STATE OF CALIFORNIA
BUSINESS, TRANSPORTATION AND HOUSING AGENCY

DEPARTMENT OF CORPORATIONS

File No. 506-3005
PERMIT AND ORDER WITHHOLDING EXEMPTION

THIS PERMIT IS PERMISSIVE ONLY AND DOES NOT CONSTITUTE
A RECOMMENDATION OR ENDORSEMENT OF THE SECURITIES
PERMITTED TO BE ISSUED

Issuer: BaySierra Financial, Inc.

is hereby qualified to offer, sell and issue the securities described in its application filed on
December 14, 2009, and any amendments and supplements thereto to the date hereof, to the
persons described in said application, for the considerations, uses and purposes, and in the
manner set forth in said application. This qualification is effective for 12 months from the date
hereof.

The exemption from the provisions of section 25130 of the Corporations Code provided by

~ section 25104(h) of said Code is withheld with respect to the Fractional Interests in Promissory
Notes Secured by Deeds of Trust Encumbering California Real Estate of the above-named
applicant qualified by the qualification this date, and all outstanding securities of the same class.

This Permit and Order are issued upon the following condition:

(a) RESTRICTION ON TRANSFER. The sale or transfer of the securities authorized by
this permit is restricted by and subject to the provisions of section 260.141.11 of the
commissioner's rules. The issuer of such securities shall cause a copy of section 260.141.11 to be
delivered to each issuee or transferee of such securities. That all certificates evidencing any of
said securities, whether upon initial issuance or upon any transfer thereof, shall bear upon their
face a legend, prominently stamped or printed thereon and in capital letters of not less than ten-
point type, reading as follows:

"IT IS UNLAWFUL TO CONSUMMATE A SALE OR TRANSFER OF THIS
SECURITY, OR ANY INTEREST THEREIN, OR TO RECEIVE ANY
CONSIDERATION THEREFOR, WITHOUT THE PRIOR WRITTEN CONSENT OF
THE CALIFORNIA COMMISSIONER OF CORPORATIONS OF THE STATE OF
CALIFORNIA, EXCEPT AS PERMITTED IN THE COMMISSIONER'S RULES."

Dated: San Francisco, California

o JAN 72010 Preston DuFauchard
. @ﬁv California Corporations Commissioner

By &&Fﬁ&
W. Anthony Colbgrt

Senior CorporatiJns Counsel




OFFERING CIRCULAR FOR CALIFORNIA
RESIDENTS ONLY

FRACTIONAL LOAN INTERESTS
Offered by:

BAYSIERRA FINANCIAL, INC.
1410 Neotomas Avenue, Suite 106
Santa Rosa, California 95405
(707) 544-5696

Minimum Investment: $25,000
January 7, 2010

BaySierra Financial, Inc. (“BaySierra”) is a California corporation that is licensed as a
real estate broker in the State of California. BaySierra has arranged to make or purchase a loan
(the “Loan”) to a third party borrower (“Borrower”), which Loan will be evidenced by a
promissory note (the “Secured Note™) that is secured by a deed of trust (a “Deed of Trust”)
encumbering developed or undeveloped real property located within the State of California (the
“Security Property”). BaySierra is now offering to qualified California residents direct
undivided fractional interests in the Loan (“Fractional Interests”) on the terms and conditions
outlined in this Offering Circular. Persons or entities purchasing Fractional Interests are referred
to herein as “Investors” or “Lenders.” BaySierra or its affiliates may also purchase Fractional
Interests and, to the extent they purchase Fractional Interests, BaySierra or such affiliates is are
also referred to herein as a “Lenders.”

The body of this Offering Circular contains only a general description of the terms,
conditions, risks and other important factors associated with Fractional Interest investments. All
information specific to the Loan being offered hereby is set forth in the Lender/Purchaser
Disclosure Statement attached as Exhibit A to this Offering Circular (the “Loan Disclosure
Statement”). The Loan Disclosure Statement contains detailed information regarding the Loan
amount, the identity of the Borrower, details regarding the Security Property and any risks,
disclosures or other considerations specific to the Loan being offered hereby.

THE PURCHASE OF FRACTIONAL INTERESTS INVOLVES SIGNIFICANT RISKS ARE
DESCRIBED GENERALLY IN THE “RISK FACTORS” SECTION BEGINNING AT PAGE 4
HEREOF. ADDITIONAL RISKS SPECIFIC TO THE PARTICULAR LOAN BEING
OFFERED HEREBY (IF ANY) ARE SET FORTH IN THE LOAN DISCLOSURE
STATEMENT. INVESTORS SHOULD CAREFULLY READ AND UNDERSTAND ALL
SUCH RISKS PRIOR TO INVESTING.

THE FRACTIONAL INTERESTS OFFERED HEREUNDER WILL NOT BE INSURED OR
GUARANTEED BY BAYSIERRA OR ANY  GOVERNMENT  AGENCY,
INSTRUMENTALITY OR ENTITY. INVESTORS SHOULD NOT INVEST ANY FUNDS IN
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THIS OFFERING UNLESS THEY CAN AFFORD TO LOSE THEIR ENTIRE
INVESTMENT.

Fractional Interests are non-assessable securities; however, if the Borrower defaults under
the Loan, expenses may be payable by the Investors to protect the value of their investment. The
failure of an Investor to pay his, her or its pro rata share of any such expenses may result in the
subordination of such Investor’s distribution rights to those investors that pay such expenses and
may increase such Investors’ risk of loss. (See “LOAN SERVICING - Loan Expenses” and
“RISK FACTORS - Risks Related to Ownership of Fractional Interests.”).

The Fractional Interests are not immediately liquid, because they are not redeemable and
are not traded over any exchange or other established market and there is no secondary market
for the resale of the Fractional Interests. Investors should not purchase Fractional Interests
unless they intend to hold the interest for the full term of the Secured Note. See “RISK
FACTORS?” for a detailed description of these and other risks.

THESE SECURITIES ARE BEING OFFERED AND SOLD ONLY TO RESIDENTS OF THE
STATE OF CALIFORNIA PURSUANT TO A PERMIT GRANTED BY THE CALIFORNIA
COMMISSIONER OF CORPORATIONS. THE COMMISSIONER OF CORPORATIONS
DOES NOT RECOMMEND OR ENDORSE THE PURCHASE OF THESE SECURITIES,
NOR HAS THE COMMISSIONER PASSED UPON THE ACCURACY OF THE
INFORMATION SET FORTH HEREIN.

SUBSTANTIAL FEES WILL BE PAID TO BAYSIERRA, WHICH ARE SUBJECT TO
CERTAIN CONFLICTS OF INTEREST. (SEE “RISK FACTORS,” “COMPENSATION TO
BAYSIERRA” AND “CONFLICTS OF INTEREST.”) PROSPECTIVE PURCHASERS OF
FRACTIONAL INTERESTS SHOULD READ THIS OFFERING CIRCULAR IN ITS
ENTIRETY.

THE SALE OF FRACTIONAL INTERESTS COVERED BY THIS OFFERING CIRCULAR
HAS NOT BEEN REGISTERED WITH THE U.S. SECURITIES AND EXCHANGE
COMMISSION UNDER THE SECURITIES ACT OF 1933, AS AMENDED (THE “ACT”), IN
RELIANCE UPON THE EXEMPTIONS FROM SUCH REGISTRATION REQUIREMENTS
PROVIDED FOR UNDER SECTION 3(a)(11) RELATING TO INTRASTATE OFFERINGS.
ACCORDINGLY, THESE INTERESTS ARE BEING OFFERED SOLELY TO CERTAIN
SELECTED RESIDENTS OF THE STATE OF CALIFORNIA, AND THIS DOES NOT
CONSTITUTE AN OFFER TO SELL INTERESTS OR A SOLICITATION OF ANY OFFER
TO BUY INTERESTS WITH RESPECT TO ANY OTHER PERSON. FURTHERMORE, FOR
A PERIOD OF NINE MONTHS FROM THE TERMINATION OF THIS OFFERING, NO
INTERESTS MAY BE SOLD, OFFERED FOR SALE, PLEDGED, HYPOTHECATED OR
OTHERWISE TRANSFERRED EXCEPT TO RESIDENTS OF THE STATE OF
CALIFORNIA.
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THIS OFFERING CIRCULAR DOES NOT CONSTITUTE AN OFFER TO SELL OR A
SOLICITATION OF AN OFFER TO BUY IN ANY STATE OTHER THAN THE STATE OF
CALIFORNIA OR WITH RESPECT TO ANY PERSON WHO IS NOT A BONA FIDE
RESIDENT OF CALIFORNIA, NOR DOES IT CONSTITUTE AN OFFER TO SELL OR A
SOLICITATION OF AN OFFER TO BUY WITH RESPECT TO ANY PERSON EXCEPT
THOSE PARTICULAR PERSONS WHO SATISFY THE SUITABILITY STANDARDS
DESCRIBED HEREIN. (SEE “INVESTOR SUITABILITY STANDARDS.”)

THERE IS NO MARKET FOR FRACTIONAL INTERESTS AND NONE IS EXPECTED TO
DEVELOP IN THE FUTURE. FRACTIONAL INTERESTS ARE NOT REDEEMABLE AND
ARE ALSO SUBJECT TO SUBSTANTIAL RESTRICTIONS ON TRANSFER, AND
THEREFORE SHOULD BE PURCHASED ONLY BY INVESTORS WHO HAVE NO NEED
FOR LIQUIDITY IN THEIR INVESTMENT.

NO PERSON HAS BEEN AUTHORIZED IN CONNECTION WITH THIS OFFERING TO
GIVE ANY INFORMATION OR TO MAKE ANY REPRESENTATIONS OTHER THAN
THOSE CONTAINED IN THIS OFFERING CIRCULAR, AND ANY SUCH INFORMATION
OR REPRESENTATIONS SHOULD NOT BE RELIED UPON. ANY PROSPECTIVE
PURCHASER OF FRACTIONAL INTERESTS WHO RECEIVES ANY SUCH
INFORMATION OR REPRESENTATIONS SHOULD CONTACT BAYSIERRA
IMMEDIATELY TO CHECK ITS ACCURACY. NEITHER THE DELIVERY OF THIS
OFFERING CIRCULAR NOR ANY SALES HEREUNDER SHALL UNDER ANY
CIRCUMSTANCES CREATE AN IMPLICATION THAT THERE HAS BEEN NO CHANGE
IN THE AFFAIRS OF BAYSIERRA SINCE THE DATE HEREOF.

PROSPECTIVE PURCHASERS SHOULD NOT REGARD THE CONTENTS OF THIS
OFFERING CIRCULAR OR ANY OTHER COMMUNICATION AS A SUBSTITUTE FOR
CAREFUL AND INDEPENDENT TAX ADVICE AND FINANCIAL PLANNING. LEGAL
COUNSEL FOR BAYSIERRA DOES NOT REPRESENT THE INTERESTS OF
PURCHASERS OF FRACTIONAL INTERESTS WITH RESPECT TO THAT INVESTMENT
DECISION. EACH POTENTIAL INVESTOR IS ENCOURAGED TO CONSULT WITH HIS
OR HER OWN INDEPENDENT LEGAL COUNSEL, ACCOUNTANT AND/OR OTHER
PROFESSIONAL ADVISORS WITH RESPECT TO THE LEGAL AND TAX ASPECTS OF
THIS INVESTMENT AND WITH SPECIFIC REFERENCE TO HIS OR HER OWN TAX
SITUATION, PRIOR TO SUBSCRIBING FOR FRACTIONAL INTERESTS.
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SUMMARY OF THE OFFERING

The following information is a brief summary of, and is qualified in its entirety by, the
information contained elsewhere in this Offering Circular. This Offering Circular, together with
the exhibits attached, should be read in their entirety before any investment decision is made.

Terms of the Offering

Fractional Interests are offered only to bona fide residents of the State of California. The
minimum investment is $25,000; however, BaySierra may, in BaySierra’s sole discretion,
increase or decrease the minimum investment required from each Investor on a loan-by-loan
basis. Each Investor must meet certain minimum standards of income and/or net worth as
described in the “INVESTOR SUITABILITY STANDARDS” section.

Fractional Interests

Fractional Interests represent an undivided fractional interest in the Secured Note and a
concurrent undivided fractional interest in the Deed of Trust. See the Loan Disclosure Statement
for a description of the terms of the Loan, the Borrower and the nature of the security for the
Loan. All Investors that purchase Fractional Interests together with BaySierra will hold the
Secured Note and the Deed of Trust pursuant to the Loan Servicing and Equity Interest
Agreement attached to this Offering Circular as Exhibit B (the “Loan Servicing Agreement”)
and as otherwise provided at law. Fractional Interests are non-assessable securities; however, in
an event of a default by the Borrower under the terms of the Loan documents Investors may be
required to invest additional amounts to protect their initial investment. (See “LOAN
SERVICING - Loan Expenses and Investor Subordination Provisions.”)

Lending Standards and Policies

The amount of the Loan in which Fractional Interests are offered is set forth in the Loan
Disclosure Statement. The Loan will be evidenced by the Secured Note. The amount of the
Loan will not exceed a certain percentage of the appraised value of the property securing the
Loan. (See “DESCRIPTION OF LOANS AND LOAN CRITERIA - Loan-To-Value Ratio;
Appraisal Requirement.”) The Loan will provide that Lenders will receive interest payments
monthly and repayment of principal when the Secured Note matures. The Secured Note may be
payable earlier if the property securing the Secured Note is sold or if the Borrower refinances the
Loan. (See “RISK FACTORS” — Risks Related to Private Lending.)

Loan Servicing

BaysSierra will service the Loan pursuant to the terms of the Loan Servicing Agreement
attached hereto as Exhibit B. BaySierra will collect and disburse to the Investors on a monthly
basis interest payments made by the Borrower under the Loan, less a loan servicing fee, as
provided for in the Loan Servicing Agreement. (See “COMPENSATION TO BAYSIERRA.”)
If necessary, BaySierra will enforce the terms of the Secured Note and the Deed of Trust on
behalf of all Lenders including taking all actions with respect to foreclosure sales, workout
agreements and transfer management and sale of the Security Property. (See “LOAN
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SERVICING.”) Any Loan Expenses required to enforce the Loan or otherwise protect the
Lenders’ interest in the Loan or the Security Property are the obligation of the Lenders and not
BaySierra. The failure of a Lender to pay his, her or its pro rata share of any such expenses will
result in the subordination of such Lender’s distribution rights to the rights of the paying Lenders
to the return of all loan expenses paid plus interest at 8% per annum thereon. (See “LOAN
SERVICING - Loan Expenses and Investors Subordination Provisions.”)

Investors will have only those rights expressly set forth in the Loan Servicing Agreement.
If Investor approval is required under the terms of the Loan Servicing Agreement, BaySierra is
authorized to take any action approved by Lenders holding more than 50% of the outstanding
Fractional Interests held by all Lenders on the Loan (a “Lender Majority”). (See “RISK
FACTORS - Risks Related to the Ownership of Fractional Interests.”)

Loan Servicer and Compensation

BaySierra has extensive experience in the private lending industry (see “Broker and
Servicer”). BaySierra will receive substantial compensation in connection with the funding and
servicing of each Loan and may receive certain fees or other compensation for enforcing the
Loan documents and/or managing and selling the Security Property on the Investors’ behalf.
(See “COMPENSATION TO BAYSIERRA.”)

No Liguidity

The Fractional Interests are subject to substantial restrictions on transferability and no
established market exists for the trading of Fractional Interests. Investors should not purchase
Fractional Interests unless they intend to hold them for the full term of the Secured Note.

TERMS OF THE OFFERING

The minimum investment is $25,000, however, BaySierra may, in BaySierra’s sole
discretion, increase or decrease the minimum investment required from each Investor on a Loan-
by-Loan basis. Each Investor must meet certain investor suitability standards. (See
“INVESTOR SUITABILITY STANDARDS.”) The Fractional Interests sold in this Offering
Circular are subject to certain restrictions on resale and transfer. (See “RISK FACTORS - Risks
Related to Ownership of Fractional Interests.”)

Subscription Procedures

Prospective Investors can subscribe to purchase Fractional Interests by completing and
returning to BaySierra the Subscription Agreement, the Loan Disclosure Statement and the Loan
Servicing Agreement that accompany this Offering Circular, together with a check in the amount
of the desired investment for deposit in BaySierra’s trust account(s). BaySierra reserves the right
to reject subscriptions if a prospective Investor has not fully completed and signed these
documents or if BaySierra determines that the prospective Investor does not meet the investor
qualifications described in the “INVESTOR SUITABILITY STANDARDS” section or for any
other reason.
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BaySierra will promptly deposit all subscription checks into non-interest-bearing trust
accounts established with a federally insured bank or savings and loan upon its receipt of such
checks. There may be some lapse of time between when BaySierra accepts subscriptions and
when the Loan “closes,” i.e., when it is actually funded to the Borrower. No interest will be paid
to Investors with respect to the period prior to the Loan closing.

This offering is only for, and BaySierra will only accept subscriptions up to, an amount
equal to the stated principal amount of the Loan. When BaySierra has received subscriptions
that collectively equal the stated principal amount of the Loan, BaySierra will reject all
subsequently received subscriptions and will promptly return the accompanying subscription
checks.

Pre-Loan Closing

BaySierra has entered into an Agreement to Procure a Lender and Borrower Escrow
Instructions (“Procurement Agreement”) with the Borrower which requires Borrower to satisfy
certain conditions before BaySierra is obligated to fund the Loan to the Borrower. If the Loan
does not close, all subscription funds will be returned to Investors, without interest.

By executing and delivering the documents described above and delivering a subscription
check to BaySierra, a prospective Investor unconditionally and irrevocably agrees to purchase
the Fractional Interests if and when the Loan closes or, if the Loan has already closed prior to an
Investor’s purchase, when BaySierra delivers to the Investor assignments of the Secured Note
and Deed of Trust or a Fractional Interest therein. (See “LOAN FUNDING.”) Subscriptions are
non-cancelable and irrevocable and subscription funds are non-refundable unless the Loan fails
to close or except as provided for by BaySierra.

Restrictions on Transfer

As a condition to this offering, restrictions have been placed upon the ability of Investors
to resell or otherwise dispose of any Fractional Interests purchased hereunder, including without
limitation the following:

1. No Investor may resell or otherwise transfer any Fractional Interest except to a
person or entity that meets the eligibility standards described below. (See “INVESTOR
SUITABILITY STANDARDS.”)

2. Fractional Interests may not be sold or transferred without the prior written
consent of the California Commissioner of Corporations, except as permitted in Section
260.141.11 of the Rules of the California Corporations Commissioner. (See

“COMMISSIONER’S RULE 260.141.11.”)

3. Fractional Interests have not been registered with the Securities and Exchange
Commission under the Securities Act of 1933, as amended (the “Act”), in reliance upon the
exemptions provided for under Section 3(a)(11) and Rule 147 thereunder. Fractional Interests
may not be sold or otherwise transferred without registration under the Act or pursuant to an
exemption therefrom. In addition, no sales or transfers may be made to non-California residents
for at least nine (9) months after the last sale by BaySierra of a Fractional Interest in that Loan.

67510004/400151v4 3



4, No sale or transfer shall be effective unless the buyer or transferee has executed
and delivered to BaySierra a Loan Disclosure Statement, a Loan Servicing Agreement and a
Subscription Agreement in the form attached hereto as Exhibits A, B and C, respectively.

A legend will be placed upon all instruments or certificates evidencing ownership of
Fractional Interests stating that the Fractional Interests have not been registered under the Act
and setting forth the applicable limitations on resale.

INVESTOR SUITABILITY STANDARDS

To purchase a Fractional Interest, a prospective Investor must meet certain eligibility and
suitability standards, some of which are set forth below, and must execute and deliver the
documents described in the “TERMS OF THE OFFERING - Subscription Procedures” section
above. By executing the Subscription Agreement and the Loan Servicing Agreement, an
investor makes certain representations and warranties, upon which BaySierra will rely in
accepting subscriptions. Read the Subscription Agreement, Loan Servicing Agreement, and the
Loan Disclosure Statement carefully before investing. Each prospective Investor must be a
bona fide resident of the State of California, or if the investor is a trust, corporation or other
entity, the principal office and place of business of such trust, corporation or other entity must be
located in California. In addition:

1. Each Investor must have either (a) annual income of at least $65,000 and a
net worth (exclusive of home, furnishings and automobiles) of at least $250,000; or (b) a net
worth (exclusive of home, furnishings and automobiles) of at least $500,000; and

2. The amount of each Investor’s investment in a Fractional Interest offered
hereby must not exceed 10% of such Investor’s net worth (exclusive of home, furnishings and
automobiles).

If the Investor is an ERISA Plan (such as a pension or profit sharing plan, Individual
Retirement Account, or 401(k) plan), the foregoing requirements must be met by either the
ERISA Plan itself or, if the investment is being made on behalf of a plan participant who has the
power to direct the investment on his or her behalf, by the plan participant for whose account the
investment is being made.

If the investor is a fiduciary account other than an ERISA Plan (such as a family trust or a
custodial account for the benefit of a minor), the foregoing suitability standards may be met by
any of the following: (i) by the fiduciary account itself; (ii) by the trustee or custodian if that
person is the donor of the funds for investment; or (iii) by the donor of the funds for investment
if the only beneficiaries of the fiduciary account are the donor’s ancestors, descendants or
spouse.

RISK FACTORS
ANY INVESTMENT IN FRACTIONAL INTERESTS INVOLVES A SIGNIFICANT

DEGREE OF RISK AND IS SUITABLE ONLY FOR INVESTORS WHO HAVE NO NEED
FOR LIQUIDITY IN THEIR INVESTMENTS. WHEN ANALYZING THIS OFFERING,
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PROSPECTIVE INVESTORS SHOULD CAREFULLY CONSIDER THE FOLLOWING
RISKS AND ANY ADDITIONAL RISKS THAT MAY BE SET FORTH IN THE LOAN
DISCLOSURE STATEMENT. SUCH RISKS REPRESENT ONLY SOME OF THE RISKS
INVOLVED IN CONNECTION WITH AN INVESTMENT IN FRACTIONAL INTERESTS.
MOREOVER, CHANGES IN CIRCUMSTANCES WITH RESPECT TO THE BORROWER,
THE SECURITY PROPERTY OR THE GENERAL ECONOMIC CLIMATE MAY
EXACERBATE EXISTING RISKS OR CREATE NEW RISKS FOLLOWING THE DATE OF
THIS OFFERING CIRCULAR.

Risks Related To Private Lending

Investors are subject to the general risks associated with loan defaults and foreclosures.

An investment in a Fractional Interest represents a loan from the Investors to the
Borrower, which loan is secured by real property and the improvements thereto, or by
undeveloped land. Accordingly, the Investor assumes the risk of default by the Borrower. In the
event of a default by the Borrower, the Security Property will be the primary protection for the
Investor’s investment. The Loan may be an interest-only or partially amortizing loan that
provides for relatively small monthly payments of interest only or interest and some portion of
principal, with a large “balloon” payment of principal due at the end of the term. Most
borrowers are unable to repay the principal amount of such loans out of their own funds and
therefore must sell or refinance the Security Property at loan maturity. A downturn in the real
estate market, fluctuations in interest rates, and the unavailability of mortgage funds could
adversely affect the ability of borrowers to pay off or refinance their loans at maturity. If the
Security Property consists of undeveloped land, it may be more difficult for the Borrower to sell
or refinance the Loan than if the real property security were improved real estate because
undeveloped land is generally viewed as being a riskier and more speculative form of investment
or real property security than is improved real estate.

