May-11 $100,000   $0.00  17 
1-Aug-11 $100,000   $0.00  20 
1-Nov-11 $100,000  $2,000  $906.57  23 
1-Feb-12 $100,000  $2,000  $817.68  26 
1-May-12 $100,000  $2,000  $737.50  29 
1-Aug-12 $100,000  $2,000  $665.18  32 
1-Nov-12 $100,000  $2,000  $599.95  35 
1-Feb-13 $100,000  $2,000  $541.12  38 
1-May-13 $100,000  $20,000  $4,880.63  41 
1-May-13 $58,606  $100,000  $24,403.14  41 

Value  Interest Paym’ts   $9,148.63  $0.09  
Principal Payment   $24,403.14  $0.24  
Sum of Payments     $33,551.76  $0.34  

RE Loans LLC Balance Payment Disc. PV Rate   n 
31-Dec-09 $100,000    42.0% 
1-May-13 $100,000  $100,000  $24,403.14  41 
1-May-13 $100,000  $32,000  $7,809.00  41 

Sum of Interest Pmts  $7,809.00  $0.08  
Principal Payment   $24,403.14  $0.24  
Sum of Payments     $32,212.14  $0.32  
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In my opinion, the value of the fund is $30 per $100 of face value, with a range of $24 to $36 per 
$100 of face value as of December 31, 2009. 
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