There are a number of factors that could adversely affect the value of the Security
Property, including, among other things, the following:

1) BaySierra will rely on appraisals to determine the fair market value of the
Security Property used to secure the Loan. (See “DESCRIPTION OF LOANS AND LOAN
CRITERIA - Loan-to-Value Ratio; Appraisal Requirement.”) No assurance can be given that
such appraisals will, in any or all cases, be accurate. Moreover, since appraisals fix the value of
real property at a given point in time, subsequent events could adversely affect the value of
Security Property used to secure a loan. Such subsequent events may include, but are not limited
to, changes in general or local economic conditions, neighborhood values, interest rates, or
applicable zoning laws.

@) If the Borrower defaults, the investors may be forced to purchase the Security
Property at a foreclosure sale by credit bidding some or all of the outstanding debt. The ability
of the Investors to recoup their investment will then depend primarily on their ability to operate
the Security Property on a profitable basis and/or to refinance or sell the real Security Property in
an amount sufficient to fully repay the Investors’ initial investment, together with interest that is
owing thereon after the full payment of all foreclosure costs and any other costs incurred
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enforcing the Loan and refinancing or selling the Security Property. Moreover, any Lenders that
fail to pay their pro-rata share of loan expenses will have their repayment rights subordinated to
the other Lenders’ right to repayment of any loan expenses paid plus a priority return of 8%
thereon. (See “LOAN SERVICING - Loan Expenses and Investor Subordination Provisions.”)
Such subordination may further affect the ability of the subordinated Lenders to receive the
return of their investment from the Security Property proceeds and may result in lower returns or
greater losses for the subordinated Lenders.

3) California’s anti-deficiency laws or one-action rule may preclude the Investors
from recovering any deficiency from the Borrower if the Security Property proves insufficient to
repay amounts owing to the Investors.

4 BaySierra may hold back a portion of Loan proceeds at the closing of the Loan
and designate such funds as an interest reserve for the purpose of funding all or a portion of the
monthly payments to the Lenders under the Secured Note. (See “LOAN FUNDING.”)
Following the application of the interest reserve, the Borrower may be required to begin making
payments to the Lenders and may be unable or unwilling to do so.

Loan defaults and reserves for potential Loan defaults may effect payments to Investors.

Monthly payments of interest to Investors are dependent upon the Borrower meeting its
obligations under the Secured Note. If the Borrower defaults on its payment obligations,
monthly payments to the Investors will immediately cease. Moreover, if BaySierra has reason to
believe that the Borrower will default under the Loan either because of a default in any payment
due under the Secured Note or for any other reason, BaySierra may withhold from Lenders up to
three months’ interest to defray the expected costs resulting from the expected default and to
enforce the Lenders’ rights to payment under the Loan documents. In either circumstance,
Lenders would not receive the amount of unpaid or reserved interest unless and until the
Borrower paid such amounts or proceeds were otherwise collected from the Security Property
through sale or otherwise sufficient to recover the costs of foreclosure and the unpaid interest.
Consequently, Investors should not invest if the cessation of monthly payments payable under
the Loan would cause them undue hardship.

Fractional Interests are subject to increased risks related to high-yield mortgage loans.

BaySierra does not intend to offer Fractional Interests in the type of loans that resulted in
the “sub-prime mortgage” collapse in 2007-2008 because its loans will not have such high loan-
to-value ratios. BaySierra may, however, offer Fractional Interests in loans to borrowers that are
less creditworthy than those who can satisfy institutional lenders’ credit requirements or who
cannot satisfy institutional lenders’ income documentation requirements, which are reasons
BaySierra can charge much higher interest rates on its loans. (See “LENDING STANDARDS
AND POLICIES.”)

Loans made and arranged by BaySierra are underwritten on an asset basis rather than a
credit basis. While BaySierra may take certain steps to determine a borrower’s ability to repay
the loan according to its terms, such considerations are subordinate to a determination that a
borrower has sufficient equity in the Security Property to satisfy the maximum loan-to-value
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ratios described in this Offering Circular. Consequently, the diminution of the value of the
Security Property upon foreclosure will result in a loss to the lenders on a loan only to the extent
that such diminution exceeds the Borrower’s equity in such property.

Nonetheless, asset based loans often involve higher risks than conventional loans, some
of which include: (i) an increased risk of the non-availability of credit for a borrower to
refinance the loan at maturity; (ii) an increased risk of foreclosures in the area surrounding the
Security Property negatively affecting the value of the Security Property; (iii) increased
constraints on credit affecting the ability of borrowers to sell property; and (iv) increased risk of
an abandonment of property by a borrower due to other financial problems or general market
decline. The occurrence of any of these events for the Borrower could lead to a default on the
Loan, causing losses and extra costs payable by Lenders which may lead to lower returns or
greater losses for Investors.

The real estate market is experiencing declines in property values and reduced credit
availability.

BaySierra and its lending activities are located primarily in Northern California. During
the present real estate market decline, the most dramatic and well-publicized declines in property
values (and the largest loan losses) have occurred in the single-family residential sector with
some regions including parts of Northern California experiencing declines of over 50% caused
by, among other factors, an extreme influx of foreclosures and distressed real estate sales. Other
property categories also are experiencing declines in value and a dramatic slow-down in sales,
and any loan offered pursuant to the terms hereof are subject to the risk of loan losses resulting
from declines in property values, generally. If the market value of the Security Property declines
significantly or declines below the Loan amount, the Borrower may have difficulty paying or
refinancing the Loan or selling the Security Property, causing losses to the Investors.

Moreover, the recent tightening of credit standards and general unavailability of credit
nationally has significantly affected the ability of borrowers to refinance loans and the ability of
potential purchasers to finance the purchases of real property. If the decreased availability of
credit continues, the Borrower may have difficulty paying or refinancing the Loan or selling the
Security Property despite the Security Property having adequate value which may cause losses to
the Investors.

The Borrower may be less creditworthy, which may increase the risk of a Loan default.

BaySierra will evaluate the creditworthiness of the Borrower based on a review of
financial information provided by the Borrower, and by making other inquiries (e.g., running a
credit check) but, as stated above, may lend money to borrowers that are either unable or
unwilling to obtain financing from traditional sources, such as commercial banks. Loans to such
individuals or entities may entail a higher risk of delinquency and loss. Moreover, this financial
information and these inquiries will be given and made as of a particular point in time. The
financial condition and/or credit status of the Borrower could change subsequent to when this
financial information and these inquiries are given and made.
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Lenders’ rights may be affected by the bankruptcy and equitable rights of the Borrower.

The recovery of sums advanced by the Investors in making the Loans and protecting their
interest in the Security Property may also be delayed or impaired by the operation of the federal
bankruptcy laws or by irregularities in the manner in which the Loan was made or in which the
rights of the Investors under the loan documents are enforced. A foreclosure sale may be
delayed by the filing of a petition in bankruptcy, which automatically stays any actions to
enforce the terms of the Loan. The length of this delay and the costs associated therewith may
have an adverse impact on the Investors’ ability to recoup some or all of their investment.

Lenders must rely on information provided by others which may prove inaccurate or
incomplete.

The success of a Loan will depend, among other things, on an accurate assessment of the
creditworthiness of the Borrower and the underlying value of the Security Property. While
BaySierra will make an investigation regarding the Security Property and the Borrower, it will
rely to some extent on third parties such as credit agencies, appraisers, and the Borrower itself to
provide the information upon which BaySierra will base its decision to make the Loan and offer
Fractional Interests in the Loan to prospective Investors. There is no guarantee that this
information will be accurate. Individual prospective Investors may request and will be given an
opportunity to review any information obtained by BaySierra with respect to the Loan, the
Borrower or the Security Property, in order to assess for themselves the reliability of that
information.

Lenders may be subject to the risks related to the ownership of the Security Property.

If the Borrower defaults on the Loan and the Investors foreclose or otherwise take title to
the Security Property, the Investors will bear the economic and other risks borne by an owner of
real property. These risks include, but are not limited to, the financial risks involved in leasing,
operating and selling the real property, the risks for environmental clean-up costs and related
environmental liabilities described below and the risk of liability for uninsured casualties on the
real property.

The Investors can lessen their potential liability for environmental clean-up costs,
uninsured casualties and other liabilities relating to the ownership of the Security Property by
taking back title to the Security Property through a Transfer Entity of which the Investors would
be the limited partners or members. (See “LOAN SERVICING - Foreclosure and Transfer of
Security.”)

Lenders may be subject to the additional risks associated with undeveloped land.

The Security Property may consist of undeveloped land. For a number of reasons,
undeveloped land is generally considered a riskier and more speculative form of security for a
loan than is improved real estate. For example, before improvements can be constructed on
undeveloped land the owner of the land may need to secure entitlements (e.g., zoning approvals,
variances, and architectural approvals), undergo review of and obtain clearance on
environmental impact issues (including issues concerning traffic, open space, school or transit
impact, endangered species, wetlands, noise and air quality), obtain building permits, secure
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access and connections to necessary utilities, obtain construction financing, undertake and
complete construction, and find buyers or tenants once the undeveloped land has been improved.
Many of these risks are no longer at issue with respect to improved real estate. Moreover, it is
likely that undeveloped land will not generate any income that can be used to pay the interest
and/or principal owing under the Loan or real property taxes assessed against the undeveloped
land. Accordingly, the Borrower must have other sources of income in order to make these
payments.

Even if the owner of undeveloped land intends to hold the undeveloped land for
investment, rather than developing the land itself, any prospective purchaser of the undeveloped
land will take these risks into account when it sets the purchase price. Additionally, it can take
up to several years or more to market and sell undeveloped land. Due to this potentially
protracted time frame, it may be difficult for the owner of undeveloped land to sell the
undeveloped land in time to pay off the Loan at maturity. Finally, most lenders are more
reluctant to lend against undeveloped land than against improved real estate due to the risks and
other matters described above. Due to these considerations, it may be more difficult for the
Borrower to sell or refinance the Security Property in order to repay the Loan.

In acknowledgment of these increased risks, BaySierra will not make a loan secured by
undeveloped land that exceeds fifty percent (50%) of the fair market value of the undeveloped
land (as compared to a 75% loan-to-value ratio for improved real estate). (See “LENDING
STANDARDS AND POLICIES.”) This more conservative underwriting does not, however,
eliminate the risks described above. It merely provides the Investors with a greater equity
cushion should the Borrower default under the Loan.

Lenders are subject to the risk of uninsured Losses.

As a condition to BaySierra arranging a loan for a borrower, BaySierra will require a
borrower to obtain and maintain fire insurance on the Security Property. However, there are
certain types of losses (generally those of a catastrophic nature, such as losses due to war,
terrorism, earthquakes, hurricanes, floods or mudslides) that are either uninsurable or not
economically insurable. Should any such disaster occur, Investors could suffer a loss of
principal and interest on the loan secured by the uninsured property. If the Security Property
consists of undeveloped land, BaySierra may not require the Borrower to carry fire insurance as
there would be no improvements to insure. BaySierra will not require the borrower to carry
liability insurance with respect to Security Property. If an accident should occur on the Security
Property (e.g., a “slip and fall”) or some other event should occur that would be covered under a
liability insurance policy, the borrower would be liable to pay any resulting claims. This could
impair the borrower’s ability to repay the loan.

Early Loan payoff will affect an Investor’s return on investment.

Interest rates are subject to fluctuation, and the cost and availability of funds may
increase and decrease from time to time. If a borrower is able to borrow funds at a lower interest
rate than the interest rate that it is obligated to pay under a loan arranged through this offering, it
may elect to refinance its loan. This would result in an Investor being repaid some or all of its
investment prior to the stated loan maturity. BaySierra’s loan documents typically allow a
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borrower to prepay its loan without prohibition or the payment of a prepayment premium. If a
borrower repaid its loan because interest rates were lower, then, due to the lower interest rate
environment, the Investor may have difficulty re-lending its funds at the same yield that it was
receiving from the prepaid loan.

Guaranties may be unenforceable by Lenders.

The obligations of the Borrower may be guaranteed by a guarantor. Current California
laws provide a number of protections for guarantors. Under certain circumstances, these
protections could serve to limit or exonerate the guarantor of its obligations under its guaranty.
Some of these protections are waivable, while others may not be waivable due to public policy
considerations. Even ostensible waivers of some of these protections may be held by a
California court to be unenforceable for a variety of reasons, such as the ostensible waivers being
deemed too vague. Also, a guarantor may in some circumstances be entitled to the protections of
the antideficiency and “one form of action” laws available to the Borrower.

Lenders run the risk of being responsible for environmental liabilities.

Under current federal and state law, the owner of real property contaminated with toxic
or hazardous substances (including a mortgage lender that has acquired title through foreclosure)
may be liable for all costs associated with any remedial action necessary to bring the property
into compliance with applicable environmental laws and regulations. This liability may arise
regardless of who caused the contamination or when it was caused. A lender’s best protection
against environmental risks is to thoroughly inspect and investigate the property before making
or investing in a loan. BaySierra will take certain precautions to avoid environmental issues and
will generally not make or invest in loans secured by properties known or suspected to have (or
to be likely to have) environmental problems unless BaySierra believes that such environmental
problems do not materially affect the value of the Security Property. Prior to making a loan,
however, BaySierra will generally not engage an environmental inspection firm to conduct a
review of the property. Therefore, there can be no assurance that BaySierra will always be able
to detect whether or not a property is contaminated prior to arranging a Loan.

The presence of hazardous waste can reduce the value of the Security Property and clean
up costs can reduce the Borrower’s ability to repay the Loan. Moreover, if , following the
closing of the Loan, BaySierra discovers environmental contamination on the Security Property,
the potential clean up costs may render it unprofitable to foreclose on or otherwise take title to
the Security Property following a default by the Borrower. While BaySierra may require
Borrowers to agree to hold Lenders harmless from any liability for such contamination, the
Borrower may lack the financial resources to perform under the indemnity. Since Lenders could
have personal liability to clean up hazardous waste on a Security Property to which they take title
in foreclosure or otherwise, BaySierra will recommend the Lenders take title to the Security
Property through a Transfer Entity rather than directly in order to limit the Lenders’ exposure to
such liabilities. (See “LOAN SERVICING - Foreclosure and Transfer of Security Property.”)
Even if BaySierra does not foreclose on a contaminated site, the mere existence of hazardous
substances on the property may depress the market value of the Security Property such that the
loan is no longer adequately secured increasing the risk of loss upon a Borrower default.
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Investors may be subject to limitations on recovering unpaid amounts through foreclosure.

The Secured Note will be secured by a Deed of Trust. Under the Deed of Trust, the
Borrower as trustor grants to the trustee the power to sell the property in the event of a default.
Foreclosure under a deed of trust is accomplished in most cases by a non-judicial trustee’s sale
under a power of sale provision in the deed of trust. In a non-judicial foreclosure, after a notice
period during which the Borrower has the right to reinstate the Loan by curing the default and
paying actual costs and statutorily limited attorney’s or trustee’s fees, the Property is sold.
Following the sale, the Borrower and any junior lienholder lose the right to redeem the Property.
If the Property does not sell for enough to pay off the Loan and recover the costs of the
foreclosure, the Lenders as beneficiaries of the Deed of Trust will have no right to recover any
deficiency absent an independent guarantee of the debt by a third party. On the other hand, if the
Lenders should elect to foreclose in a judicial foreclosure, they may have a right to recover from
the Borrower any deficiency between the amount recovered in the sale and the amount owing
under the Secured Note. However, a judicial foreclosure is subject to delays and may take
several years to complete. After the sale, the Borrower would still have a right to redeem the
Property for a period of one year if less than the entire debt is bid in (three months if the entire
amount is bid in).

Anti-deficiency legislation may limit investors’ recovery.

In addition to the statutory limitation on recovery of any deficiency in the amount owed
by a debtor if a beneficiary/lender under a deed of trust forecloses under a power of sale in a
non-judicial foreclosure as described above, California law also contains two other limitations
which could possibly apply to Lenders: Under the *“one form of action” rule, a
beneficiary/lender under a deed of trust must exhaust his security under the deed of trust by
foreclosure before bringing a personal action against the trustor on the promissory note. Under
another statutory provision, any deficiency judgment obtained by a beneficiary following a
judicial foreclosure sale is limited to the amount by which the outstanding debt exceeds the fair
market value of the property at the time of sale even if that value exceeds the highest bid
received at the time of the sale.

The Deed of Trust may be junior to other liens and subject to greater risks of loss.

The Loan may be secured by a junior deed of trust. In the event of foreclosure on a Loan
that is so secured, the debt secured by the senior deed of trust must be satisfied before any
proceeds from the sale of the property can be applied toward the Loan. Furthermore, to protect
its junior security interest, Investors may be required to make substantial cash outlays for such
items as loan payments to senior lienholders to prevent their foreclosure. Therefore, a Loan
secured by a junior deed of trust is subject to greater risk in the event of a decline in property
values than are Loans secured by first deeds of trust.

The presence of junior liens may increase risks of loss on a senior loan.

Even if the Deed of Trust is a first priority lien on the Security Property, there may be
junior liens that also encumber the Security Property and which secure the repayment of other
debts owing by the Borrower. The presence of junior liens on the Security Property may
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increase the risks to the Lenders in a variety of ways. First, the presence of junior liens on the
Security Property means that the Borrower has less equity in the Property. When a Borrower has
little equity in a Security Property, it may be less committed to developing or maintaining the
Security Property or servicing the debt on the Security Property since it has little money at risk.
Also, if the Borrower has to service the debt secured by the junior liens, then the revenue
generated from the Property may be used to service these debts, rather than being used to
maintain or enhance the value of the Property. Further, if a junior lienholder should go bankrupt,
the automatic stay would prevent a senior lienholder (which would include the Lenders under the
Deed of Trust) from foreclosing on its senior lien. Thus, the Lenders could be delayed from
enforcing its rights under the Deed of Trust due to the bankruptcy of a junior lienholder.

Investors may be subject to the risks associated with entitlements.

If the Borrower intends to subdivide the Security Property, it will need to comply with
applicable local, state and federal subdivision laws. If the Loan is to be made before the Security
Property is fully subdivided, then the Lenders will bear the risk that the Borrower is unable to
complete its subdivision. For example, the Borrower may have a tentative subdivision map
approved for the Security Property, with the issuance of a final subdivision map being
conditioned on the satisfaction of certain conditions. If the Borrower is unable to satisfy these
conditions, then the Borrower will be unable to subdivide the Security Property. The value of
the Property as a single legal parcel may be less than the value of the Security Property if the
subdivision had been completed.

Risks Related to BaySierra

Lenders must rely on BaySierra to service the Loan and, if applicable, manage the Security
Property and the Transfer Entity.

Unless and until a Lender Majority removes BaySierra, Lenders must rely on BaySierra
to service the Loan and, if the Investors should take title to the Security Property, to manage the
Security Property. While BaySierra believes it has adequate financial resources and personnel to
service the Loans, manage the Security Property and otherwise meet its obligations under the
Loan Servicing Agreement, it is possible that over the term of the Loan BaySierra’s resources
could deteriorate. If that were to occur or Investors desired to replace BaySierra, for any other
reason, obtaining the vote of the Lender Majority required to do so may be difficult and
expensive. The Investors could also find it difficult to find someone willing to replace BaySierra
as the loan servicer or property manager, and such new loan servicer or property manager would
likely require compensation in excess of that paid to BaySierra under the Loan Servicing
Agreement.

BaySierra is not required to devote its full time to loan servicing activities

BaySierra is not required to devote its full time to the fulfillment of its duties under the
Loan Servicing Agreement, but only such time as it determines is reasonably required.
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There are risks of government action if BaySierra does not comply with all applicable laws
and regulations.

While BaySierra will use its best efforts to comply with all local, state and federal
lending regulations applicable to arranging and servicing the Loan, there is the possibility of
governmental action to enforce any alleged violations of such lending laws which may result in
legal fees, damage awards or fines and penalties.

BaySierra is subject to conflicts of interest.

There are several areas in which the interests of BaySierra or its affiliates will conflict
with those of the Lenders, which should be carefully considered. (See “CONFLICTS OF
INTEREST.”)

Risks Related to the Ownership of Fractional Interests

Investors may be required to invest additional capital to protect the value of their initial
investment.

In the event the Borrower defaults under the Loan, Investors may be required to pay
various expenses incurred in order to enforce the Loan documents or otherwise protect the value
of the Security Property (See “LOAN SERVICING - Loan Expenses and Investor Subordination
Provisions.”) While the purpose of paying such expenses will be to collect the amount due under
the Loan or otherwise protect the value of the Investors interest in the Security Property, there is
no guaranty that such efforts will be successful and, by increasing the amount of capital invested
in the Loan, there is greater risk that the proceeds ultimately received will not be sufficient to pay
each Investor the full return of their invested principal plus all interest payable thereon.

The subordination of distribution rights applicable to Investors that fail to pay their pro rata
share of any Loan Expenses will increase such Investors’ risks of loss.

The failure of an Investor to pay his or her pro-rata share of Loan expenses is not a
default under the terms of the Loan Servicing Agreement; however, Investors that pay their share
of expenses will have the right to the return of their expenses paid, plus interest prior to any
further distributions to the non-paying Investors. (See “LOAN SERVICING - Loan Expenses
and Investor Subordination Provisions.”) Any subordination of an Investor’s right to receive
distributions of Loan proceeds will increase the amount of proceeds that must be received on the
Loan and/or from the Security Property before the subordinated Investor receives his or her
invested capital or any return thereon and will result in a greater risk of loss.

Lenders will be subject to the decisions of a Majority Interest

Lenders will hold their Fractional Interests as tenant-in-common with the other Lenders.
By executing the Loan Servicing Agreement each Lender is appointing BaySierra to service and
enforce the Loan on Lender’s behalf and is expressly waiving and relinquishing any individual
right to enforce the loan documents separately from the other Lenders and any rights to partition
following the transfer of the Property.
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Pursuant to the Loan Servicing Agreement, BaySierra is authorized to take certain actions
in connection with the loan documents and the enforcement thereof without Lender consent.
Any action that BaySierra is not expressly authorized to take unilaterally, however, must be
approved by a Lender Majority (i.e., Lenders holding more that fifty percent (50%) of the total
outstanding Fractional Interests) which Lender Majority may in certain circumstances include
the approvals of BaySierra or its affiliates to the extent they have purchased Fractional Interests
and have not resold such interests to new Lenders. (See “LOAN FUNDING” and “LOAN
SERVICING.”) Such decisions may include, without limitation: (i) approval of a loan
forbearance or loan extension exceeding 90 days; (ii) how, when or if to foreclose upon the
Security Property and the determination of how the Lenders shall take title to the Security
Property; (iii) the terms and conditions of any Transfer Entity created to hold the Security
Property; and (iv) approval of any sale of the Security Property to BaySierra or its affiliates or
any sale of the Security Property for an amount less than the Lenders’ entire outstanding
investment. (See “LOAN SERVICING - Investor Approval Rights.”)

Consequently, an Investor will not have the right to enforce his or her individual rights as
a secured party upon a Borrower default and may be subject to enforcement decisions that are
not in his or her best interest if the enforcement action conflicts with the decisions of the Lender
Majority.

A breach of the Loan Servicing Agreement by other Lenders may cause Investor losses.

Each non-approving Lender is required under the terms of the Loan Servicing Agreement
to take any action and to execute any documents required to implement any action approved by a
Lender Majority. Nonetheless, there is a risk that a Lender that does not approve of an action
approved by a Lender Majority may refuse to take the actions required by the Lender upon
demand. Such refusal may affect the ability of the other Lenders to adequately enforce the Loan
and/or may affect their ability to sell the Security Property or cause a diminution of its value
upon sale. Moreover, the failure of a Lender to take an action approved by a Lender Majority
may require the other Lenders to take legal action against the non-approving Lender to compel
the approved action which would result in increased costs payable prior to the return of the
Lenders’ investment. While the Lenders may also have a claim for damages and legal fees
incurred by the other Lenders by reason of the non-approving Lender’s failure to act in
accordance with the Loan Servicing Agreement, there is no guaranty such action would be
successful or would adequately reimburse the Lenders’ for the actual losses suffered.

Fractional Interests are not liquid investments.

There is no public market for the Fractional Interests and none is expected to develop in
the future. Even if a potential buyer could be found, the transferability of Fractional Interests
will be restricted by the provisions of the Securities Act of 1933, as amended, and the intrastate
exemption, Regulation D, Rule 147, Rule 504 and Rule 505 thereunder, and by the provisions of
the Loan Servicing and Tenancy in Common Agreement. Unless an exemption is available,
Fractional Interests may not be sold or transferred without registration under the Securities Act
of 1933, as amended, or pursuant to an exemption thereunder, and the prior written consent of
the California Commissioner of Corporations. Investors must be capable of bearing the
economic risks of this investment with the understanding that Fractional Interests may not be
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liquidated by resale or redemption. Investors should expect to hold Fractional Interests through
the scheduled maturity date of the Secured Note.

Investors are subject to the risks of litigation

BaySierra will act in good faith and use its reasonable judgment in selecting borrowers
and making and servicing the loans. However, the Investors are exposed to the risk of litigation
by a borrower for any allegations by the borrower (warranted or otherwise) regarding the terms
of the loans or the actions or representations of BaySierra in making, managing or foreclosing on
the loans. It is impossible for BaySierra to foresee what allegations may be brought by a specific
borrower, and BaySierra will use its best efforts to avoid litigation if, in BaySierra’s judgment,
the circumstances warrant an alternative resolution. If an allegation is brought and/or litigation
IS commenced against, the Investors may be named as defendants in any such litigation and
could incur legal fees and costs to respond to the allegations and to defend any resulting
litigation. Incurring such fees will adversely affect the ability of the Investors to receive the
return of their investment and the full return thereon and may result in Investor losses.

An investment in a single Loan lacks diversity.

There will be no diversification of risk for persons who become Investors in a loan
secured by a single Security Property. All of their funds will be loaned to one borrower and will
be secured by a single Security Property.

Fractional Interests are risky and speculative investments and if you cannot afford to lose
your entire investment, you shouldn’t invest.

Prospective investors should be aware that the Fractional Interests are risky and
speculative investments suitable only for investors of adequate financial means. If you cannot
afford to lose your entire investment, you should not invest in the Fractional Interests. If
BaySierra accepts an investment, you should not assume that the Fractional Interests are a
suitable and appropriate investment for you.

DESCRIPTION OF FRACTIONAL INTERESTS

Fractional Interests are part interests in the Secured Note, the Deed of Trust and all rights
under the related Loan documents (“Loan Documents”). When Fractional Interests are sold to
fund a specified loan and all of the conditions for the initial funding of that loan have been met,
the proceeds will be made payable to and deposited in a loan escrow account for disbursement to
the Borrower.

Lenders who have purchased Fractional Interests prior to the closing of the Loan (“Initial
Lenders”) will appear as the initial payees on the Secured Note, and as the initial beneficiaries
under the Deed of Trust. In the case of sales of Fractional Interests in an existing Loan after the
Loan has closed, BaySierra will assign in writing a proportionate part of its interests in the
Secured Note and Deed of Trust to Investors upon the purchase of Fractional Interests in a Loan,
and such Investors will thereupon become Lenders on that Loan. Those assignments will be
delivered to Lenders and caused to be recorded with the County Recorder in the county in which
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the underlying property securing the Secured Note is located within 10 business days after the
Lender’s funds are deposited in BaySierra’s trust account. The written assignments will
evidence the Fractional Interest of each Lender and the Lenders will become direct, legal owners
as tenants in common in the Secured Note and related Loan documents. BaySierra will continue
to act as loan servicing agent for all Lenders. (See “LOAN SERVICING.”)

All Lenders, including BaySierra to the extent that it acquires an interest in a Secured
Note, will be tenants in common and their rights as tenants in common will be governed by the
Loan Servicing Agreement. Under the Loan Servicing Agreement, each Lender that has
acquired a Fractional Interest will be entitled to receive his or her pro rata share of interest and
principal payments, after deduction of loan servicing fees and any costs incurred as a result of
any default, such as the costs to enforce the Loan, to foreclose on the Security Property, or to sue
under any guarantee. By executing the Loan Servicing Agreement, each Lender is authorizing
BaySierra, as servicer, to act at the direction of Lenders holding a majority interest of the
outstanding Fractional Interests. (See “LOAN SERVICING” and “RISK FACTORS - Risks
Related to Ownership of Interests.”)

LOAN FUNDING

When all of the conditions to the Loan have been satisfied or waived or will be satisfied
at the closing, BaySierra will close the Loan pursuant to escrow instructions submitted by
BaySierra which will contain numerous conditions to Loan closing, including without limitation
the following: (i) execution and delivery of a Secured Note and the Deed of Trust; (ii) a title
insurance company being prepared to issue, with respect to a new loan secured by a Deed of
Trust, a lender’s policy of title insurance that names BaySierra and any other Initial Investors, as
the insured thereunder and that insures the lien priority of the Deed of Trust, subject only to
exceptions approved by BaySierra; and (iii) the escrow company being prepared to record the
Deed of Trust in the county recorder’s office of the county where the Security Property is located
and deliver the other executed Loan documents to BaySierra on behalf of itself and any other
Initial Investors. If the conditions precedent to Loan funding are not satisfied by the Borrower,
then BaySierra shall promptly return the Investor funds to the Investors.

DESCRIPTIONS OF LOANS AND LOAN CRITERIA

BaySierra has applied the following standards and policies in underwriting the Loan,
except as otherwise indicated in the Loan Disclosure Statement attached hereto as Exhibit A,
which contains detailed information concerning the terms of the Loan, the Security Property and
the Borrower. The Loan Disclosure Statement contains the authoritative description of the Loan
offered hereby, and in the event of any conflict or inconsistency between this Offering Circular
and the Loan Disclosure Statement, the Loan Disclosure Statement shall be controlling.

Principal, Interest and Term of Loan

The total principal amount of the Loan, the interest rate payable by the Borrower and
term of the specific Loan offered hereby are set forth in the Loan Disclosure Statement attached
as Exhibit A hereto. The initial term of the Loan may be extended for six months by BaySierra
to the extent BaySierra believes such an extension is in the best interest of the Investors. Any
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Loan extension in excess of six months from the original maturity date or other Loan
modification must be approved by a Lender Majority. (See “LOAN SERVICING - Lender
Approval Rights.”)

Priority of Deed of Trust

Loans will be secured by primarily a first or second deed of trust on California real
property. In certain circumstances where, in the reasonable judgment of BaySierra, the Borrower
and/or property meet BaySierra’s underwriting standards, Loans may be secured by third deeds
of trust on California real property. If the Loan is secured by a first deed of trust, the deed of
trust will be senior to all other recorded monetary liens other than liens for taxes or the
assessments of special assessment districts to fund streets, utilities or other public improvements.
If the Loan is secured by a second deed of trust the obligations secured by the senior lien must
not be in default at the time of the Loan closing; however, Loan proceeds may be used to cure
defaults under the senior lien. The loan may also be secured by one or more additional deeds of
trust encumbering additional property owned by the Borrower or its affiliates if, in the
reasonable judgment of BaySierra, such cross-collateralization is necessary to meet the loan-to-
value ratios below.

Loan-to-Value Ratio; Appraisal Requirement

The total amount of the Loan (plus, if the Loan is secured by a second deed of trust, the
amount of any senior liens) will generally not exceed a certain percentage (the “loan-to-value
ratio”) of the of the value of the property securing the Loan, as set forth below:

Type of Property/Loan Maximum
Loan-to-Value Ratio

One to Four Unit Residential Properties 5%

Commercial Property (including multi-unit residential 75%

property, office buildings, industrial and warehouse facilities,
retail stores and small shopping centers)

Entitled or Improved Land (which has installed offsite 65%
improvements including drainage, curbs, gutters, sidewalks,
paved roads, and utilities as mandated by the political
subdivision having jurisdiction over the lot or parcel);
vineyards or other agricultural property

Raw Land 50%

Notwithstanding the foregoing, the loan-to-value ratio for a Loan may exceed the
foregoing percentages if, in BaySierra’s reasonable judgment, a higher loan amount is warranted
by the circumstances of the particular Loan, such as personal guaranties, prior loan history with
the particular borrower, market conditions, etc. In such cases, BaySierra will maintain a written
record of the reason(s) that a higher loan-to-value ratio was justified.

67510004/400151v4 17




The value of the Security Property will, in most cases, be based upon an appraisal
performed by an independent California certified appraiser; however, BaySierra may rely upon a
valuation done by an experienced real estate broker (which may include BaySierra) if, in
BaySierra’s judgment, the cost or time to obtain an independent certified appraisal is not
warranted under the circumstances. If the appraisal or valuation is dated more than 180 days
before the date the Loan closes, a supplemental appraiser’s letter or a broker’s opinion will be
obtained. The value of the Security Property, the method of valuation and the Loan’s loan-to-
value ratio are set forth in the Loan Disclosure Statement attached hereto as Exhibit A.

Although BaySierra may conduct a cursory physical inspection of the Property, due to the
costs involved, it will not obtain inspection reports from licensed civil engineers. Additionally,
BaySierra will conduct a cursory investigation to determine the existence of any toxic or
hazardous substances in, on or about the Property. However, due to the costs involved,
BaySierra will not engage the services of an engineer or environmental consultant to conduct a
third party environmental site assessment of the Property. (See “RISK FACTORS - Risks
Related to Private Lending.”)

Recourse to Borrower and/or Guarantor

The Borrower may be a sole proprietorship, corporation, limited liability entity,
partnership or other business entity that may have been formed for the purpose of developing the
property. The Secured Note will be recourse to the Borrower and may also be guaranteed by
persons related to the Borrower. The guarantor, if any, or the Borrower must be considered
creditworthy by BaySierra. BaySierra will make inquiries of sources which it believes are
reliable but BaySierra will not be liable in the event its inquiries are incomplete or the
information it obtains and relies upon is later determined to be inaccurate. Notwithstanding the
foregoing, the Borrower is unlikely to be able to repay the principal amount of the Loan from
sources other than the Property securing the Loan, and such Property is considered to be the
primary (and perhaps sole) source of repayment of the Loan.

Loans Secured by Unimproved Land; Required Zoning

Unimproved property securing the loan will have either finished lots or an approved
tentative subdivision map or, if there are not finished lots or a tentative subdivision map filed for
the property, then the property must be developable as intended by the Borrower under existing
zoning and general plans. To qualify for a loan there must be no proposed amendments to the
zoning or general plan pending before the applicable local agencies which would down-zone the

property.

Environmental Site Assessment

BaySierra may require the Borrower to provide an environmental site assessment by an
environmental specialist to determine the potential presence of hazardous substances and soil
and/or ground-water contamination only when in BaySierra’s judgment it is appropriate to do so
based upon disclosed past use of a property or adjoining property. The Borrower may also be
required to indemnify and hold Lenders harmless from any liability that may arise from the
presence of hazardous waste.
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Prepayment and Release Provisions

The Loan will permit prepayment without penalty. The Loan may also permit releases of
portions of the property from the Deed of Trust in any of the following circumstances: (a) on
prepayment of negotiated percentages of the Secured Note; (b) on prepayment of a negotiated
percentage of sales proceeds realized from the sale of that portion of the property released; (c) on
assignment of any purchase money note issued by the buyer of the released portion provided the
note is secured by a deed of trust on the land released; or (d) on the basis of assurances that the
sales proceeds will be used to improve the remaining property securing the Secured Note

Insurance Requirements

The Loan may be conditioned on the following insurance being in place:

1) A title insurance policy naming BaySierra and the Initial Investors as the
insured and loss payee and providing title insurance in an amount equal to the principal amount
of the Loan. Title insurance insures only the validity and priority of the lien of the Deed of
Trust, and does not insure against loss by reason of other causes, such as diminution in the value
of the Property, over-appraisals, Borrower’s defaults, etc.

@) Satisfactory fire insurance naming BaySierra as loss payee in an amount at
least equal to the replacement cost of the improvements on the Property, subject to commercially
reasonable deductibles. (See “RISK FACTORS.”)

LOAN SERVICING

BaySierra will be responsible for servicing the Loan on behalf of all of the Lenders in
accordance with the terms and conditions set forth in the Loan Servicing Agreement, which
agreement shall also govern the rights and obligations of the Lenders to the other Lenders in
connection with actions taken with respect to the Loan. By executing the Loan Servicing
Agreement, each Lender is appointing BaySierra as his, her or its agent to collect all payments
made by the Borrower under the Secured Note and to disburse such payments to the Lenders,
less the monthly servicing fee payable to BaySierra. (See “COMPENSATION TO
BAYSIERRA.”) In the event the Borrower defaults under the terms of the Loan Documents,
BaySierra will also act as each Lender’s agent in connection with enforcement of the Loan
Documents and protecting the Lenders’ interest in the Loan and the Security Property, including
taking all post-default actions required to foreclose upon the Security Property, to effect the
transfer of the Security Property to the Lenders or a Transfer Entity (see below) and thereafter
managing, selling or refinancing the Security Property on the Lenders’ behalf.

The following is a summary of the terms and conditions of the Loan Servicing
Agreement and is qualified in its entirety by the provisions set forth therein. Potential Investors
should read the Loan Servicing Agreement in its entirety prior to investing in Fractional
Interests.
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Secured Note Servicing

Following Loan closing, BaySierra will collect the monthly payments of principal,
interest and any other amounts owing by the Borrower under the Secured Note for deposit in a
non-interest bearing trust account established in BaySierra’s name, as agent for the Lenders (the
“Trust Account”). The Trust Account will be established with a federally insured bank or
savings and loan selected by BaySierra and shall be maintained in accordance California’s
Business and Professions Code and the California Code of Regulations and other rules and
regulations applicable to real estate brokers licensed by the California Department of Real Estate.

So long as the Borrower is not in payment default, BaySierra will, on a monthly basis and
within twenty-five (25) days of BaySierra’s receipt of such funds, disburse funds received from
the Borrower to the Lenders in proportion to their Fractional Interests, after deducting the
Servicing Fee payable to BaySierra pursuant to the Loan Servicing Agreement. (See
“COMPENSATION TO BAYSIERRA.”) Notwithstanding the foregoing, if BaySierra should
determine, in its reasonable judgment, that the Borrower may default in its payment or other
obligations under the Secured Note or the other Loan Documents and that costs may need to be
incurred to protect the value of the Security Property and/or to enforce the rights of the Investors
under the Loan documents, then BaySierra shall have the right to retain up to three months’
interest under the Secured Note in order to pay for such costs.

Loan Servicing Following Borrower Default.

Any event of default by Borrower under the Loan documents shall constitute an event of
default under all Fractional Interests held by all Lenders. Upon the discovery by BaySierra of
the occurrence of a monetary event of default under the Loan Documents or an event of default
which materially impairs or threatens the value of the Lenders’ security or the ability of
Borrower or any other party to perform its obligations under the Loan Documents (an “Event of
Default™), BaySierra shall promptly notify the Lenders of such Event of Default and will take
those actions required to foreclose on the Lenders’ security interest in the Security Property
including selecting a foreclosure agent, making demands, accepting reinstatements, seeking
relief from any stay of foreclosure proceedings, credit bidding on the Security Property at the
foreclosure sale and pursuing or defending any litigation which related to such foreclosure
proceedings or the Loan.

Notwithstanding the forgoing, BaySierra may negotiate and enter into a forbearance
agreement or loan extension with the Borrower to the extent it deems immediate foreclosure not
to be in the best interest of the Lenders and acceptable forbearance or extension terms can be
reached. In no event, however, will the term of such forbearance be more than 90 days or such
extension be more than six months without the written consent of a Lender Majority. Under the
terms of the Loan Servicing Agreement, BaySierra may also accept a deed in lieu of foreclosure
from the Borrower if doing so would cause the Lenders to incur no greater expense or liability
than if BaySierra completed a non-judicial foreclosure sale and may, at any time, file suit or
pursue any other legal remedies against any guarantors of the Loan if such action will not impair
the Lenders’ security interest in the Security Property.
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Judicial Foreclosure

If BaySierra reasonably believes that a judicial foreclosure action may be in the Lenders’
best interest, it may, without Lender consent, engage legal counsel or other advisors to assess the
costs and benefits of a judicial foreclosure and to present such assessment to the Lenders at a
meeting called by BaySierra (a “Judicial Foreclosure Meeting”). BaySierra shall only pursue a
judicial foreclosure action on behalf of the Lenders following the completion of a Judicial
Foreclosure Meeting and BaySierra’s receipt of written instructions approved by a Lender in
connection therewith.

Non-Judicial Foreclosure

If, following an Event of Default, BaySierra determines that it is in the best interest of the
Lenders to enforce of the power of sale contained in the Deed of Trust and to proceed to sell the
Security Property pursuant to a non-judicial foreclosure sale (a “Foreclosure Sale”), BaySierra
or its affiliate(s) will act on behalf of all of the Lenders in connection with such Foreclosure Sale
including retaining a qualified foreclosure company or other foreclosure agent (a “Foreclosure
Agent”) to administer the Foreclosure Sale on the Lenders’ behalf.

At least 15 days prior to the date of the Foreclosure Sale, BaySierra shall give the
Lenders written notice of the date and time the Foreclosure Sale shall be held (“Foreclosure
Sale Notice”), which will advise the Lenders of the total accrued and unpaid amounts due from
the Borrower which may be credited towards the Lenders’ purchase of the Security Property at
the Foreclosure Sale (the “Full Credit Bid”). The Foreclosure Sale Notice shall also include
either a notice to the Lenders of BaySierra’s intention to conduct the Foreclosure Sale in
accordance with the Default Bid Instructions outlined in the Loan Servicing Agreement or a
written proposal from BaySierra outlining alternative bidding instructions for approval by a
Lender Majority.

Each Lender shall then have five business days from the date of the Foreclosure Sale
Notice (the “Lender Bid Deadline”) to deliver to BaySierra a written proposal for alternative
bidding instructions (a “Lender Bid Proposal”). Within two business days following the
Lender Bid Deadline, BaySierra shall deliver to each Lender a written statement outlining the
material terms of each properly submitted Lender Bid Proposal together with a request that each
Lender affirmatively approve either the original bid instructions set forth in the Foreclosure Sale
Notice or one of the alternative Lender Bid Proposals forwarded by BaySierra to the Lenders
pursuant to the terms hereof (collectively, the “Bid Proposals™). Upon the approval of one of
the Bid Proposals by Lenders representing a Lender Majority (the “Majority Instructions™),
BaysSierra shall be authorized to instruct the Foreclosure Agent to accept bids for the Security
Property at the Foreclosure Sale in accordance therewith. BaySierra shall notify the Lenders of
the adoption of the Majority Instructions promptly following BaySierra’s receipt of the requisite
approvals from the Lender Majority; however, the failure of BaySierra to notify any Lender of
the adoption of a Bid Proposal or the terms of the approved Majority Instructions prior to the
Foreclosure Date, shall not affect the right of BaySierra to take those actions required to
implement the Majority Instructions at the time of the Foreclosure Sale.
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In no event shall BaySierra, without the express written approval of a Lender Majority,
instruct the trustee or the Foreclosure Agent at the Foreclosure Sale to either: (i) place a bid on
the Lenders’ behalf which exceeds the Full Credit Bid; or (ii) accept a competing bid for the
Security Property in an amount which is less that Full Credit Bid available to the Lenders.

If at any time prior to the Foreclosure Sale, BaySierra is unclear on the appropriate
bidding instructions to be utilized in at the Foreclosure Sale, BaySierra may postpone the
Foreclosure Sale until clear directions from the Lender Majority are received.

Transfer of Security Property

If BaySierra determines that the Security Property is going to be acquired by the Lenders
following a Transfer (i.e., following judicial or non-judicial foreclosure or by a deed in lieu of
foreclosure), BaySierra, with the affirmative consent of a Lender Majority, will arrange for deed
at the closing of the Transfer to be held by a limited liability company formed BaySierra for the
purpose of taking title to the Security Property pending sale (a “Transfer Entity”). In such case,
BaysSierra shall distribute to the Lenders a copy of a proposed operating agreement for the
Transfer Entity (the “Transfer Entity Agreement”) for approval by a Lender Majority. The
Transfer Entity shall be managed by BaySierra and a Lender representative approved by a
Lender Majority and will be capitalized through each Lender’s contribution of his, her or its
Fractional Interest in the Loan (or if formed following a Transfer, the Security Property) which
the Lenders will assign to the Transfer Entity in exchange for an equity interest in the Transfer
Entity equal to each Lender’s then current Fractional Interest.

The terms contained in the Transfer Entity Agreement shall be structured such that,
following the Transfer to the Transfer Entity, the Lenders and BaySierra shall retain, as nearly as
possible, all material rights and obligations existing under the Loan Servicing Agreement as of
the date of the Transfer including, but not limited to (i) the retention of each Lender’s relative
rights to distributions payable under the Loan Servicing Agreement, as such date, including the
retention of all priorities and subordinations related to any loan expenses made by the Lenders as
of such date; (ii) the retention of all rights to the payment of all fees and other compensation
payable to BaySierra or to any Lender as of the Transfer; (iii) any ongoing additional capital
contribution requirements shall be materially similar to the Lenders’ obligations to pay for loan
expenses under the Loan Servicing Agreement with penalties no more onerous than the
subordination provisions set forth therein; and (iv) any other rights and obligations of the
Lenders and BaySierra reasonably material to an Lender’s decision to purchase his, her or its
Fractional Interest at the time such investment decision was made.

So long as the Transfer Entity Agreement is approved by a Lender Majority and meets
the requirements set forth, above, each Lender, including those Lenders that did not consent to
the action approved by a Lender Majority shall be required to execute and deliver assignments of
their Fractional Interests to the Transfer Entity and any other documents reasonably necessary in
BaySierra’s good faith judgment to effectuate the Transfer. If any Lender fails to execute and
deliver any document so required, BaySierra shall have the right to execute such documents as
Lender’s attorney-in-fact pursuant to the Power of Attorney granted in the Loan Servicing
Agreement. Additionally, the failure of any Lender to execute any such document shall be a
breach of the terms of the Loan Servicing Agreement by such Lender and BaySierra and/or the
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other Lenders shall be entitled to pursue any legal, equitable or other rights against such Lender
for any damages caused by reason of such breach.

Property Management; Sale and Refinance

Following a Transfer of the Property to the Lenders or a Transfer Entity, BaySierra shall
have the right to serve as the exclusive property manager on behalf of the Lenders or the
Transfer Entity or may engage a third party to provide such services. In consideration of such
services, BaySierra or such third party shall be entitled to usual and customary fees for such
services which shall be payable as a Loan Expense as described below. (See “Compensation to
BaySierra.”)

BaySierra or its affiliate shall also be responsible for refinancing or selling the Security
Property on behalf of the Lenders following a Transfer and will be entitled to usual and
customary commissions for such services which shall be payable from the proceeds of such
refinancing or sale prior to any distributions to the Lenders. (See “Compensation to
BaySierra.”)

Loan Expenses and Investor Subordination Provisions

While Fractional Interests are non-assessable securities, all expenses incurred in
connection with collecting the amounts due under the Secured Note, enforcing the Loan
documents or otherwise protecting the value of the Security Property (“Loan Expenses”) are
payable by the Lenders and are not the obligation of BaySierra. Such Loan Expenses may
include, by way of example and without limitation, any of the following (as applicable): (i) any
accrued but unpaid servicing fees or management fees payable to BaySierra; (ii) all fees and
costs incurred to foreclose on the Security Property either through a judicial or non-judicial
foreclosure (including any fees and costs incurred in connection with a Judicial Foreclosure
Meeting, as described above); (iii) all fees and costs incurred negotiating and documenting any
forbearance agreement between the Lenders and the Borrower or any guarantors; (iv) all fees and
costs incurred transferring title to the Security Property to the Lenders or a Transfer Entity
(including all fees and costs incurred forming and maintaining the Transfer Entity); (v) any fees
or costs incurred to pay for property taxes or insurance on the Security Property (including
forced order fire insurance or property taxes); (vi) any fees or costs or expenses incurred to keep
any senior liens current (if any);(vii) any costs incurred renovating or otherwise improving the
Security Property for rent or sale on behalf of the Lenders; (viii) any fees or costs incurred
marketing the Security Property for sale; (ix) any fees or costs incurred for market studies and
other reports as BaySierra deems advisable; (x) any fees or costs incurred to pay any leasing
commissions and/or tenant improvement costs; and (xi) any fees or costs payable to attorneys,
accountants, appraisers, contractors and other third parties in connection with any Loan
Expenses.

If, at any time, BaySierra determines that the proceeds collected under the Loan or from
the Security Property are insufficient to pay any Loan Expenses incurred, or to be incurred, on
the Lenders’ behalf, then BaySierra may require the Lenders to pay their pro-rata share of such
Loan Expenses by making a written request for payment of such Loan Expense(s) in accordance
with the terms and conditions set forth in the Loan Servicing Agreement (a “Loan Expense
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Request”). Failure of a Lender to pay his, her or its pro-rata share of any Loan Expense as set
forth in a properly given Loan Expense Request shall not be an event of default under the Loan
Servicing Agreement; however, each such Lender shall have his, her or its right to any future
distributions of Loan proceeds or proceeds from the Security Property subordinated to the rights
of the Lenders that do pay their share of the Loan Expense (the “Priority Lenders”) to receive
(i) the return of their pro-rata share of the Loan Expenses paid; (ii) the return of any additional
share of the Loan Expense paid to cover the amounts not paid by the non-Priority Lenders; and
(iii) interest on the aggregate amount of the Loan Expenses paid by the Priority Lenders at the
Priority Rate (i.e., the lesser of 12% or the maximum amount allowed by law). (See “RISK
FACTORS - Risks Related to Ownership of Fractional Interests.”)

Protective Advances

BaySierra may, in its sole discretion and without being so obligated to the Lenders,
advance its own funds to pay Loan Expenses on behalf of the Lenders. If BaySierra makes any
advances to pay any Loan Expenses (“Protective Advances”), it will promptly notify the
Lenders of their share of the Protective Advances made by sending the Loan Expense Request
discussed above and each Lender shall have the right to pay their pro-rata share of the Protective
Advance. If one or more Lenders does not pay their pro-rata share of a Protective Advance made
by BaySierra the other Lenders will have the right to pay the unpaid portion of the Protective
Advance (based upon such Lenders’ relative Fractional Interests) and the aggregate Protective
Advances paid by such Lenders will be repayable from future distributions, plus interest at the
Priority Rate (i.e., the lesser of 12% per annum or the maximum legal rate) prior to any further
distributions to the non-paying Lenders. Any Protective Advances not paid by the Lenders will
be payable from future Loan proceeds or proceeds from the Security Property prior to any
payment to any of the Lenders. (See “Distributions of Post-Default Proceeds,” below.)

Lender Approval Rights

Lenders will have only those rights expressly set forth in the Loan Servicing Agreement
(collectively the “Approval Rights™).

BaySierra is authorized under the Loan Servicing Agreement to take any action subject to
the Approval Rights if any such action is approved by a Lender Majority (i.e., Lenders
representing more than 50% of the Fractional Interests). Consequently, BaySierra will be
authorized to take any action approved by a Lender Majority notwithstanding the objections of
any Lender or group of Lenders holding less than 50% of the Fractional Interests (See “RISK
FACTORS - Risks Related to the Ownership of Fractional Interests.”)

Distribution of Post-Default Proceeds

Pursuant to the terms of the Loan Servicing Agreement any amounts collected by
BaySierra following an Event of Default by the Borrower will be applied by BaySierra and/or
paid to BaySierra and the Lenders in the following order of priority:

@) first, to BaySierra in an amount equal to all accrued and unpaid Servicing

Fees, Management Fees or unpaid Protective Advances made by BaySierra and any other fees,
reimbursements, or other amounts payable to BaySierra pursuant to this Agreement;
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(b) Second, to the Priority Lenders in proportion to the relative amount of
Loan Expenses paid by the Priority Lenders until such amounts, plus interest thereon at the
Priority Rate are paid in full; and

(© thereafter, to the Lenders, pro-rata in accordance with their Fractional
Interests.

Replacement of Loan Servicer

BaySierra may be removed as the loan servicer only by a Lender Majority and only upon
thirty (30) days’ prior written notice therefrom. The removal will not be effective until
BaySierra has received an amount equal to the sum of (i) any monthly Servicing Fees accrued
but unpaid as of the termination date; plus (ii) any Management Fees accrued but unpaid as of
the termination date; plus (iii) any Protective Advances, plus any other sums advanced by
BaySierra on behalf of the Lenders plus interest thereon at the lesser of the Secured Note rate
and the maximum amount of interest allowed by law.

COMPENSATION TO BAYSIERRA

Loan Origination Fee

For arranging the Loan, BaySierra will receive a loan origination fee from the Borrower
which will be funded from the Loan proceeds at the time the Loan closes. The amount of the
Loan origination fee depends upon market conditions and is set forth in the Loan Disclosure
Statement included with the Loan Disclosure Statement.

Servicing Fee

In consideration for the services being provided by BaySierra in connection with
servicing the Loan and, if applicable, enforcing the Loan on behalf of the Investors, BaySierra
will be entitled to receive a monthly Servicing Fee equal to a percentage of the unpaid Principal
amount outstanding at the end of each month (the “Servicing Fee”). In most cases, the monthly
percentage portion of the Servicing Fee will be 1/12™ of 1%; however, the actual percentage
payable on the Loan may be higher or lower based upon the terms of the Loan. The percentage
applicable to the Loan offered hereby is set forth in the Loan Disclosure Statement attached
hereto as Exhibit A.

The Servicing Fee will be deducted from interest payments made by the Borrower or
from any interest reserve created under the Loan documents, with the balance being remitted to
Lenders. In the event that, following a default by the Borrower under the Loan documents,
interest payments are insufficient to pay BaySierra’s Servicing Fee, BaySierra may either elect to
have all accrued but unpaid Servicing Fees accrue and be payable from any future proceeds
received under the Loan or from the Security Property prior to any further distributions to the
Lenders or have such fees paid by the Lenders pursuant to a Loan Expense Request made in
accordance with the Loan Servicing Agreement. (See “LOAN SERVICING - Distributions of
Post-Default Proceeds” and “Loan Expense and Investor Priority Provisions.”)
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Management Fee

If, following a default by the Borrower under the Loan documents, there is a Transfer of
the Security Property to the Lenders or a Transfer Entity, BaySierra shall be entitled to a monthly
Management Fee equal to the greater of 1/12" of: (i) 1% of the outstanding Loan amount as of
the date of Transfer of the Security Property; or (ii) $1,000 per year, prorated for partial months
(the “*Management Fee.”). The Management Fee shall be payable on a monthly basis from the
proceeds received from the operation of the Security Property (if any). In the event that Security
Property proceeds are insufficient to pay BaySierra’s Management Fee on a monthly basis,
BaySierra may either elect to have all accrued but unpaid Management Fees accrue and be
payable from any future proceeds received under the Loan or from the Security Property prior to
any further distributions to the Lenders or have such fees paid by the Lenders pursuant to a Loan
Expense Request made in accordance with the Loan Servicing Agreement. (See “LOAN
SERVICING - Distributions of Post-Default Proceeds” and “Loan Expense and Investor Priority
Provisions.”)

Interest on Costs Advanced on Behalf of Lenders

BaySierra may take Protective Actions on behalf of the Lenders and may make Protective
Advances for the benefit of the Lenders in connection with such actions. (See “LOAN
SERVICING - Protective Advances.”) If BaySierra elects to make one or more Protective
Advances on behalf of one or more Lenders, BaySierra will be entitled to interest on such
advances at the Priority Rate equal to the lesser of 8% or the maximum rate permitted by law.
Such Protective Advances and interest thereon at the Priority Rate will be due from the Lenders
and payable prior to any further payments to the Lender following the advance or payable out of
proceeds obtained from a sale or refinancing of the property or otherwise obtained as a result of
collection efforts. (See “Loan Servicing — Protective Advances.”)

Property Management Fees and Broker Commissions

If Lenders or a Transfer Entity take title to the Security Property, BaySierra may act as
the property manager for the Security Property or may engage a third party property manager to
manage the Security Property at their direction. If BaySierra act as the property manager for the
Security Property, they shall be entitled receive property management fees in an amount equal to
the fees that are usual and customary for such services for similar properties in the area where
the Security Property is located.

If following a Transfer, the Security Property is sold by or on behalf of the Lenders,
BaysSierra will be entitled to receive a commission for acting as the listing real estate broker, or
may at its option retain a third party to act as listing broker. The commission will be payable as
a cost of the sale and prior to any payments to Lenders for unpaid principal and interest, and
shall be equal to the lesser of 10% of the gross sales price or the usual and customary
commission for the services of a real estate broker for similar properties. Such commission will
be shared with any selling broker that procures a buyer for the Property. The sales commission
payable by Lenders is in addition to any fees that BaySierra may be entitled to receive from the
purchaser or others if BaySierra arranges financing for the purchaser or services a loan made to
the purchaser.
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Possible Profit on Purchase of Property

With the consent of a Lender Majority, BaySierra or an affiliate may purchase a property
to which the Lenders have taken title. If this were to occur, BaySierra or its affiliate could profit
from the purchase and resale of the property.

ERISA CONSIDERATIONS

Tax Conseguences to Qualified Employee Benefit Plans and IRAs

Interest income from Fractional Interests held by IRAs and qualified pension and profit
sharing plans is anticipated to be exempt from federal income taxation under the Internal
Revenue Code, but no tax opinion has been obtained with respect to this issue. Such interest is
not expected to constitute income from a trade or business. Qualified plans and IRAs,
consequently, should not have unrelated business taxable income (“UBTI”) as a result of
receiving interest from a Secured Note. If the Lenders were to take title to the Property as a
result of a default by the Borrower, however, Lenders could receive income from a sale of the
Property assuming the Property sold for an amount in excess of the amount loaned plus interest
and capitalized costs of foreclosure and of holding the Property for sale. If the Lenders were
considered to have acquired the Property for resale and therefore to have the status of dealers in
real estate, such gain could be considered UBTI. While unlikely, the Lenders might conceivably
rent the Property pending its sale. Rent is generally not classified as UBTI. However, if the
Lenders were also to incur debt to acquire the Property (for example, in order to pay off a senior
lien) or to improve the Property, rent received would not be excluded from UBTI to the extent of
average monthly acquisition indebtedness divided by average adjusted basis of the Property for
the relevant tax period. Unrelated business taxable income in excess of $1000 during any tax
year is subject to tax. Qualified plans which receive UBTI, even if less than $1000, must file
reports with the IRS.

ERISA

In considering an investment in a Fractional Interest, a fiduciary of a tax exempt
employee benefit plan, such as a qualified pension or profit sharing plan, Keogh plan, 401(k)
plan or IRA, should consider (a) whether the investment satisfies the diversification requirement
of Section 404(a)(1)(c) of the Employee Retirement Income Security Act of 1974, as amended
(“ERISA”); (b) whether the investment is prudent given the risks involved; (c) whether the
investment is made solely in the interests of the plan participants; (d) whether the investment
complies with the plan’s need for liquidity; (e) whether the compensation to persons providing
services to the plan, such as BaySierra and BaySierra, is reasonable; and (f) whether the
investment would otherwise constitute a transaction prohibited under Section 406 of ERISA and
Section 4975 of the Internal Revenue Code of 1986, as amended. ERISA also requires that
assets of a plan be valued at their fair market value as of the close of the plan’s fiscal year, and it
may not be possible to satisfactorily value the Fractional Interests from year to year since there
will be no market for the Fractional Interests.

Under ERISA and the regulations adopted by the Department of Labor, BaySierra may be
considered a fiduciary if it exercises discretionary authority or control of the management or
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administration of a plan or its assets or renders investment advice to the plan. Since the
investment decision to purchase a Fractional Interest will be made solely by each plan without
any advice or recommendation from BaySierra, and since the actions that BaySierra may take
under the Servicing Agreement without the consent of a Lender Majority are limited, BaySierra
does not believe BaySierra would be deemed a “fiduciary” of plan investors. However, if
BaySierra were deemed to be a fiduciary, transactions with BaySierra would be subject to
scrutiny to determine whether they involved any prohibited transactions such as the charging of
unreasonable fees or the use of plan assets for the benefit of the fiduciary. Other plan fiduciaries
who were found to have participated in such transactions could be required to (a) restore to the
plan any profit realized by the fiduciary on the transaction and (b) make good to the qualified
plan any loss suffered by the plan as a result of its investment. The fiduciary and participating
parties in interest could also be liable for an excise tax of 15% of the amount involved, and if the
transaction were not corrected within a specified period, they could be liable for an additional
excise tax of 100% of the amount involved. With respect to IRAs, the tax exempt status of the
account could be lost but the other described penalties would not apply.

As a provider of services to Lenders who are employee benefit plans or IRAs, BaySierra
will be considered a “party in interest” or “disqualified person” as those terms are defined in the
Labor Code and the Internal Revenue Code. Under both Codes, a loan or an extension of credit
to a plan by a party in interest or disqualified person is a prohibited transaction. The Servicing
Agreement provides that BaySierra may advance costs to of collection to Lenders if Lenders do
not elect to pay their pro-rata share of such costs. Even though these advances, plus interest, are
only payable out of the sale of the Security Property or other proceeds from the collection efforts
of BaySierra and are non-recourse to the plan, the advances may be deemed a loan of the type
intended to constitute a prohibited transaction. Therefore, if BaySierra is advised by counsel that
an advance of costs on behalf of plan Lenders would be treated by the Department of Labor or
the Internal Revenue Service as a prohibited transaction, BaySierra will either notify the plans
and require them to pay their pro-rata share of the costs or avoid making the advance by
deferring payment of the costs to be incurred.

Persons investing in Fractional Interests in a Loan on behalf of qualified ERISA Plans
should consult their own tax advisors, accountants and attorneys to determine whether an
investment in a Fractional Interest is permitted under the trust instrument and other documents
establishing the plan as well as under ERISA and the regulations adopted thereunder.

CONFLICTS OF INTEREST

Compensation

The terms on which BaySierra will act as Loan originator and servicer have not been
negotiated at arm’s length or set by law, and each Lender should independently evaluate the
terms of the Loan Servicing Agreement. The Loan origination fees negotiated by BaySierra with
the Borrower could affect the terms of the Secured Note that BaySierra is able to negotiate for
the Lenders. Fees paid to BaySierra may also diminish the Borrower’s ability to pay Lenders.
BaySierra believes, however, that its fees and the fees of BaySierra to the Lenders and to
Borrowers are reasonable and within the range of those customary and usual in the mortgage
loan business for the same type of loan.
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Moreover, BaySierra will earn the largest portion of its compensation from commissions
(or “points”) that it collects at loan closing, which are not affected by whether the Loan proves to
be a good investment. Therefore, in theory, BaySierra could be motivated to close loans using
Investors’ funds that are risky or otherwise not in the best interests of the Investors, in order to
earn its loan points. Investors should review the terms of the Loan carefully prior to investing
and must rely on the good faith of BaySierra to protect their interests in this regard.

Purchase of Property

BaySierra or its affiliates will not purchase any property securing a Secured Note in
foreclosure at a trustee’s sale, or purchase a property after a default and transfer of a property to
the Lenders, without the consent of a Lender Majority.

Refinancing of the Loan

BaySierra may loan monies to the Borrower to permit the Borrower to pay all of the
interest and principal owing under the Secured Note or it may act as broker and servicing agent
for others who refinance the Loan made to Borrower by Lenders. Lenders may have no right to
participate in such a refinancing of the Loan. It is possible, though not likely, that a refinancing
on behalf of the Borrower which permits Borrower to pay off the Loan owed to Lenders and
avoid foreclosure would not be in the best interests of Lenders in that they might otherwise
obtain title to the property and profit from its later sale.

Competition for Loans

BaySierra may arrange and service other loans for other investors, including its affiliates,
at the same time that Fractional Interests in this Loan are being offered to Lenders pursuant to
the terms of this Offering Circular. Investors may not be able to participate in other loans that
may be more secure or more profitable than the Loan set forth in the Loan Disclosure Statement.

Purchase of Fractional Interests

BaySierra or its affiliates may purchase or fund Fractional Interests to fund
disbursements that are due to the Borrower where insufficient Fractional Interests have been sold
to fund a disbursement due. BaySierra will hold all such Fractional Interests purchased to fund
the Loan in parity with the other Lenders and will have the same rights, including all voting
rights, under the Loan Servicing Agreement as any other Lender. As such, BaySierra may have
interests in the Loan as both an affiliate of the servicer of the Loan as well as a Lender.

BROKER AND SERVICER

BaySierra is a licensed California real estate broker that will arrange the Loan and offer
and sell Fractional Interests in the Loan. BaySierra will also act as loan servicer for the Loan
under the Loan Servicing Agreement. BaySierra’s offices are located at 1410 Neotomas
Avenue, Suite 106, Santa Rosa, California 95405.

BaySierra was formed in 2000 and has been a licensed real estate brokerage firm since
that time, operating under the fictitious business name of Santa Rosa Mortgage & Investment
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Company. BaySierra is engaged in the business of arranging, funding, selling, purchasing and
servicing trust deed investments secured by California real property for its private investors and
its own account. Prior to founding BaySierra, BaySierra’s shareholders, John M. Graziano and
Pamela K. Graziano, each owned a one-third interest in TRIAD Mortgage, Inc., a California
corporation (“TRIAD”), together with a third owner, Gary Wellen. TRIAD was originally
founded in 1990, and in 1996 TRIAD purchased Santa Rosa Mortgage & Investment, Co. from
National Bank of the Redwoods. In April of 2000, John and Pamela Graziano incorporated
BaySierra and purchased TRIAD’s portfolio of private money loans and the company name,
Santa Rosa Mortgage & Investment Company from Mr. Wellen. BaySierra specializes in
arranging privately funded trust deed investments and, as of the date of this Offering Circular,
BaySierra and its predecessor, have arranged over $230 Million of loans secured by deeds of
trust. Currently, BaySierra services approximately $75 Million of loans secured by deeds of trust
for over 180 investors. BaySierra will act as the broker and servicing agent in connection with
the Loan and other Loan Documents on behalf of all Lenders. (See “LOAN SERVICING.”)

BaySierra Financial Fund, LLC. BaySierra is also the sole manager of BaySierra
Financial Fund LLC, a California limited liability company (the “Fund”). The Fund’s principal
purpose is investing in trust deed investments arranged by BaySierra. The Fund offers
membership interests to qualified investors pursuant to a permit issued by the Department of
Corporations (DOC File No. 506-2619). The Fund has and will continue to purchase Fractional
Interests pursuant to this offering. As of September 30, 2009, the Fund held interests in 67 loans
in the aggregate principal amount of $22,158,217 that were arranged through this offering.

BaySierra currently has five full-time employees of which the following officers will be
responsible for the sale of Fractional Interests:

John M. Graziano is a 50% shareholder of BaySierra and has served as its President
since its incorporation in April of 2000. Mr. Graziano has over 20 years of bank lending
experience and has been a licensed real estate broker since 1987. Prior to forming BaySierra,
Mr. Graziano held a 1/3rd interest in TRIAD and served as President and broker of record for
TRIAD for over 10 years. Mr. Graziano received a B.A. degree from California State University
Northridge in 1968 and is a member of the California Mortgage Association, the Bay Area
Mortgage Brokers Association and the Santa Rosa Chamber of Commerce. As an owner and
officer of BaySierra, Mr. Graziano is responsible for all aspects of BaySierra’s business.

Pamela K. Graziano is a 50% shareholder of BaySierra and serves as BaySierra’s Vice-
President, Secretary, Treasurer and broker of record. Ms. Graziano has over 20 years of bank
lending experience in the areas of consumer finance, residential real estate and business lending
and has been a licensed California real estate broker since 1988. Prior to forming BaySierra, Ms.
Graziano held a 1/3rd ownership interest in TRIAD and served as Vice-President, Secretary and
Treasurer for TRIAD for over 10 years. As an owner, officer and broker of record of BaySierra,
Ms. Graziano is responsible for all aspects of BaySierra’s business.
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PRIOR PERFORMANCE
General

Since inception in 2000 BaySierra has originated 426 loans in an aggregate principal
amount of approximately $263,669,706. Presently, BaySierra has 98 outstanding loans in the
aggregate amount of $73,017,109 of which 85 loans in the aggregate principal amount of
$64,694,816 were funded pursuant to this offering. The average principal amount of BaySierra’s
loans outstanding as of September 30, 2009 was $745,072 with interest rates ranging from 3.25%
to 13.00% and maturities of one to 17 years. Information regarding the Loan priorities, collateral
type and performance of BaySierra’s prior loan investments are set forth below. Unless
otherwise indicated, all information is current as of September 30, 2009.

Loan Priorities

Priority of Deed of Trust Number Aggregate Percentage of
of Loans Principal Amount Actual Principal

First Deeds of Trust 71 $62,965,008 86.2%

Second Deeds of Trust 27 $10,052,100 13.8%

Collateral Type

Number Aggregate
Collateral Type of Loans Principal Amount

Improved 1-4 Residential (non- 16 $5,897,824.00
owner occupied)
Improved Multi-Family Residential 3 $1,940,000.00
Improved Commercial/Industrial 40 $28,386,018.00
Land — Improved lot or parcel 16 $16,937,547.00
Land — Agricultural 8 $6,341,164.00
Land — Unimproved 15 $16,937,547.00

Loan Foreclosure Rates

While BaySierra’s loan foreclosure rates have been historically low, the general
economic decline beginning in 2007 has resulted in increased foreclosure rates for lenders
generally, including BaySierra. From January 1, 2006 through September 30, 2009, BaySierra
made or arranged 146 loans in the aggregate principal amount of $101,378,982. Of these loans,
14 loans in the aggregate principal amount of $9,747,887 were foreclosed upon by the lenders
(“Foreclosed Loans™). Further information regarding the Foreclosed Loans, listed by collateral
type, is set forth below.
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Number Aggregate Foreclosure
Collateral Type of Loans | Principal Balance Rate

Improyed 1-4 Residential (non-owner 1 $600.000 5 580%
occupied)

Improved Multi-Family Residential 1 $875,000 13.92%
Improvgd Commercial or Industrial 1 $275,000 0.91%
Properties

Land — Improved lot or Parcel 6 $2,937,887 15.9%
Land — Agricultural 2 $3,393,500 22.4%
Land - Unimproved 3 $1,705,000 8.30%

REOQO Information

The security properties acquired by the Lenders on the Foreclosed Loans, either through
judicial or non-judicial foreclosure or by deed in lieu of foreclosure (“REO Properties”) either:
(1) have previously been sold by the lenders; (ii) or are currently listed for sale by the lenders; or
(iii) are being held by lenders who have elected to hold such security properties until market
conditions improve and the security properties can be listed and sold at higher purchase prices in
order to eliminate or reduce their investment losses. There is no way to predict if or when such
improved market conditions will occur or what future losses or gains may be realized by such
lenders. Further information regarding the status of the REO Properties, listed by collateral type,
is set forth below. All information is current as of September 30, 20009.

Improved 1-4 Residential (non-owner occupied)

. Loss as
Aggregate Prior Aggregate Percent of
REO Status No. of Properties Principal Loan Gain or (Loss) Total
Balance Upon Sale Principal
REO Properties Sold 1 $600,000 ($375,000) 62.5%
REO Properties 0 $0.00 $0.00 0.00%
Listed for Sale ) (estimated) (estimated)
REO Properties
Held by Lenders 0 $0.00 Unknown Unknown
Improved Multi-Family Residential
Aggregate Prior Aggregate P(Ia_rczzsesnetlsof
REO Status No. of Properties Principal Loan Gain or (Loss) Total
Balance Upon Sale Principal
REO Properties Sold 0 $0.00 $0.00 0.00%
REO Properties 0 $0.00 $0.00 0.00%
Listed for Sale ) (estimated) (estimated)
REO Properties
Held by Lenders 1 $875,000 Unknown Unknown
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Improved Commercial or Industrial Properties

. Loss as
Aggregate Prior Aggregate Percent of
REO Status No. of Properties Principal Loan Gain or (Loss) Total
Balance Upon Sale Principal
REO Properties Sold 0 $0.00 $0.00 0.0%
REO Properties ($20,000) 7.40%
Listed for Sale ! $275,000 (estimated) (estimated)
REO Properties
Held by L enders 0 $0.00 Unknown Unknown
Land — Improved Lot or Parcel
Aggregate Prior Aggregate P:;r(:;sésnisof
REO Status No. of Properties Principal Loan Gain or (Loss) Total
Balance Upon Sale Principal
REO Properties Sold 0 $0.00 $0.00 0.0%
REO Properties $0.00” 0.0%
Listed for Sale 2 $1,735,387 (estimated) (estimated)
REO Properties
Held by Lenders 4 $1,202,500 Unknown Unknown
Land - Agricultural
Aggregate Prior Aggregate P(Ia_r?:SesnetlSof
REO Status No. of Properties Principal Loan Gain or (Loss) Total
Balance Upon Sale Principal
REO Properties Sold 0 $0.00 $0.00 0.0%
REO Properties ($482,500)* 14.69%%*
Listed for Sale ! $3,282,500 (estimated) (estimated)
REO Properties
Held by Lenders 1 $110,000 Unknown Unknown
Land - Undeveloped
Aggregate Prior Aggregate P:;rczzsesnisof
REO Status No. of Properties Principal Loan Gain or (Loss) Total
Balance Upon Sale Principal
REO Properties Sold 0 $0.00 $0.00 0.0%
(actual)
REO Properties (443,000)* 8.6%
Listed for Sale 1 $500,000 (estimated) (estimated)
REO Properties
Held by Lenders 2 $1,205,000 Unknown Unknown

* Estimated losses based upon the difference between the principal amount of the loan and the current listing price
for the security property. Actual losses may be higher or lower.

“ Based upon the aggregate principal amount of both loans and the current listing prices for both security properties.
Includes an individual estimated loan loss of $400,000 (based upon current listing price) offset by an estimated gain
of $400,000 (based upon current listing price). Actual losses may be higher or lower.
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THE FOREGOING DISCUSSION IS FOR ILLUSTRATIVE PURPOSES ONLY.
INVESTORS WILL ONLY OWN FRACTIONAL INTERESTS IN THE LOAN DESCRIBED
IN THE LOAN DISCLOSURE STATEMENT ATTACHED HERETO AS EXHIBIT A. AS
SUCH, PRIOR PERFORMANCE OF LOANS MADE AND ARRANGED BY BAYSIERRA IS
NOT AN ACCURATE PREDICTION OF FUTURE RESULTS.

LEGAL MATTERS

BaySierra has retained counsel to advise it in connection with the preparation of this
Offering Circular and the Loan Servicing Agreement, as well as the offer and sale of the
Fractional Interests offered hereby. Such counsel has not been retained to provide, and will not
provide, legal services in connection with the preparation or review of any of the Loan
documents, the negotiation or closing of the Loan or the servicing or enforcement of the Loan,
nor has it represented the interests of the Lenders in connection with this offering or the Loan.
Lenders purchasing Fractional Interests in the Loan that wish to obtain the benefit of review by
legal counsel on their behalf must retain their own attorneys to do so.

PLAN OF DISTRIBUTION

The Fractional Interests offered hereby will be offered and sold by BaySierra and
through its duly authorized and licensed agents and employees, who will be paid commissions by
BaySierra out of the Loan origination or brokerage commissions it receives from Borrowers for
arranging the Loan. The Borrower is required to pay these fees or commissions from the Loan
proceeds, which will not be an expense of the Lenders.

ADDITIONAL INFORMATION AND UNDERTAKINGS

BaySierra undertakes to make available to each prospective Investor every opportunity to
obtain any additional information from BaySierra necessary to verify the accuracy of the
information contained in this Offering Circular or to assess the merits of the Loan, the Borrower,
any guarantors, and the Property, to the extent that it possesses such information or can acquire it
without unreasonable effort or expense. This additional information includes, without limitation,
financial and other information concerning the Borrower or any guarantors, appraisals and other
servicing information concerning the real property security, information regarding past mortgage
lending experience of BaySierra, and all other documents or instruments that are material to this
offering and the transactions contemplated and described in this Offering Circular.

COMMISSIONER'S RULE 260.141.11

In addition to the various restrictions on the transfer of Fractional Interests imposed by
state and federal securities laws generally, no Fractional Interest may be sold or transferred or
any consideration received therefor without the prior written consent of the California
Commissioner of Corporations, except as provided in the Commissioner's Rules. A copy of
Commissioner's Rule 260.141.11 follows:
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260.141.11 Restriction on Transfer.

@ The issuer of any security upon which a restriction on transfer has been
imposed pursuant to Sections 260.141.10 or 260.534 shall cause a copy of this section to be
delivered to each issuee or transferee of such security at the time that the certificate evidencing
the security is delivered to the issuee or transferee.

(b) It is unlawful for the holder of any such security to consummate a sale or
transfer of such security, or any interest therein, without the prior written consent of the
Commissioner (until this condition is removed pursuant to Section 260.141.12 of these rules),
except:

1) to the issuer;
(2 pursuant to the order or process of any court;

3) to any person described in Subdivision (i) of Section 25102 of the Code or
Section 260.105.14 of these rules;

4) to the transferor's ancestors, descendants or spouse, or any custodian or
trustee for the account of the transferor or the transferor's ancestors, descendants, or spouse; or to
a transferee by a trustee or custodian for the account of the transferee or the transferee's
ancestors, descendants or spouse;

(5) to holders of securities of the same class of the same issuer;
(6) by way of gift or donation inter vivos or on death;

(7 by or through a broker-dealer licensed under the Code (either acting as
such or as a finder) to a resident of a foreign state, territory or country who is neither domiciled
in this state to the knowledge of the broker-dealer, nor actually present in this state if the sale of
such securities is not in violation of any securities law of the foreign state, territory or country
concerned,

(8) to a broker-dealer licensed under the Code in a principal transaction, or as
an underwriter or member of an underwriting syndicate or group;

9) if the interest sold or transferred is a pledge or other lien given by the
purchaser to the seller upon a sale of the security for which the Commissioner's written consent
is obtained or under this rule not required;

(10) by way of a sale qualified under Sections 25111, 25112, 25113, or 25121
of the Code, of the securities to be transferred, provided that no order under Section 25140 or
Subdivision (a) of Section 25143 is in effect with respect to such qualification;

(11) by a corporation to a wholly owned subsidiary of such corporation, or by a
wholly owned subsidiary of a corporation to such corporation;
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(12) by way of an exchange qualified under Section 25111, 25112, or 25113 of
the Code, provided that no order under Section 25140 or Subdivision (a) of Section 25143 is in
effect with respect to such qualification;

(13) between residents of foreign states, territories or countries who are neither
domiciled nor actually present in this state;

(14) to the State Controller pursuant to the Unclaimed Property Law or to the
administrator of the unclaimed property law of another state;

(15) by the State Controller pursuant to the Unclaimed Property Law or by the
administrator of the unclaimed property law of another state if, in either such case, such person
(i) discloses to potential purchasers at the sale that transfer of the securities is restricted under
this rule, (ii) delivers to each purchaser a copy of this rule, and (iii) advises the Commissioner of
the name of each purchaser;

(16) Dby a trustee to a successor trustee when such transfer does not involve a
change in the beneficial ownership of the securities; or

(17) by way of an offer and sale of outstanding securities in an issuer
transaction that is subject to the qualification requirement of Section 25110 of the Code but
exempt from that qualification requirement by subdivision (f) of Section 25102; provided that
any such transfer is on the condition that any certificate evidencing the security issued to such
transferee shall contain the legend required by this section.

(©) The certificates representing all such securities subject to such a restriction
on transfer, whether upon initial issuance or upon any transfer thereof, shall bear on their face a
legend, prominently stamped or printed thereon in capital letters of not less than 10-point size,
reading as follows:

“IT IS UNLAWFUL TO CONSUMMATE A SALE OR TRANSFER OF
THIS SECURITY, OR ANY INTEREST THEREIN, OR TO RECEIVE
ANY CONSIDERATION THEREFOR, WITHOUT THE PRIOR
WRITTEN  CONSENT OF THE COMMISSIONER OF
CORPORATIONS OF THE STATE OF CALIFORNIA, EXCEPT AS
PERMITTED IN THE COMMISSIONER'S RULES.”
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EXHIBIT A

LOAN DISCLOSURE STATEMENT

67510004/400151v4 A-1



«F80»

LENDER/PURCHASER DISCLOSURE STATEMENT
(Loan Origination)

DISCLOSURE STATEMENT SUMMARY

Note: This offering is made pursuant to the Offering Circular provided to lender/purchaser concurrently herewith. If more that one property secures the
loan, you should also refer to the attached Lender/Purchaser Disclosure Statement Multi-Property (Cross Collateralization) Addendum (“CCA”).

AMOUNT OF THIS LOAN (SEE PART 3) MARKET VALUE OF PROPERTY (SEE PART 8) TOTAL AMOUNT OF ENCUMBRANCES SENIOR TO THIS LOAN
(SEE PART 9)
$ «f20» $ «f247» $ «f245»
TOTAL AMOUNT OF ENCUMBRANCES ANTICIPATED OR PROTECTIVE EQUITY (MARKET VALUE-THIS LOAN TOTAL LOAN TO VALUE (SEE PART 10G)
EXPECTED TO BE JUNIOR TO THIS LOAN (SEE PART 8) AND TOTAL SENIOR ENCUMBRANCES)
$ «f244» $ «f246» «f172» %
PART 1 BROKER INFORMATION
NAME OF BROKER REAL ESTATE ID#
«f80» «f85»
BUSINESS ADDRESS TELEPHONE NUMBER
«f81»
«f82», «f83» «f84»
NAME OF BROKER’S REPRESENTATIVE
«f75»
PART 2 BROKER CAPACITY IN TRANSACTION

THE BROKER IDENTIFIED IN PART 1 OF THIS STATEMENT IS ACTING IN THE FOLLOWING CAPACITY IN THIS TRANSACTION: (CHECK AS APPLIES)
«f213»  A. Agentinarranging a loan on behalf of another.

B. Principal as a borrower of funds from which broker will directly or indirectly benefit other than through the receipt of
commissions, fees and costs and expenses as provided by law for services as an agent.

«f214»  C. Funding a portion of this loan.

IF MORE THAN ONE CAPACITY HAS BEEN CHECKED, PROVIDE EXPLANATION HERE.

IF “B” HAS BEEN CHECKED, THE BROKER INTENDS TO USE FUNDS FROM THE LENDER/PURCHASER IN THIS TRANSACTION FOR:

PART 3 TRANSACTION INFORMATION

(CHECK IF APPLICABLE)
IF THERE IS MORE THAN ONE PROPERTY SECURING THE LOAN. IF MULTI-LENDER LOAN, YOU SHOULD ALSO REFER TO ATTATCHED CCA

TERM OF LOAN PRIORITY OF THIS LOAN (1ST, 2ND, ETC.) | PRINCIPAL AMOUNT YOUR SHARE IF MULTI-LENDER TRANS.
«f23» Months «f65» $ «f20» $ «f42»
INTEREST RATE (CHECK ONE)
THE TRUST DEED WILL
«f22»%  «f222»  VARIABLE «f215»  AMORTIZED «f216»  INTEREST ONLY B PECORDED
«f223»  FIXED «f217» PARTIALLY AMORTIZED
PAYMENT FREQUENCY APPROXIMATE PAYMENT DUE DATE | AMOUNT OF PAYMENT YOUR SHARE IF MULTI-LENDER TRANS.
XX MONTHLY «f31» $ «f24» $ «f230»
WEEKLY
BALLOON PAYMENT APPROX. BALLOON PYMT. DUE DATE | AMOUNT OF BALLOON PAYMENT YOUR SHARE IF MULTI-LENDER TRANS.
«f224» YES «225»  NO «f27» $ «f25» $ «f231»

Balloon Payment

A Balloon payment is any installment payment (usually the payment due at maturity) which is greater than twice the amount of the smallest
installment payment under the terms of the promissory note or sales contract.

The borrower/vendee may have to obtain a new loan or sell the property to make the balloon payment. If the effort is not successful it may be
necessary for the holder of the note/contract to foreclose on the property as a means of collecting the amount owed.

There are subordination PrOVISIONS. ........ccccvcueiiiirisieeiiiisie ettt e s s bese s s besensseeseranesnnas «f276» Yes _«f277» No
If YES, explain here or on an attachment.

«f278»




PART 4 MULTI-LENDER TRANSACTIONS
NAME OF ESCROW HOLDER ANTICIPATED CLOSING DATE
«f47» «f584»
ADDRESS OF ESCROW HOLDER
«f50», «f51»
ESTIMATED LENDER COSTS ESTIMATED BORROWER COSTS -
Broker will provide you a copy of the “mortgage loan

disclosure statement™ given to the borrower or a separate
itemization of borrower’s costs.

©®H H B B

TOTAL

TotTAL  $ «f129»

Servicing

You will be a joint beneficiary with others on this note and you should request a list of names and addresses of the beneficiaries as of the close
of escrow from the broker or servicing agent. The beneficiary(ies) holding more than 50% interest in the note may govern the actions to be
taken on behalf of all holders in the event of default or other matters pursuant to the Loan Servicing Agreement attached as Exhibit B to the
Offering Circular. (“Servicing Agreement™)

Loan To Value

GENERALLY the aggregate principal amount of the notes or interests sold, together with the unpaid principal amount of any encumbrances
upon the real property senior thereto, shall not exceed the following percentages set forth in the Offering Circular of the current market value
of the real property as determined in writing by the broker or qualified appraiser.

The percentage amounts specified in the Offering Circular may be exceeded when and to the extent that the broker determines that the
encumbrance of the property in excess of these percentages is reasonable and prudent considering all relevant factors pertaining to the real
property. A written statement shall be prepared by the broker that sets forth the material considerations and facts that the broker relies upon for
his or her determination which shall be disclosed to the lender or note purchaser(s) and retained as a part of the broker’s record of the
transaction.

NOTE: If more than one property secures this loan, you should to refer to attached CCA

PART 5 SERVICING ARRANGEMENTS

Unless indicated below, «f80x» will service the loan pursuant to the terms of the Servicing Agreement attached as Exhibit B to the Offering
Circular.

CHECK APPROPRIATE STATEMENTS

THERE ARE NO SERVICING ARRANGEMENTS (Does not apply to multi-lender transactions.) XX BROKER IS THE SERVICING AGENT
ANOTHER QUALIFIED PARTY WILL SERVICE THE LOAN COPY OF THE SERVICING CONTRACT IS ATTACHED
IF BROKER IS NOT THE SERVICING AGENT, WHAT IS THE COST TO LENDER FOR SERVICING ARRANGEMENTS (EXPRESS AS DOLLAR AMOUNT OR PERCENTAGE)
RELATIONSHIP BETWEEN THE BROKER AND SERVICER? MONTH XX MONTHLY
$ «f232» PER XX___ YEAR PAYABLE ANNUALLY

NAME OF AUTHORIZED SERVICER, IF ANY

«f80»

BUSINESS ADDRESS TELEPHONE NUMBER
«f81»
«f82», «f83» «f84»
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PART 6 BORROWER INFORMATION
SOURCE OF INFORMATION
XX BORROWER XX BROKER INQUIRY CREDIT REPORT OTHER (DESCRIBE
NAME CO-BORROWER’S NAME
«f5» «f6» «f7» «f10» «f11» «f12»
RESIDENCE ADDRESS CO- BORROWER’S RESIDENCE ADDRESS
«f13», «f14», «f15» «f69»
OCCUPATION OR PROFESSION CO- BORROWER’S OCCUPATION OR PROFESSION
«f236» «f237»
CURRENT EMPLOYER CO- BORROWER’S CURRENT EMPLOYER
«f238» «f239»
HOW LONG EMPLOYED? AGE HOW LONG EMPLOYED? CO-BORROWER’S AGE?
«f240» «f242» «f241» «f243»
SOURCES OF GROSS INCOME MONTHLY CO-BORROWER SOURCES OF GROSS INCOME MONTHLY
(LIST AND IDENTIFY EACH SOURCE SEPARATELY) AMOUNT (LIST AND IDENTIFY EACH SOURCE SEPARATELY) AMOUNT
Gross salary $ «f265» Gross salary $ «f266»
OTHER INCOME INCLUDING: OTHER INCOME INCLUDING:
Interest $ «f267» Interest $ «f268»
Dividends $ «f269» Dividends $ «f270»
Gross rental income $ «f271» Gross rental income $ «f272»
Miscellaneous income $ «f273» Miscellaneous income $ «f274»
TOTAL EXPENSES OF ALL BORROWERS (DO NOT COMPLETE IF BORROWER IS A CORPORATION)
Payment of loan being obtained $ «f24» Spousal/child support $ «f284»
Rent $ «f281» Insurance $ «f285»
Charge account/credit cards $ «f282» Vehicle loan(s) $ «f286»
Mortgage payments $ «f283» Other $ «f287»

(include taxes and property insurance)

(federal & state income taxes, etc.)

TOTAL GROSS MONTHLY INCOME OF BORROWER(S)
$ «f289»

TOTAL MONTHLY EXPENSES OF BORROWER(S)
$ «f290»

The borrower has filed for bankruptcy in the past 12 months. ...

If Yes, the bankruptcy has been discharged or diSmiISSed. .........cccceveveviniiiene s

o
°n

OTHER FORM OF OPERATING BUSINESS ENTITY.

«f291»
«f293»

Yes
Yes

«f292»  No
«f294»  No

THE FOLLOWING STATEMENTS ONLY APPLY IF THE BORROWER IS A CORPORATION, PARTNERSHIP OR SOME

Copies of a balance sheet of the entity and income statement covering the indicated period

have been supplied by the borrower/obligor and are attached. If no, explain on addendum. ................
I Yes, date of DalanCe SNEEL. .......c.co i
Income statement period (FroM-10). ......cceieriiieiii i s
Financial statements have been audited by CPA OF PA. ....ooociiiii e

Additional information is included on an attached addendum. .........cccccoociiiiiiiic e,

«f295» Yes «f296» No

«f297»

«f298»

«f299» Yes «f300» No
Yes No

PART 7

PROPERTY INFORMATION

Identification of property which is security for note. (If no street address, the assessor’s parcel number or legal description and a means for

locating the property is attached.)

STREET ADDRESS OWNER OCCUPIED
«f18», «f19» «f212»  NO  «f211»  YES
ANNUAL PROPERTY TAXES ARE TAXES DELINQUENT? IF YES, AMOUNT REQUIRED TO BRING
CURRENT
$ «f248» «f301»  ACTUAL  «f302»  ESTIMATED «f303»  NO «f304»  YES $ «f249»
SOURCE OF TAX INFORMATION
«f305»
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PART 8 APPRAISAL INFORMATION

Estimate of fair market is to be determined by an independent appraisal, copy of which must be provided to you prior to you obligating funds to
make the loan. Note: You may waive the requirement of an independent appraisal in, in writing, on a case by case basis, in which case the
broker must provide a written estimate of fair market value. The broker must provide you, the investor, with the objective data upon which the
broker” estimate is based.

(CHECK IF APPLICABLE)
IF THERE IS MORE THAN ONE PROPERTY SECURING THE LOAN. IF MULTI-LENDER LOAN, YOU SHOULD ALSO REFER TO THE ATTACHED CCA

FAIR MARKET VALUE (ACCORDING TO APPRAISER) DATE OF APPRAISAL
$ «f250» «f251»

(Place this figure or broker’s estimate of fair
market value on line “F” of Part 10.)

NAME OF APPRAISER (IF KNOWN TO BROKER) PAST AND/OR CURRENT RELATIONSHIP OF APPRAISER TO BROKER
(EMPLOYEE, AGENT, INDEPENDENT CONTRACTOR, ETC.)

«f252» «f253»
ADDRESS OF APPRAISER
«f254»
DESCRIPTION OF PROPERTY/IMPROVEMENT IS THERE ADDITIONAL SECURING PROPERTY?
«F306» YES  IF YES, SEE ADDENDUM.
XX NO
AGE SQUARE FEET TYPE OF CONSTRUCTION
«f307» «f308» «f309»

IF THE PROPERTY IS CURRENTLY GENERATING INCOME FOR THE BORROWER/OBLIGOR:
ESTIMATED GROSS ANNUAL INCOME ESTIMATED NET ANNUAL INCOME

$ «f310» $ «f311»

PART 9 ENCUMBRANCE INFORMATION

Information concerning senior encumbrances against the property, to the extent reasonably available from customary sources (excluding the note
described on page 1 part 3). Note: You have the option to purchase a title insurance policy or an endorsement to an existing title insurance policy
insuring your interest, and you are entitled to a copy of a written loan application and a credit report to obtain information concerning all
encumbrances which constitute liens against the property. This information may help determine the financial standing and credit worthiness of the
borrower.

(CHECK IF APPLICABLE)
----------- IF THERE IS MORE THAN ONE PROPERTY SECURING THE LOAN, IF MULTI-LENDER, YOU SHOULD ALSO REFER TO THE ATTACHED CCA

SOURCE OF INFORMATION

_ XX  BROKER INQUIRY BORROWER OTHER (EXPLAIN)
Avre there any encumbrances of record against the securing property at this time? ...........c.ccoceeenean. «f312» Yes «f313» No
a. Over the last 12 months were any payments more than 60 days late?...........ccoceevevererievennnennn, «f314» Yes «f315» No
D, 1T YES, NOW MANY? .ot bbbt bbbt «f316»
c. Do any of these payments remain UNPAIA? ..........cooeiiiiiiiieierese e e «f317» Yes «f318» No
d. Ifyes, will the proceeds of subject loan be used to cure the delinquency? ...........ccccoevvvivinenens «f319» Yes «f320» No
e. If no, source of funds to bring the 10an CUITENt. ........ccov i «f321»

Encumbrances remaining and/or expected or anticipated to be placed against the property by the borrower/obligor after the close of escrow
(excluding the note described on page 1).

ENCUMBRANCE((S) REMAINING (AS REPRESENTED BY THE BORROWER)

PRIORITY (ST, 2ND, ETC.) INTEREST RATE PRIORITY (ST, 2ND, ETC.) INTEREST RATE
«f177» «f155» % «f178» «f156» %

BENEFICIARY BENEFICIARY
«f181» «f182»

ORIGINAL AMOUNT APPROXIMATE PRINCIPAL BALANCE ORIGINAL AMOUNT APPROXIMATE PRINCIPAL BALANCE
$ «f173» $ «f185» $ «f174» $ «f186»

MONTHLY PAYMENT MATURITY DATE MONTHLY PAYMENT MATURITY DATE
$ «f159» «f163» $ «f160» «f164»

BALLOON PAYMENT IF YES, AMOUNT BALLOON PAYMENT IF YES, AMOUNT
«f326»  YES «f327» NO UNKNOWN $ «f167» «f328»  YES «f329» NO UNKNOWN $ «f168»
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ENCUMBRANCE(S) EXPECTED OR ANTICIPATED (AS REPRESENTED BY THE BORROWER)

PRIORITY (1ST, 2ND, ETC)) INTEREST RATE PRIORITY (1ST, 2ND, ETC)) INTEREST RATE
«f179» «f157» % «f180» «f158» %
BENEFICIARY BENEFICIARY
«f183» «f184»
ORIGINAL AMOUNT MATURITY DATE ORIGINAL AMOUNT MATURITY DATE
$ «f175» $ «f165» $ «f176» $ «f166»
MONTHLY PAYMENT MONTHLY PAYMENT
$ «f161» $ «f162»
BALLOON PAYMENT IF YES, AMOUNT BALLOON PAYMENT IF YES, AMOUNT
«f330»  YES «f331» NO UNKNOWN $ «f169» «f332»  YES «f333» NO UNKNOWN $ «f170»
Additional remaining, expected or anticipated encumbrances are set forth in an attachment
LCO R A RS L1141 o OSSP Yes XX No
PART 10 LOAN TO VALUE RATIO
(CHECK IF APPLICABLE)
IF THERE IS MORE THAN ONE PROPERTY SECURING THE LOAN. IF MULTI-LENDER LOAN, Y OU WHOULD ALSO REFER TO ATTACHED CCA.
A. Remaining encumbrances senior to this loan (from part 9) ........cccccocreiiniininiine $ «f245»
B. Encumbrances expected or anticipated senior to this loan (from part 8) ..........cccccevvveievcicicnnnnne, +3
C. Total remaining and expected or anticipated encumbrances senior to this loan ...........c.c.ccoceeeennen. = «f245»
D. Principal amount of this [oan from page 1 Part 3........cccceveiiiiiiesiciecicre e +3 «f20»
E. Total all senior encumbrances and this 108N ..o s = «f229»
F. Fair market value from page 4 PArt 8 .........ccecieiiiiiiie it sttt s sre e +$ «f247»
G. L0AN 10 VAIUE TALIO ..o.viciiiciiiciic ettt ettt ettt e s be e s be e be et e sabesasesbeenbeenbestaesreen = «f172» %
Note: See Part 4 if multi-lender transaction.
BROKER VERIFICATION
The information in this statement and in the attachments hereto is true and correct to the best of my knowledge and belief.
SIGNATURE OF BROKER OR DESIGNATED REPRESENTATIVE BROKER / CORPORATION ID# DATE

> «f85»

ACKNOWLEDGMENT OF RECEIPT

The prospective lender/purchaser acknowledges receipt of a copy of this statement signed by or on behalf of the broker.

SIGNATURE OF PROSPECTIVE LENDER/PURCHASER

>
«f38» DATE
> DATE
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For licensing information, please refer to the Department of Real
Estate’s Web site located at www.dre.ca.gov.

Or

You may call the DRE licensing information telephone number is (916) 227-0931
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EXHIBIT B

LOAN SERVICING AGREEMENT
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EXHIBIT B

LOAN SERVICING AND EQUITY INTEREST AGREEMENT

THIS LOAN SERVICING AND EQUITY INTEREST AGREEMENT (“Agreement”)
is made as of __,200__ by and among BaysSierra Financial, Inc., a California
corporation (“Servicer”), and (“Lender”) and each of the other individuals
and entities executing this Agreement as a Lender (each a “Lender” and collectively, the
“Lenders”).

RECITALS
A. Servicer has made or arranged a loan (the “Loan”) to
(“Borrower”) in the principal amount of $ (the “Principal”) with interest payable
thereon at the initial rate of % per annum (the “Note Rate”). The Loan will be evidenced

by a secured promissory note executed by Borrower in favor of Servicer and the initial Lenders
and dated as of the date that the Loan is closed (the “Secured Note”). The Secured Note will be
secured by a deed of trust (the “Deed of Trust”) that will be recorded in the official records of

County, California (the “Official Records”) and will encumber certain real
property more particularly described therein (the “Security Property”).

B. Servicer has offered to sell and assign the Secured Note and Deed of Trust or a
fractional undivided interest in the Secured Note and Deed of Trust to each of the Lenders and,
in connection with such offering, each Lender has received and reviewed the Offering Circular
delivered herewith (the “Offering Circular”), together with the Lender/Purchaser Disclosure
Statement attached as Exhibit A thereto (the “LPDS”). The LPDS describes the Loan, the
Borrower, the Deed of Trust, the compensation to be received by Servicer for arranging and
servicing the Loan and other information regarding the terms of the Loan and the Security
Property. To the extent that Servicer or its affiliate(s) purchase or retain an interest in the
Secured Note, Servicer or such affiliate(s) shall also be a Lender subject to the terms and
conditions set forth in this Agreement.

C. Contemporaneously herewith, Lender has executed and delivered to Servicer a
Subscription Agreement (the “Subscription Agreement”) setting forth Lender’s subscription for
the purchase of a fractional undivided interest in the Loan on the terms and conditions set forth
in the Offering Circular and has delivered to Servicer the purchase price for such interest in the
amount set forth in the Subscription Agreement.

D. Lender now desires to: (i) appoint Servicer as his, her or its agent to service the
Secured Note, Deed of Trust and any other agreements, security instruments and other
documents executed in connection therewith (collectively, the “Loan Documents”™); (ii) appoint
the Servicer as Lender’s agent to protect Lender’s interest in and enforce his, her or its rights
under the Loan Documents; and (iii) to set forth Lender’s rights and obligations to Servicer and
the other Lenders with respect to the Loan and the actions to be taken by the Servicer on behalf
of all of the Lenders in connection therewith, all on the terms and conditions set forth in this
Agreement.
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AGREEMENT

NOW, THEREFORE, the parties hereto agree as follows:

ARTICLE |
DEFINITIONS
1.1  “Business Day” means any day other than Saturday or Sunday or any California
State or federal holiday.
1.2 “Deed of Trust” shall have the meaning given in Recital A, hereto, and, as the

context may reasonably permit shall include any associated assignment of rights under the Deed
of Trust to Lender.

1.3  “ERISA Plan” means a Lender that is a qualified employee benefit plan under
the Employee Retirement Income Security Act of 1974, as amended.

14 “Event of Default” shall mean: (i) Borrower’s failure to make any payment of
principal or interest when due and the expiration of any applicable cure periods for the delivery
of such payment provided for in the Loan Documents; or (ii) the failure of Borrower to observe
or perform any other obligation under the Loan Documents which, in the Servicer’s reasonable
discretion, materially impairs or threatens the value of the Lenders’ security or the ability of
Borrower or any other party to perform its obligations under the Loan Documents.

1.5  “Fractional Interest” shall mean: (i) prior to a Transfer of the Security Property
to the Lenders or a Transfer Entity, each Lender’s undivided beneficial interest in the Secured
Note, the Deed of Trust and all other applicable Loan Documents in the percentage stated in the
Deed of Trust or any assignment thereof recorded in the Official Records at the time of such
Lender’s purchase of his, her or its Fractional Interest; and (ii) following any Transfer of the
Security Property to the Lenders or a Transfer Entity, each Lender’s corresponding percentage
interest in the Security Property or the Transfer Entity (as applicable) as evidenced in any grant
deed, assignment or other conveyance of the Security Property recorded in the Official Records
or as set forth in the Transfer Entity Agreement and evidenced by each Lender’s assignment to
the Transfer Entity of the interests stated in (i) hereof.

1.6 “Lenders” shall mean the persons or entities that execute this Agreement and
purchase or otherwise own Fractional Interests, including Servicer or its affiliate(s) to the extent
they own Fractional Interests, whether prior to or following any Transfer of such Fractional
Interest to a Transfer Entity in exchange for a membership interest therein. “Lender” shall mean
any one of the Lenders.

1.7  “Lender Majority” shall mean one or more Lenders (including, unless otherwise
expressly provided herein, Servicer and/or its affiliates to the extent they own Fractional
Interests) that, in the aggregate, hold more than 50% of the total outstanding Fractional Interests.

1.8 “Loan Expenses” shall mean any unpaid costs or expenses payable in connection
with the Loan that the Servicer deems necessary, in Servicer’s reasonable judgment, to service
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the Loan on the Lenders’ behalf, including any costs or expenses required to collect all amounts
due under the Loan Documents, protect the Lenders’ interest in Loan, enforce the Lenders’ rights
under the Loan Documents and/or, following a Transfer, any fees and costs incurred to manage,
refinance or sell the Security Property or complete any construction or rehabilitation that may be
required on the Security Property (if any). Loan Expenses as defined herein, may include, by
way of example and without limitation, any of the following (as applicable): (i) all fees and
costs incurred to foreclose on the Security Property (either judicially or non-judicially); (ii) all
fees and costs incurred negotiating and documenting any forbearance agreement between the
Lenders and the Borrower or any guarantors; (iii) all fees and costs incurred forming a Transfer
Entity and transferring title of the Security Property to the Transfer Entity (including all filing
fees and costs and taxes incurred forming and operating the Transfer Entity); (iv) any fees or
costs incurred to pay for property taxes or insurance on the Security Property (including forced
order fire insurance or taxes paid on behalf of the Borrower); (v) any fees or costs or expenses
incurred to keep any senior liens current (if any);(vi) any costs incurred renovating or otherwise
improving the Security Property for rent or sale on behalf of the Lenders; (vii) any fees or costs
incurred marketing the Security Property for sale; (viii) any fees or costs incurred for market
studies and other reports as Servicer deems advisable; (ix) any fees or costs incurred to pay any
leasing commissions and/or tenant improvement costs; and (x) any fees or costs payable to
attorneys, accountants, appraisers, contractors and other third parties in connection with any
Loan Expenses.

1.9  “Loan Payments” shall mean any and all proceeds received by the Servicer from
the Borrower, any guarantor or any other third party, at any time, for application against the
obligations of the Borrower or any guarantor to the Lenders under the Loan Documents. Loan
Payments shall include, without limitation, all payments of principal and interest (including any
default interest and any payments from any interest reserves established under the Loan
Documents), late fees, and any proceeds obtained through post-default judgments or court orders
from the Borrower or any guarantor which are payable to the Lenders pursuant to the terms of
the Loan Documents and this Agreement.

1.10 “Priority Rate” shall mean interest at a rate equal to the lesser of: (i) 8.0 % per
annum; or (ii) the maximum rate of interest allowed by law.

1.11  “Property Proceeds” shall mean any and all proceeds received from the Security
Property following a Transfer of title to the Lenders or a Transfer Entity, including, without
limitation, all rental income or other proceeds derived from the operations of the Security
Property, any insurance proceeds from damage or destruction of the Security Property not
applied to repair or reconstruct same, any condemnation proceeds and any proceeds resulting
from the sale or refinancing of the Security Property.

1.12  “Transfer” shall mean the transfer of title to the Security Property to a Transfer
Entity or the Lenders whether by judicial or non-judicial foreclosure, deed in lieu of foreclosure
or otherwise.

1.13  “Transfer Entity” shall mean any limited liability company formed by the
Servicer pursuant to Section 4.1 to acquire title to the Security Property following a Transfer.
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ARTICLE 11

APPOINTMENT; RELATIONSHIP OF PARTIES; LENDER WAIVERS

2.1  Appointment of Servicer. Lender hereby appoints Servicer as Lender’s agent to
collect payments under the Secured Note, to protect Lender’s interest in and enforce Lender’s
rights under the Secured Note, Deed of Trust and any other Loan Documents and, if necessary,
to foreclose (judicially or non-judicially) on the Security Property and to manage, refinance or
sell the Security Property, all in accordance with the terms of this Agreement. In connection
with such appointment, Servicer is hereby authorized to take any action on behalf of Lender, as
Lender’s agent, duly adopted by the Lenders in accordance with the terms of this Agreement,
including, but not limited to, the right to take any action granted to Servicer pursuant to the
power of attorney granted by Lender under Section 11.8, hereof. Servicer hereby accepts this
appointment and agrees to exercise diligent and good faith efforts in the execution of its duties as
loan servicing agent under this Agreement in accordance with reasonable and customary
commercial practice.

2.2  Relationship of Parties. By executing this Agreement Lender is agreeing to the
terms and conditions that will govern the Servicer’s duties and obligations to Lender and the
other Lenders as well as the rights and obligations of Lender as they relate to the other Lenders
who are the intended third party beneficiaries of this Agreement. In connection therewith,
Lender acknowledges each of the following:

@) Servicer is serving as Lender’s agent with respect to the Loan and no other
relationship between the Lender and Servicer, including that of a partnership, joint venture,
tenancy-in-common, or trustee relationship is created by this Agreement. The Services provided
by the Servicer hereunder will be discharged in strict accordance with the terms of this
Agreement and, when applicable, with the exercise of Servicer’s reasonable and prudent business
judgment and such services are administerial and not discretionary in nature and that no fiduciary
relationship is created between the Servicer and any Lender except as expressly provided for by
this Agreement or by applicable law. Notwithstanding the foregoing, Lender acknowledges that
Servicer or its affiliate(s) may also own Fractional Interests in the Loan, in which case Servicer
or such affiliate(s) shall, to the extent of its Fractional Interest, be a Lender and be entitled and
subject to all the rights and obligations of a Lender under this Agreement.

(b) Lender acknowledges that Lender’s Fractional Interest represents a
undivided fractional interest in the Loan, which Fractional Interest shall be held by Lender
together with the other Lenders as tenants-in-common. Lender further acknowledges that
Lender’s right to direct the actions to be taken in connection with the servicing and enforcement
of the Loan are restricted by the terms of the this Agreement and Servicer will take those actions
approved by a vote of the Lender Majority on any matter subject to Lender approval as set forth
in this Agreement. In the event that Lender objects to, or fails to affirmatively approve, any
action approved by a Lender Majority, Lender hereby authorizes Servicer to take any and all
actions required to implement the action so approved and hereby agrees to execute all documents
and take all actions reasonably requested by the Servicer in furtherance of such action
notwithstanding Lender’s objection to same. Lender acknowledges that the failure of Lender to
take any action or to impede any action required to implement any action or directive approved
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by a Lender Majority pursuant to the terms of this Agreement is a breach of the terms of this
Agreement and may result in legal action against Lender by Servicer and/or one or more Lenders
to compel or enjoin such action and/or for any damages to the Servicer or the Lenders caused by
Lender’s breach hereof.

2.3 Lender Waiver of Foreclosure Rights and Right to Partition. Each Lender
acknowledges that in the event of a Transfer of the Security Property, Servicer shall, in most
circumstances, form a Transfer Entity to take title to the Security Property in accordance with
Article 4 and Lenders will be required to assign their Fractional Interests to the Transfer Entity in
exchange for a beneficial interest in the Transfer Entity equal to their Fractional Interest. Each
Lender acknowledges that he, she or it has appointed Servicer as Lender’s agent (i) to protect
Lender’s interest in and enforce Lender’s rights and remedies under the Loan Documents;

(ii) form and manage the Transfer Entity on behalf of the Lenders; and (iii) to refinance and/or
sell the Security Property following a Transfer. Each Lender also acknowledges that a Lender
Majority may direct such enforcement and management efforts. Accordingly, as a material part
of the consideration for Servicer and the other Lenders to enter into this Agreement, each Lender
hereby waives and relinquishes during the term of this Agreement (i) any right such Lender may
have to institute foreclosure proceedings under the Deed of Trust on such Lender’s own initiative
or to otherwise pursue separately such Lender’s rights and remedies under the Loan Documents
separately from the other Lenders, and (ii) any right such Lender may have to seek a partition of
the Security Property after the occurrence of a Transfer to a Transfer Entity or otherwise.

ARTICLE Il

LOAN SERVICING

3.1  Secured Note Servicing. Prior to an Event of Default, Servicer shall service the
Secured Note on behalf of Lenders. Such services shall include each of the following:

@) Servicer shall provide written notification to Borrower of Servicer’s
appointment as agent for the Lenders to service the Secured Note, and shall instruct Borrower to
make all Loan Payments due under the Loan Documents payable to Servicer.

(b) Upon Servicer’s receipt of any Loan Payments, such Loan Payments shall
be immediately deposited into a non-interest bearing trust account (the “Trust Account”)
established with a federally insured bank in the name of Servicer, as agent for the Lenders, and
maintained in accordance with the provisions of subsection 10238(k) of the California Real
Estate Law (if applicable), Section 10145 and other applicable provisions of the California
Business and Professions Code, Article 15 (commencing with Section 2830.1) of Chapter 6 of
Title 10 of the California Code of Regulations, any applicable rules or regulations promulgated
by the California Department of Real Estate and any other applicable laws, rules and regulations.
The Lenders acknowledge that they shall not receive any interest on funds held in the Trust
Account.

(©) Loan Payments shall not be commingled with any other assets of Servicer
or used for any other transactions or purposes whatsoever other than the transaction for which
such Loan Payments are received by Servicer.
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(d) Prior to the occurrence of an Event of Default under the Loan Documents,
that portion of any Loan Payment received by Servicer that constitutes Principal, accrued
interest, and any other sums payable to the Lenders for any month under the Secured Note and
this Agreement shall be delivered to each of the Lenders in accordance with Section 8.1.
Following the occurrence of an Event of Default, all Loan Payments or Property Proceeds
received by the Servicer shall be distributed (as provided in Section 8.2).

(e) Servicer shall maintain records of its receipt, maintenance and
disbursement of all Loan Payments, and shall cause the Trust Account to be inspected as
required by such laws, rules and regulations as are applicable thereto and as may reasonably be
requested by Lenders in accordance with this Agreement.

()] To the extent required by subsection 10238(k)(3) of the California Real
Estate Law, Servicer shall arrange for the inspection of Servicer’s trust account by an
independent certified public accountant and forward the report of such accountant to the
California Commissioner of Real Estate if and to the extent, and in the manner, required by law.

(9) Servicer shall provide or cause Borrower to provide to each Lender a
monthly statement that indicates all Loan Payments disbursed to such Lender during the calendar
year. Additionally, Servicer shall provide or cause Borrower to provide to each Lender an IRS
form 1099-INT for each calendar year.

(h) Servicer shall at all times maintain a valid California real estate broker’s
license.

Q) Servicer shall maintain possession of all original Loan Documents on
behalf of all Lenders for such period as is required by law.

() Servicer shall provide the Lenders written notification of the occurrence of
any of the following events: (i) the recording of a notice of default by the Servicer; (ii) the
recording of a notice of trustee’s sale; (iii) the receipt of any payment constituting an amount
greater than or equal to five monthly payments from the Borrower, together with a request for
reconveyance of the Security Property (including a description of any instructions for transfer or
delivery); or (iv) a payment delinquency under the Secured Note of over 30 days.

3.2 Loan Servicing Following Default. Any Event of Default by Borrower under
the Loan Documents shall constitute an Event of Default under all Fractional Interests held by all
Lenders. Upon the discovery by Servicer of an Event of Default, Servicer shall promptly notify
the Lenders of such Event of Default and, except as provided in Article 7, below, Servicer shall
be authorized to take one of the following courses of action:

@) promptly perform all acts and execute all documents or prudent to protect
the interests of the Lenders, which may include (but are not limited to) acts and documents
necessary to: (i) exercise the power of sale contained in the Deed of Trust, including, without
limitation, selecting a foreclosure agent, making demands, accepting reinstatements, seeking
relief from any stay of foreclosure proceedings and bidding at any non-judicial foreclosure sale
in accordance with in Section 3.3; (ii) defend any litigation which seeks to restrain such non-
judicial foreclosure proceedings; (iii) take any actions required to organize a Judicial Foreclosure
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Meeting in accordance with Section 3.4; and (iv) enforce all rights and remedies available to the
Lenders with respect to any other collateral for the Loan;

(b) negotiate and enter into a forbearance agreement in accordance with
reasonable and customary commercial practices if the Servicer determines that such action is
necessary or appropriate to protect the interests of the Lenders and the term of such forbearance
agreement does not extend more than 90 days from the date Servicer discovers the occurrence of
such Event of Default. If Servicer should agree to forbear for 90 days as provided herein and
Borrower has not paid all amounts owing under the Loan Documents on or before the end of
such 90-day period, then Servicer shall promptly proceed to exercise the power of sale contained
in the Deed of Trust as provided in subsection (a) above unless otherwise directed by a Lender
Majority;

() negotiate and enter into a loan extension at maturity in accordance with
reasonable and customary commercial practices if Servicer determines that such action is
necessary or appropriate to protect the interests of the Lenders, and the extension is conditioned
upon the Borrower continuing to make all periodic payments required under the Secured Note
over the extension term and the term of such extension does not extend more than six months
from the original maturity date of the Secured Note (an “Extension”). If Servicer should agree
to an Extension as provided herein and Borrower has not paid all amounts owing under the Loan
Documents on or before the end of the Extension period, then Servicer shall promptly proceed to
exercise the power of sale contained in the Deed of Trust as provided in subsection (a) above
unless otherwise directed by a Lender Majority;

(d) accept a deed in lieu of foreclosure from Borrower if doing so would
cause the Lenders to incur no greater expense or liability than if Servicer completed a non-
judicial foreclosure sale; or

(e) file suit or pursue other legal remedies against any borrower or guarantor
of the Loan if such action will not impair the Lenders’ security interest in the Security Property.

3.3  Non-Judicial Foreclosure Sale. If, following an Event of Default, Servicer
determines that it is in the best interest of the Lenders to enforce of the power of sale contained
in the Deed of Trust and to proceed to sell the Security Property pursuant to a non-judicial
foreclosure sale (a “Foreclosure Sale”), Lender and Servicer agree that Servicer or its affiliate(s)
will act on behalf of all of the Lenders in connection with such Foreclosure Sale. In connection
therewith, Lender and Servicer hereby agree as follows:

@) In the event a Foreclosure Sale is required, Servicer shall, prior to the date
of the Foreclosure Sale, retain a qualified foreclosure company or other foreclosure agent (a
“Foreclosure Agent”) to administer the Foreclosure Sale on the Lenders’ behalf. If the
Foreclosure Agent is not the named Trustee under the Deed of Trust, Servicer shall provide for
the named trustee to execute an assignment of the trustee’s obligations and duties as trustee to
the Foreclosure Agent for the purpose of administering the Foreclosure Sale on the Lender’s
behalf. Any Foreclosure Agent retained by Servicer shall be entitled to fees for the foreclosure
services provided, which fees shall be reasonable in light of fees and other compensation payable
for similar services in the area where the Security Property is located. All fees and costs incurred
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in connection with the Foreclosure Sale including any fees or other compensation payable to the
Foreclosure Agent shall be Loan Expenses governed by Article V1 of this Agreement.

(b) At least 15 Business Days prior to the date of the Foreclosure Sale,
Servicer shall give the Lenders written notice of the date and time the Foreclosure Sale shall be
held (“Foreclosure Sale Notice”), which Foreclosure Sale Notice shall include a copy of the
statutorily required Notice of Trustee’s Sale recorded in the Official Records and a statement of
the total accrued and unpaid amounts due from the Borrower which may be credited towards the
Lenders’ purchase of the Security Property at the Foreclosure Sale (the “Full Credit Bid”). The
Foreclosure Sale Notice shall also include either a notice to the Lenders of Servicers intention to
conduct the Foreclosure Sale in accordance with the Default Bid Instructions outlined in
subsection (d) below or a written proposal from the Servicer outlining alternative bidding
instructions for approval by a Lender Majority. Servicer shall be authorized to instruct the
Foreclosure Agent to act in accordance with the Default Bid Instructions at the Foreclosure Sale
without further Lender approval so long as (i) the Foreclosure Sale Notice includes a statement
of Servicer’s intention to do so; and (ii) Servicer has not received a Lender Bid Proposal from
one or more Lenders as of the Lender Bid Deadline in accordance with subsection (c), below.
Any bid instructions proposed by the Servicer or any Lender that materially deviate from the
Default Bid Instructions shall be approved by a Lender Majority prior to the date of the
Foreclosure Sale.

() Each Lender shall have five Business Days from the date of the
Foreclosure Sale Notice (the “Lender Bid Deadline”) to deliver to the Servicer such Lender’s
written proposal for bidding instructions that materially differ from those described in the
Foreclosure Sale Notice (a “Lender Bid Proposal”). Such Lender Bid Proposal shall set forth a
clear written description of the proposed bidding instructions to be used by the Servicer at the
Foreclosure Sale and a request by the submitting Lender for the Servicer to circulate the
Lender’s Lender Bid Proposal to the other Lenders for consideration and approval. Within two
Business Days following the Lender Bid Deadline, Servicer shall deliver to each Lender a
written statement outlining the material terms of each properly submitted Lender Bid Proposal
together with a request that each Lender affirmatively approve either the original bid instructions
set forth in the Foreclosure Sale Notice or one of the alternative Lender Bid Proposals forwarded
by Servicer to the Lenders pursuant to the terms hereof (collectively, the “Bid Proposals™).
Upon the approval of one of the Bid Proposals by Lenders representing a Lender Majority (the
“Majority Instructions”), Servicer shall be authorized to instruct the Foreclosure Agent to
accept bids for the Security Property at the Foreclosure Sale in accordance therewith. Servicer
shall notify the Lenders of the adoption of the Majority Instructions promptly following
Servicer’s receipt of the requisite approvals from the Lender Majority; however, the failure of
Servicer to notify any Lender of the adoption of a Bid Proposal or the terms of the approved
Majority Instructions prior to the Foreclosure Date, shall not affect the right of Servicer to take
those actions required to implement the Majority Instructions at the time of the Foreclosure Sale.

(d) Unless Servicer has proposed alternative bidding instructions in the
Foreclosure Notice or has received one or more Lender Bid Proposals prior to the Lender Bid
Deadline, Servicer shall be authorized to instruct the Foreclosure Agent at the Foreclosure Sale
to conduct the Foreclosure Sale as follows (the “Default Bid Instructions”): (i) a reasonable
starting bid for the Security Property shall be determined by the Servicer and the Foreclosure
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Agent in light of the Loan amount and the type and location of the Security Property being sold,;
(ii) an initial credit bid by the Lenders shall be authorized in the amount of such starting bid;

(iii) the Lenders’ credit bid shall be increased by the minimum bid amount required to enter a
bid greater than any competing third-party bids up to a maximum bid equal to the Lenders’ Full
Credit Bid; and (iv) the Lenders bidding shall discontinue when either the Lenders’ credit bid is
sufficient to purchase the Security Property or the trustee receives a competing bid in excess of
the Full Credit Bid. In no event shall Servicer, without the express written approval of a Lender
Majority, instruct the trustee or the Foreclosure Agent at the Foreclosure Sale to either: (i) place
a bid on the Lenders’ behalf which exceeds the Full Credit Bid; or (ii) accept a competing bid for
the Security Property in an amount which is less that Full Credit Bid available to the Lenders.

(e) Notwithstanding any provision of this Section 3.3 to the contrary, if at any
time prior to the Foreclosure Sale, Servicer is unclear on the appropriate bidding instructions to
be utilized in at the Foreclosure Sale, Servicer may postpone the Foreclosure Sale until clear
directions from the Lender Majority are received. Lender acknowledges and agrees that Servicer
shall not be liable to the Lender for any claims or damages resulting from any action taken by
Servicer in accordance with this Article I11.

3.4 Judicial Foreclosure Sale. Servicer shall not initiate judicial foreclosure
proceedings against the Borrower without the express written consent of a Lender Majority. If,
following an Event of Default, Servicer reasonably believes that a judicial foreclosure and
proceedings against the Borrower may be in the best interests of the Lenders, Servicer may
engage legal counsel on the Lenders’ behalf for the sole purpose of reviewing the Loan
Documents, assessing the rights of the Lenders with respect to a judicial foreclosure and
attending a meeting with the Lenders to provide the Lenders with an overview of the potential
costs and benefits of proceeding with a judicial foreclosure (a “Judicial Foreclosure Meeting”).
Any fees and costs incurred to present the Judicial Foreclosure Meeting shall be Loan Expenses
governed by Article VI, of this Agreement whether or not a Lender Majority ultimately decides
to pursue a judicial foreclosure action.

ARTICLE IV

TRANSFER; MANAGEMENT OF TRANSFER ENTITY

4.1  Transfer of Security Property; Transfer Entity. If, as a consequence of an
Event of Default, ownership of the Security Property is to be acquired by Lenders, Servicer shall
form a Transfer Entity and take those actions necessary for the Transfer of the Security Property
to the Transfer Entity as set forth in this Section 4.1 unless otherwise directed by a Lender
Majority.

@) The Transfer Entity will be a limited liability company formed by the
Servicer for the purpose of taking title to the Security Property following a Transfer and holding
of the Security Property prior to resale.

(b) Prior to any Transfer, Servicer shall distribute to the Lenders a copy of a
proposed operating agreement that will govern the Transfer Entity (the “Transfer Entity
Agreement”) which Transfer Entity Agreement shall be approved by a Lender Majority.
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(c) Unless otherwise approved by a Lender Majority, the Transfer Entity shall
be co-managed by Servicer and one or more Lenders selected by Servicer and approved by a
Lender Majority.

(d) The Transfer Entity shall be capitalized through each Lender’s
contribution of his, her or its Fractional Interest in the Loan or, if formed following a Transfer,
the Security Property to the Transfer Entity which the Lenders will assign to the Transfer Entity
in exchange for a membership interest in the Transfer Entity equal to each Lender’s then current
Fractional Interest. Following each Lender’s assignment of their Fractional Interest in the Loan
to the Transfer Entity, such Lender will become a member of the Transfer Entity subject to the
terms and conditions set forth in the Transfer Entity Agreement.

(e) The Transfer Entity Agreement shall provide that Servicer shall continue
to manage the day-to-day enforcement and property management procedures on behalf of the
Transfer Entity either by continuing to act as the loan servicer on behalf of the Transfer Entity
pursuant to the terms of this Agreement or in its capacity of the co-manager of the Transfer
Entity, in which case, such enforcement and management services (and Servicer’s compensation
in connection therewith) shall be as set forth in the Transfer Entity Agreement;

()] The material terms of the Transfer Entity Agreement shall be structured
such that the rights and obligations of the Members and the Manager of the Transfer Entity shall
be, to the extent possible, similar in all material respects to the rights and obligations of the
Lenders and Servicer existing under this Agreement as of the date of the Transfer including:

(1) providing for distributions of Property Proceeds to the Lenders and Servicer as members and
manager in the order of priority set forth in Section 8.2, hereof, including the retention of all
priorities and subordinations related to any Loan Expenses paid by Priority Lenders made as of
the date of Transfer; (ii) providing for manager compensation which is the same or comparable
to that payable to the Servicer as of the date of Transfer; (iii) requiring ongoing additional capital
contribution requirements materially similar to the Loan Expense provisions set forth in

Acrticle VI; and (iv) providing for the retention of all rights and obligations of the Members to the
other Members and to the Manager which were reasonably material to a Lender’s decision to
purchase his, her or its Fractional Interest in the Loan at the time such investment decision was
made.

(9) So long as the Transfer Entity Agreement is approved by a Lender
Majority and meets the requirements set forth in subsection (f), above, each Lender (including
Lenders that did not consent to the action approved by a Lender Majority) shall be required to
execute and deliver any documents reasonably necessary in Servicer’s good faith judgment to
effectuate the Transfer, including execution of any assignments of their Fractional Interests in
exchange for interests in the Transfer Entity. Upon the failure of any Lender to execute any
document required by this Section 4.1(q), Servicer shall have the right to execute such
documents as Lender’s attorney-in-fact pursuant to the Power of Attorney granted pursuant to
Section 11.8 hereof. Additionally, the failure of any Lender to execute any such document shall
be a breach of the terms of this Agreement by such Lender and entitle Servicer and/or the other
Lenders to pursue any legal, equitable or other rights against such Lender to compel compliance
with the terms hereof or for any damages caused by reason of such breach.
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(h) Notwithstanding the foregoing, the grantee of the deed at the closing of
the Transfer may also be one of the following, as determined by Servicer and approved by a
Lender Majority: (i) Servicer, in trust and as trustee for the Lenders, (ii) Servicer, as nominee or
agent for the Lenders, or (iii) the Lenders, as tenants in common according to their Fractional
Interests; provided, however, that if Servicer should take title to the Security Property as trustee
or nominee for the Lenders Servicer shall have only those duties and obligations expressly
provided for in this Agreement.

4.2  Property Management Following Transfer. In the event a Transfer Entity
becomes the owner of the Security Property after a Transfer, Lender agrees that the Servicer
shall have the right (either in the capacity of manager of the Transfer Entity or Servicer under
this Agreement) to serve as the sole property manager for the Security Property or to engage a
third party property manager to provide all or a portion of such services under the Servicer’s
direction. The property management services provided by the Servicer and/or such third party
shall include the following (as applicable):

@) Receiving any and all rents and/or other payments due to the Transfer
Entity from the Security Property.

(b) Transmitting to the Transfer Entity Lender’s portion of such rents and/or
other Property Proceeds received by the Servicer after paying all expenses of the Security
Property and all expenses or fees payable in accordance with Section 8.2.

() Transferring funds held in the Trust Account to the Transfer Entity.

(d) Taking any other action which Servicer deems necessary or convenient to
the collection and managing of the Security Property including but not limited to acquiring
insurance, instituting eviction proceedings, securing the Security Property from vandalism or
taking such other action as Servicer deems necessary or desirable to protect the Security
Property; provided that Servicer shall, before taking any of the actions authorized or permitted
by this Section 4.2, promptly provide written notice to Lender of Servicer’s intention to take the
proposed action and the reasons therefore unless in the good faith judgment of the Servicer the
Lenders would suffer any material harm that would otherwise have been avoidable but for the
Servicer’s obligation to comply with the following notice requirement. If and only if Servicer
shall not have been timely provided with notice from a Lender Majority disapproving the
proposed action, then Servicer shall not be precluded from taking the proposed action.

(e) Executing and delivering on Lender’s behalf in Lender’s name or the
name of the Transfer Entity any documents necessary or convenient for the exercise of any rights
or duties which Lender may have in connection with the ownership of the Property either as a
Lender or a member of the Transfer Entity, including but not limited to listing agreements for
sale, rental agreements and leases.

()] Paying, on behalf of Lenders or the Transfer Entity, any senior liens,
taxes, insurance, payments for repairs or renovation or to otherwise protect the Security Property
or enforce the Lender’s rights hereunder or under the Transfer Entity Agreement, which
expenses shall be Loan Expenses governed by Article VI, hereof. Notwithstanding the forgoing,
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Lender hereby agrees to hold Servicer harmless for Lender’s failure to make any advance to a
senior encumbrance or any other advance that is necessary to protect the Security Property when
notified by Servicer of the default or the need for said advance.

4.3  Refinance or Sale of Security Property. The Lenders and Servicer agree that,
following the occurrence of a Transfer, Servicer or Servicer’s affiliate, shall have the right to
serve as the exclusive listing broker and mortgage broker with respect to any sale or refinancing
of the Security Property. Lender agrees that Servicer shall have shall, have the authority, subject
to the terms and conditions of subsections (a) and (b) of this Section 4.3, to refinance, sell or
refinance in part and sell in part all or any portion of the Security Property as Servicer deems, in
its reasonable business judgment, to be in the best interests of Lenders.

@) Notwithstanding any other provision in this Agreement, Servicer may
enter into any proposed sale or refinance of the Security Property without first obtaining the
written consent of any of the Lenders if both of the following conditions are satisfied: (i) the
cash proceeds available at the closing of such a proposed sale or refinance are sufficient to pay
each Lender their entire investment in Fractional Interests plus all accrued but unpaid interest
thereon at the Note Rate through the date of closing; and (ii) the prospective purchaser is not
Servicer or any affiliate of Servicer.

(b) With respect to any proposed sale or refinance other than as described in
Section 4.3 above, Servicer shall promptly forward the terms of such sale or refinance to the
Lenders for their review and approval, which approval must be received by Servicer within a
period of time specified by Servicer. The failure of Servicer to receive any Lender’s written
approval of the terms of such sale or refinance within the specified time period shall constitute
such Lender’s disapproval of such terms. If approval is required pursuant to this Section 8, a
Lender Majority must give their written approval before Servicer is authorized to enter into such
proposed sale or refinance. If the proposed sale is to Servicer or its affiliate, any Fractional
Interests held by Servicer and its affiliates shall be disregarded for all purposes of calculating the
Lender Majority.

(©) With respect to any proposed sale or refinance that Servicer is authorized
to enter into pursuant to this Section 4.3, Servicer is authorized as the agent of the Lenders to
negotiate, execute and deliver such documents and instruments as are necessary to effectuate
such sale or refinance so long as the terms of such documents and instruments are consistent with
the terms of the authorized sale or refinance. The Lenders agree that Servicer may, in
anticipation of the occurrence of a Transfer, solicit and negotiate offers to sell or refinance the
Security Property prior to such Transfer. No such sale or refinance of the Security Property,
however, shall become effective until the Transfer has occurred and the Lenders have approved
the terms of such sale or refinance as provided for in this Agreement.

ARTICLE V

SERVICER COMPENSATION

51 Loan Servicing Fee. In consideration for the services being provided by Servicer
in connection with servicing the Loan and, if applicable, enforcing the Loan Documents on
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behalf of the Lenders, Servicer will be entitled to receive a monthly Servicing Fee equal to 1/12"
of [1%] of the unpaid Principal amount outstanding at the end of each month for the term of the
Loan, prorated for partial months (the “Servicing Fee”). So long as no Event of Default exists
under the Loan, the Servicing Fee shall be payable each month for the term of the Loan from
interest payments received from the Borrower and will be deducted by the Servicer prior to
delivery of each Lender’s pro rata share thereof as provided in Section 8.1 of this Agreement.

To the extent payments received from the Borrower are insufficient to pay the full amount of any
Servicing Fees on a monthly basis, any unpaid Servicing Fee shall accrue in favor of the Servicer
unless and until the occurrence of a Transfer. Any accrued but unpaid Servicing Fees shall be
payable, at the Servicer’s election, either from future Loan Payments or Property Proceeds prior
to disbursements to the Lenders as provided in Section 8.2 or as a Loan Expense payable by
Lenders in accordance with Article VI.

5.2 Management Fee. In the event of a Transfer of the Security Property, the
Servicer will manage the Lenders’ interests in the Security Property and provide those services
outlined elsewhere in this Agreement. In consideration of such services, Servicer shall, as of the
date of the Transfer, be entitled a monthly management fee (the “Management Fee”) equal to
the greater of 1/12" of 1% of the unpaid principal balance of the Loan as of the date of the
Transfer, prorated for partial months; or (ii) $1,000 per year, prorated for partial months. To the
extent payments received from the Security Property are insufficient to pay Servicer the full
amount of the Management Fee payable hereunder on a current basis, the Management Fee shall
accrue in favor of the Servicer and shall be paid either from future Property Proceeds in
accordance with Section 8.2, hereof or as a Loan Expense payable by Lenders in accordance
with Article V1.

5.3  Property Management Fees. In the event of a Transfer of the Security Property
to the Lenders or a Transfer Entity, Servicer may act as the sole property manager for the
Lenders or the Transfer Entity or may engage a third party property manager to provide all or a
portion of such management services at Servicer’s direction. To the extent Servicer acts as the
property manager for the Security Property, Servicer shall be entitled to receive a property
management fee of up to 10% of the gross revenues realized from the leasing or operation of the
Security Property (the “Property Management Fee”), which Property Management Fee shall be
in addition to the Management Fee payable to the Servicer pursuant to subsection (b), above.
Such fees shall be reduced on a dollar for dollar basis (but not below zero) by any property
management fees payable to third parties providing such services at the Servicer’s direction.

5.4  Prepayment Penalties. Servicer shall collect and pass through all prepayment
penalties collected from Borrower by the Servicer under the Loan Documents; provided,
however, that following an Event of Default by the Borrower, all Post-Default Proceeds shall be
distributed in accordance with Section 15(b).

5.5  Late Charges and Late Fees. Servicer shall collect and pass through to the
Lenders all late charges and late fees collected from Borrower by the Servicer under the Loan
Documents; provided, however, that following an Event of Default by the Borrower, all Post-
Default Proceeds shall be distributed in accordance with Section 8.2.
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5.6 Default Interest. With respect to any default interest collected from Borrower by
Servicer under the Loan Documents, Servicer shall retain 60% of collected default interest and
shall pay to Lenders 40% of such collected default interest; provided, however, that following an
Event of Default by the Borrower, all Post-Default Proceeds shall be distributed in accordance
with Section 8.2. For the purposes of this Section 5.6, “default interest” shall mean the amount
of additional interest (i.e., the interest differential) collected upon default under the Loan
Documents to the extent it exceeds the regular stated interest rate under the Secured Note.

5.7  Brokerage Fee. If Servicer or Servicer acts as the mortgage broker in connection
with a refinance of all or any part of the Security Property in accordance with Section 4.3,
Servicer or Servicer shall be entitled to a brokerage fee equal to the lesser of (i) 6% of the total
amount of any refinance arranged by Servicer, or (ii) the amount of commission usual and
customary for the arranging of loans secured by properties similar to the Security Property. Such
a commission, together with all other costs relating to such a refinancing, shall be deducted from
the proceeds of such refinancing. Servicer’s brokerage fee will be reduced on a dollar for dollar
basis to pay any brokerage fees owing to third parties in connection with the refinance of the
Security Property, but not below zero.

5.8  Sales Commission. If Serviceror Servicer acts as the exclusive listing broker for
the sale of the Security Property, Servicer and/or Servicer shall be entitled to a sales commission
when all or any portion of the Security Property is sold equal to the lesser of (i) 6% of (ii) the
amount of commission usual and customary for the sale of properties similar to the Security
Property. Servicer’s sales commission, together with all other costs relating to such a sale, shall
be deducted from the proceeds of such sale. This sales commission shall be reduced on a dollar
for dollar basis to pay any sales commissions owing to third parties in connection with a sale of
the Security Property, but not below zero.

ARTICLE VI

LOAN EXPENSES AND ADVANCES

6.1 Loan Expenses. Each Lender shall be responsible for the payment of his, her or
its pro rata share of any Loan Expenses based upon such Lender’s Fractional Interest. So long as
there are sufficient Loan Payments or Property Proceeds available to pay all outstanding Loan
Expenses (including any Loan Expense Reserves established by the Servicer pursuant to
Section 6.2, below), each Lender’s share of such Loan Expenses shall be deducted from such
Loan Payments or Property Proceeds (or available Reserves) prior to any distribution of such
proceeds to the Lenders under Section 8.2, below. To the extent the Loan Payments and the
Property Proceeds are insufficient to pay any Loan Expenses, the Servicer may, in its sole
discretion and with no obligation to do so, advance the amounts required to pay the Loan
Expenses in accordance with Section 6.3, below, and/or require the Lenders to pay their share of
the Loan Expenses in accordance with the following provisions (a “Loan Expense Request”):

€)) Servicer shall provide each Lender with a written notice of the Loan
Expense Request (an “Expense Notice”), which Expense Notice shall include: (i) a budget of
the Loan Expense(s) to be paid with the proceeds of the Loan Expense Request; (ii) each
Lender’s pro rata share of such Loan Expense(s) (based on each Lender’s Fractional Interest)
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(each Lender’s “Loan Expense Share”); and (iii) the date the payment of each Lender’s Loan
Expense Share is payable to the Servicer (the “Loan Expense Due Date™).

(b) Failure of a Lender to make his, her or its Loan Expense Share by the

Loan Expense Due Date shall not be a default under this Agreement; however, in such event,

(1) Lender’s that have paid their Loan Expense Share (the “Priority Lenders”) shall have the
right to pay the unpaid portion of the Loan Expense(s) set forth in the Loan Expense Request
(based upon the relative Loan Expense Share amounts paid by such Lenders); and (ii) each of the
Priority Lenders shall have the right to the full return of their aggregate Loan Expense Shares
paid, plus interest thereon at the Priority Rate, prior to any distributions of Loan Payments or
Property Proceeds to the non-contributing Lenders in accordance with Section 8.2, below.

6.2 Loan Expense Reserves. If Servicer determines, in its reasonable judgment, that
Borrower has defaulted or is reasonably likely to default in its payment or other obligations
under the Loan Documents and that Loan Expenses are reasonably likely to be incurred to
enforce the rights of the Lenders thereunder, Servicer shall have the right (in addition to the
Servicer’s right to include adequate reserves as part of a Loan Expense Request) to retain in the
Trust Account an amount not to exceed three months’ interest under the Secured Note in order to
pay for such enforcement costs (“Loan Expense Reserves”).

6.3 Servicer Advances.

@) Servicer shall not advance or be obligated to advance its own funds to the
Lenders for any principal or interest owing under the Loan Documents. Servicer may, however,
in its sole discretion and without being so obligated to the Lenders, advance its own funds on
behalf of the Lenders to be applied towards any Loan Expenses payable in connection with the
Loan or the Security Property. Servicer shall notify each Lender promptly of any advances made
by the Servicer on behalf of the Lenders pursuant to this Section 6.3 (“Protective Advances”) by
giving the Lenders a written Expense Notice in accordance with Section 6.1(a) above and the
repayment of the Protective Advance shall thereafter be governed by the Loan Expense Request
provisions of Section 6.1, including the rights of Priority Lenders to make any shortfall payments
and to receive the priority distributions as set forth in Section 8.2. Any Protective Advances
made by the Servicer not paid by the Lenders under Section 6.1, shall be repayable to the
Servicer from distributions made in accordance with Section 8.2.

(b) Notwithstanding any provision to the contrary in this Agreement, the
Servicer shall have the authority, but not the obligation, to take any action otherwise subject to
the approval rights granted to the Lenders hereunder without the consent or approval of any
Lender or a Lender Majority so long as such action is deemed by the Servicer at the time the
action is taken to be (i) required for protection of the interests of the Lenders in the Loan or the
Security Property; and (ii) delaying such action in order to obtain the affirmative consent of the
Lender Majority under this Agreement would be to the detriment of the Lenders’ interests in the
Loan or the Security Property (an “Emergency Action”). Any expenses incurred by the
Servicer taking an Emergency Action shall be payable by the Lenders as a Protective Advance in
accordance with Section 6.3(a), above.
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ARTICLE VII

CONSENT RIGHTS

7.1  Actions Requiring Consent of Lender Majority. Except as provided in
Section (c), below, Servicer agrees that it shall not take any of the following actions without
receiving the prior written approval of a Lender Majority:

@) forbearing from filing a Notice of Default and Election to Sell under the
power of sale contained in the Deed of Trust (other than a forbearance or a loan extension as
described in Sections 3.2(b) and (c) above);

(b) forgiving any principal or regular interest owing under the Loan (but
Servicer shall have authority to waive or forgive late charges and default interest);

(c) modifying the terms of the Loan Documents (other than a forbearance or a
loan extension as described in Sections 3.2(b) and (c) above);

(d) conducting a judicial foreclosure (as opposed to foreclosure under the
power of sale) or take any action in furtherance thereof other than as necessary to conduct the
Member Foreclosure Meeting authorized in Section 3.4; or

(e) any other action expressly requiring the affirmative approval of a Lender
Majority under the terms of this Agreement.

7.2 Consent Notice. Servicer shall promptly relay to each Lender for such Lender’s
review and approval or disapproval the terms of any proposals discussed in this Article VII
which notice may be via email transmission given in accordance with Section 11.1, below. The
failure of Servicer to receive any Lender’s written disapproval of the terms of any proposals
within 10 days after the effective date of such notice (as set forth therein) or such later date set
forth in the Notice, shall be deemed to constitute such Lender’s disapproval of such terms.

ARTICLE VI

DISTRIBUTIONS

8.1  Pre-Default Distributions. All Loan Payments or Property Proceeds received by
Servicer shall be payable to the Servicer and the Lenders in accordance with the following:

@) Except to the extent reserved by the Servicer pursuant to Section 6.2, all
Loan Payments received prior to the occurrence of an Event of Default by the Borrower, shall be
distributed within 25 days of Servicer’s receipt thereof as follows:

Q) first, to the Servicer in the amount of the Servicing Fee payable to
the Servicer pursuant to Section 5.1 of this Agreement; and

(i) thereafter, to the Lenders pro rata in accordance with their
Fractional Interests.

67510004/399651v3 16



8.2 Post-Default Distributions. Following an Event of Default, any Loan Payments
or Property Proceeds collected by the Servicer shall be applied by the Servicer and/or paid to the
Lenders and the Servicer in the following order of priority:

@) first, to the Servicer in an amount equal to all accrued and unpaid
Servicing Fees, Management Fees or unpaid Protective Advances made by the Servicer and any
other fees reimbursements or other amounts payable to the Servicer pursuant to this Agreement;

(b) second, to the Priority Lenders in proportion to the relative Loan Expense
Share amounts paid by such Lenders until such Priority Lenders have received aggregate
distributions under this Section 8.2(b) equal to their entire Loan Expense Share amount, plus
interest thereon at the Priority Rate;

(©) thereafter, to the Lenders, pro rata (based upon their Fractional Interests).

ARTICLE IX

TERMINATION OF AGREEMENT

9.1 Termination by Notification. This Agreement may be terminated by the
Lenders or Servicer upon at least 30 days’ prior written notice to the other party, except that
Servicer may resign sooner with the consent of a Lender Majority. Termination by the Lenders
shall not be effective unless signed by a Lender Majority. Upon termination by Lenders or
Servicer, Lenders shall pay (or cause to be paid) to Servicer an amount equal to the sum of
(i) any and all Servicing Fees accrued but unpaid as of the termination date; plus (ii) any
Management Fees accrued but unpaid as of the termination date; plus (iii) any Protective
Advances and any other sums advanced by Servicer on behalf of the Lenders plus interest
thereon at the Priority Rate.

9.2  Automatic Termination. Unless sooner terminated pursuant to Section 9.1
above, this Agreement shall automatically terminate when (i) principal, interest and all other
sums owing under the Loan Documents have been paid in full; (ii) a Lender Majority shall have
accepted in writing other consideration in full satisfaction of all amounts owing to all Lenders
under the Loan Documents; or (iii) each and every Lender has assigned his, her or its Fractional
Interest in the Loan to a Transfer Entity governed by a Transfer Entity Agreement which
expressly terminates the terms of this Agreement.

ARTICLE X

LIMITATION OF LIABILITY; INDEMNIFICATION

10.1 Limitation of Liability. The Lenders hereby release Servicer and its affiliates
and their officers, directors, shareholders, employees and agents (“Servicer Parties”) from any
and all actions, liabilities, damages, claims, suits and demands of every kind, nature and
description that the Lenders may hereafter acquire against the Servicer Parties arising out of any
acts or omissions of the Servicer Parties under this Agreement, so long as the Servicer Parties are
acting in good faith under this Agreement, are not grossly negligent and have not engaged in
willful misconduct.
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10.2 Indemnification. Each Lender hereby agrees, but only to the extent of such
Lender’s Fractional Interest, to indemnify, defend and hold the Servicer Parties harmless from
and against any and all losses, claims, liabilities, costs and expenses threatened against or
incurred by the Servicer Parties not covered by insurance and arising out of or in connection with
any acts or omissions of the Servicer Parties under this Agreement, so long as the Servicer
Parties are acting in good faith under this Agreement, are not grossly negligent and have not
engaged in willful misconduct. The provisions of this Article X shall survive the termination of
this Agreement.

ARTICLE Xl

MISCELLANEOUS

11.1  Notices. All payments, notices and other documents or communication required
or contemplated under this Agreement shall be given in the manner provided as follows:

@) Notices from Lender to Servicer shall be made either by mail or by
electronic transmission (i.e., email) at the addresses set forth below:

BAYSIERRA FINANCIAL, INC.
1410 Neotomas Avenue, Suite 106
Santa Rosa, California 95405
(707) 544-5696

Attention:

Phone No.: ()

Facsimile No.: ()

Email: @

(b) Notices from Servicer to Lender shall be made at the address of such
Lender (including, as applicable, any email address) provided to Servicer in the Subscription
Agreement. Such addresses may be changed by giving notice to the Servicer of such change of
address in the manner provided herein.

(©) Unless otherwise notified by Lender that notifications and other
communications to Lender under this Agreement should not be made by email transmission,
Servicer may send all notices to Lender (including any proposed actions subject to the approval
of a Lender Majority) by email transmission unless Servicer determines, in its discretion, that
such notice or the information included therewith is too cumbersome or otherwise not
appropriate for such transmission. All email notifications made to Lender shall be sent to the
email address listed by the Lender in the Subscription Agreement or such other email address
provided to Servicer in the manner provided herein. Email transmission notifications shall be
deemed given 48 hours after the original email transmission was sent by the sender so long as
sender has not received a delivery default notification or similar notification of non-transmittal
within such two day period.

(d) Any payments, notices and other documents or communications not made
by email transmission pursuant to subsection (c), above, shall be deemed given (i) when hand-
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delivered, or (ii) 48 hours after being deposited with the United States Post Office, first class
mail, postage prepaid; or (iii) when received by confirmed facsimile transmission; or (iv) one
business day after being deposited with a nationally-recognized overnight courier service.

11.2 Return of Principal and Interest. Nothing contained in this Agreement or any
other agreement between the Lenders and the Servicer Parties with respect to the Secured Note
or the Security Property is intended, nor shall it be construed to be, as any type of representation,
warranty or guaranty whatsoever by the Servicer Parties that the Secured Note is collectible, that
any Lender shall ultimately receive his or her pro rata share of the entire unpaid principal
balance, accrued interest and costs with respect to the Secured Note and the Deed of Trust or that
the equity in the Security Property is sufficient to protect such Lender’s investment.

11.3 Responsibility for Payments. Servicer shall not be liable to any Lender for the
failure of such Lender to receive any payment, notice or other document or communication if
such Lender should change its address without notifying Servicer in the manner provided herein.
Should Servicer be put on notice by any Lender of conflicting claims as to the right to any
proceeds of such Lender’s Fractional Interest, Servicer may retain such proceeds, without
liability or interest thereon, until such time as Servicer is satisfied that such conflict is resolved,
or, in the alternative, Servicer may interplead the claimants and if Servicer so interpleads or if
Servicer is made a party to any other suit between such claimants, the Lenders agree that
Servicer may deduct from any amounts owing to such Lender with respect to his or her
Fractional Interest all costs, expenses and reasonable attorney’s fees suffered or incurred by
Servicer as a result thereof.

11.4 Assignment. This Agreement shall be binding on and shall inure to the benefit of
the parties hereto, and to their respective heirs, legal representatives, successors and assigns.
Fractional Interests are being offered and sold without registration under the Securities Act of
1933, as amended, and in reliance upon the exemption from such registration requirements for
intrastate offerings. Accordingly, the fractional undivided interests in the Secured Note cannot
be sold, assigned or otherwise transferred (i) for a period of nine months from the termination of
the offering for these fractional undivided interests, (ii) except to certain selected residents of the
State of California, and (iii) except as provided in Section 260.141.11 of the Rules of the
California Corporations Commissioner, without the consent of the Commissioner of
Corporations for the State of California. Additionally, no such sale, assignment or transfer shall
be valid until the assignee has executed a copy of this Agreement and Servicer has received this
executed copy.

11.5 Arbitration of Future Disputes. Any controversy or claim arising out of or
relating to this Agreement or its interpretation or enforcement shall be determined by binding,
confidential arbitration under the auspices, and in accordance with the then-existing commercial
arbitration rules and procedures, of JAMS, Inc. (“JAMS”). All arbitration and related
proceedings shall be conducted at JAMS’ office nearest Modesto, California. The proceedings
shall be governed by the then-existing commercial arbitration rules and procedures of JAMS.
Interpretation of this arbitration provision shall be governed by California law. The arbitrator
shall adjudicate all issues concerning arbitrability of the dispute, subject-matter and personal
jurisdiction, the interpretation or enforcement of this provision and any other issues regarding the
dispute, regardless of whether they involve factual or legal, or substantive or procedural, matters.
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All JAMS fees, deposits and other costs shall be borne equally by the parties and no party in the
arbitration proceeding shall be entitled to recover from the other party or parties any attorneys’
fees, costs, expert fees or consultant fees, or any other fees or costs incurred by such party in
connection with the arbitration proceeding, and the arbitrator shall have no authority to award
such fees or costs as a part of any award granted hereunder. Judgment on the award rendered by
the arbitrator may be entered in any Court having jurisdiction and the award may be enforced by
that Court. The parties acknowledge that by agreeing to arbitration, each of them is waiving the
right to have the dispute litigated in a Court or jury trial, and therefore, is waiving the attendant
rights of discovery, application of the rules of evidence and the right of appeal.

Initials:

[INSERT NAME] [INSERT NAME]

PLEASE NOTE: BY INITIALING IN THE SPACE ABOVE, THE PARTIES
AGREE TO SUBMIT ANY DISPUTE TO BINDING, CONFIDENTIAL
ARBITRATION AND WAIVE ANY RIGHTS TO LITIGATE THE DISPUTE
BEFORE A COURT OR A JURY OR ANY RIGHTS TO APPEAL. THE
PARTIES WARRANT THAT THEY HAVE ACCEPTED THE TERMS AND
CONDITIONS OF THIS ARBITRATION PROVISION VOLUNTARILY AND
SUBJECT TO THE INDEPENDENT ADVICE AND COUNSEL.

11.6 Governing Law. This Agreement shall be governed by and construed in
accordance with the laws of the State of California.

11.7 Counterparts; Third Party Beneficiaries. This Agreement and/or the signature
page hereto may be executed in any number of counterparts and each counterpart hereof shall
constitute an original document. In addition, this Agreement and all other Servicing Agreements
executed by Servicer and other Lenders with respect to the Loan shall all constitute one and the
same Agreement, and are acknowledged to have been entered into with the intent to benefit each
such other Lender. All such Agreements shall be enforceable by any one or more other Lenders
with respect to the Loan as if all Lenders were parties to the each such separate Servicing
Agreement.

ARTICLE XII

POWER OF ATTORNEY
12.1  Power of Attorney.

@ The Lenders hereby grant to Servicer an irrevocable special power of
attorney, coupled with an interest, to perform all acts that Servicer is authorized to perform on
behalf of the Lenders pursuant to this Agreement including, without limitation, the power and
authority to calculate and submit loan payoff demands, to receive loan payoffs on behalf of the
Lenders, to execute on behalf of Lenders any request for reconveyance of the Deed of Trust that
may be appropriate upon any such loan payoff, to execute any substitution of trustee under the
Deed of Trust that Servicer deems appropriate to enforce the terms of the Loan Documents, to
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take title to the Security Property as trustee or nominee for the Lenders, to cause title to the
Security Property to be taken in the name of all Lenders as tenants in common or in the name of
a Transfer Entity and to manage, encumber and sell the Security Property on behalf of the
Lenders as provided in this Agreement. Without limiting the foregoing, Servicer is expressly
authorized to do any of the following on behalf of all Lenders (subject to any applicable approval
rights (if any) of a Lender Majority if and to the extent expressly provided elsewhere in this
Agreement): execute requests for reconveyance, file notices of default, select a foreclosure
agent, make demands, request substitutions of trustees, seek a receiver, publish and record
notices of sale, file complaints, obtain judgments and deficiency judgments, seek relief from any
stay of foreclosure proceedings or defend any litigation which seeks to restrain such foreclosure
proceedings, accept reinstatements, execute subordination agreements, bid at a foreclosure sale
and otherwise conduct judicial or non-judicial foreclosure proceedings; file, prosecute and
defend legal actions and otherwise enforce the terms of the Loan Documents; employ attorneys,
accountants, appraisers and other third parties; obtain market studies and other reports; and enter
into contracts for and execute documents in connection with the refinancing, sale or operation of
the Security Property, including the execution of deeds of trust or grant deeds and entering into
subordination agreements with other lenders or lien holders on the Security Property.

(b) Lender acknowledges that the effect of granting the power of attorney set
forth above is to give the Servicer the right and authority to execute, on Lender’s behalf, all
documents required in the furtherance of Servicer’s obligations under this Agreement including,
but not limited to, any actions approved by a Lender Majority (if required), whether or not
Lender has approved of such action.

12.2  Reliance by Third Parties. Every document or instrument executed by Servicer
pursuant to the terms and provisions of this Agreement and the Loan Documents and in
connection with the Loan Documents or Security Property shall be conclusive evidence in favor
of every person relying upon or claiming under any said document or instrument: (i) that at the
time of the delivery thereof, the agency or trust created by this Agreement was in full force and
effect; (ii) that such document or instrument was executed in accordance with the terms,
conditions and limitations contained in this Agreement, and (iii) that Servicer was duly
authorized and empowered to execute and deliver every such document or instrument.

LENDER HAS READ CAREFULLY AND UNDERSTANDS THE FOREGOING
POWER OF ATTORNEY PROVISIONS AND THEIR EFFECT.

(INITIAL) (INITIAL)
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IN WITNESS WHEREOF, the parties have executed this Agreement as of the date first
set forth above.

SERVICER: BAYSIERRA FINANCIAL, INC.
a California corporation
By:
Its:
LENDER:
Name:
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EXHIBIT C

SUBSCRIPTION AGREEMENT
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EXHIBIT C

THE FRACTIONAL INTERESTS SUBJECT TO THIS SUBSCRIPTION AGREEMENT ARE
SECURITIES WHICH HAVE NOT BEEN REGISTERED UNDER THE SECURITIES ACT
OF 1933, AS AMENDED (THE "ACT"). SUCH INTERESTS MAY NOT BE OFFERED FOR
SALE, SOLD, TRANSFERRED, PLEDGED OR HYPOTHECATED TO ANY PERSON AT
ANY TIME IN THE ABSENCE OF AN EFFECTIVE REGISTRATION STATEMENT
COVERING SUCH SECURITIES UNDER THE ACT OR AN OPINION OF COUNSEL
SATISFACTORY TO BAYSIERRA TO THE EFFECT THAT SUCH REGISTRATION IS
NOT REQUIRED. IN ADDITION, IN NO EVENT MAY FRACTIONAL INTERESTS BE
OFFERED FOR SALE, SOLD, TRANSFERRED, PLEDGED OR HYPOTHECATED TO
ANY PERSON WHO IS NOT A RESIDENT OF CALIFORNIA FOR A PERIOD OF NINE
MONTHS FROM THE DATE OF THE LAST SALE THEREOF BY BAYSIERRA.

IT IS UNLAWFUL TO CONSUMMATE A SALE OR TRANSFER OF THE FRACTIONAL
INTERESTS, OR ANY INTEREST THEREIN OR TO RECEIVE ANY CONSIDERATION
THEREFOR, WITHOUT THE PRIOR WRITTEN CONSENT OF THE COMMISSIONER OF
CORPORATIONS OF THE STATE OF CALIFORNIA, EXCEPT AS PERMITTED BY THE
COMMISSIONER'S RULES.

SUBSCRIPTION AGREEMENT
BAYSIERRA FINANCIAL, INC.

This Subscription Agreement (the “Agreement”) is made pursuant to an offering
by BaySierra Financial, Inc. (“BaySierra”) of Fractional Interests in a loan (the “Loan”) as
described in the Offering Circular dated January 7, 2010, and delivered with this Agreement, as
supplemented and amended from time to time (the “Offering Circular”).

1. INDEMNITY. THE UNDERSIGNED AGREES TO INDEMNIFY AND
HOLD BAYSIERRA AND ITS AGENTS AND EMPLOYEES HARMLESS FROM AND
AGAINST ANY AND ALL CLAIMS, DEMANDS, LIABILITIES, AND DAMAGES
(INCLUDING, WITHOUT LIMITATION, ALL ATTORNEYS' FEES WHICH SHALL BE
PAID AS INCURRED) WHICH ANY OF THEM MAY INCUR, IN ANY MANNER OR TO
ANY PERSON, BY REASON OF THE FALSITY, INCOMPLETENESS OR
MISREPRESENTATION OF ANY INFORMATION FURNISHED BY THE UNDERSIGNED
HEREIN OR IN ANY DOCUMENT SUBMITTED HEREWITH.

2. REPRESENTATIONS AND WARRANTIES. The undersigned
represents and warrants as follows:

(@) | have received, read, and fully understood: (1) the Offering
Circular; (2) the Loan Servicing and Equity Interest Agreement attached as Exhibit A to the
Offering Circular; and (3) the Lender/Purchaser Disclosure Statement attached as Exhibit B to
the Offering Circular together with any additional disclosure documents included therewith
(collectively the “Disclosure Documents™). In making this investment | am relying only on the

67510004/402654v2 1



information provided in the Disclosure Documents and | have not relied on any statements or
representations inconsistent with those contained in the Disclosure Documents.

(b) I understand that the Fractional Interests are being offered and sold
without registration under the Securities Act of 1933, as amended in reliance upon the exemption
from such registration requirements for intrastate offerings. | acknowledge and understand that
the availability of this exemption depends in part upon the accuracy of the representations and
warranties contained herein, which | hereby make with the intent that they may be relied upon by
the BaySierra.

(c) My principal residence is in the State of California. Except as
hereafter provided, if 1 am acting as the trustee of a trust or on behalf of any other business
entity, both the principal office and the principal place of business of such trust or other entity
are located in the State of California. If | am acting as the trustee or custodian of a pension or
profit-sharing plan, Individual Retirement Account or other retirement plan and | am not a
resident of California, then all of the following requirements are satisfied: (i) all participants or
beneficiaries of such retirement plan have their principal residence in California; (ii) all
investment decisions regarding such plan are made by such resident participants and/or
beneficiaries; and (iii) | perform only ministerial functions with respect to the investment of plan
assets, with no independent authority or discretion to make investment decisions.

(d) I understand that any transfer of the Fractional Interests is subject
to the prior written consent of the California Commissioner of Corporations and to numerous
other restrictions described in the Offering Circular. 1 have liquid assets sufficient to assure
myself (i) that investment in these Fractional Interests will not cause me undue financial
difficulties and (ii) that I can provide for my current needs and possible personal contingencies
or, if I am the trustee of a retirement trust, that the limited liquidity of the Fractional Interests
will not cause difficulty in meeting the trust's obligations to make distributions to plan
participants in a timely manner.

(e) I understand that an investment in the Fractional Interests involves
certain risks, including those described in the Offering Circular.

()] I am 18 years of age or older.

(9) By virtue of my own investment acumen and experience or
financial advice from my independent advisors (other than any person from BaySierra), | am
capable of evaluating the risks and merits of an investment in the Fractional Interests.

(h) I am purchasing the Fractional Interests solely for my own
account, and not with a view to or for a sale in connection with any distribution of the Fractional
Interests.

3. PAYMENT OF SUBSCRIPTION PRICE. The full purchase price for
The Fractional Interests subscribed to hereunder is payable in cash concurrently with delivery of
this Agreement. | understand that my subscription funds will be held by an independent escrow
company in a segregated non-interest-bearing trust account at a financial institution selected by
BaySierra until my funds are needed by BaySierra to fund a loan.
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4, AUTHORIZATION. BaySierra is hereby authorized to release my

subscription funds and take all necessary action to close escrow on the Loan in strict compliance
with the terms of the Offering Circular and the other Disclosure Documents.

5. ADDITIONAL REPRESENTATIONS. The undersigned further

represents and warrants as follows:

(@) My net worth is as follows (check whichever is applicable):

(1) 1 have a net worth (exclusive of home, furnishings
and automobiles) of at least $250,000 plus an annual gross income of $65,000; or

(if) 1 have a net worth (exclusive of my home,
furnishings and automobiles) of $500,000; or

(iii) 1 am a trustee or other fiduciary of a fiduciary
account such as a pension or profit-sharing plan, Individual Retirement Account,
or 401(k) plan (an “ERISA Plan”), and the requirements of (i) or (ii) are met by
the ERISA Plan itself or, if the investment is being made on behalf of a plan
participant who has the power to direct the investment on his or her behalf, by
the plan participant for whose account the investment is being made; or

(iv) 1am a trustee or other fiduciary of a fiduciary
account other than an ERISA Plan (such as a family trust or a custodial account
for the benefit of a minor) (“Fiduciary Account”), and the requirements of (i) or
(i) are met by any of the following: (i) by the Fiduciary Account itself; (ii) by
the trustee or custodian if that person is the donor of the funds for investment; or
(iii) by the donor of the funds for investment if the only beneficiaries of the
Fiduciary Account are the donor’s ancestors, descendants or spouse.

(b)  The amount of my investment in the Fractional Interests as set

forth in this Agreement (check whichever is applicable):
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(i) does not exceed ten percent (10%) of my net worth
(exclusive of my home, furnishings and automobile); or

(it) if I am a trustee or fiduciary of an ERISA Plan, the
amount of the investment in Fractional Interests does not exceed ten percent
(10%) of the net worth of such ERISA Plan or, if the investment is being made
on behalf of a plan participant who has the power to direct the investment on his
or her behalf, ten percent (10%) of the net worth of the plan participant for whose
account the investment is being made; or

(iii) 1f 1 am a trustee of a Fiduciary Account, the amount
of the investment in Fractional Interests does not exceed ten percent (10%) of the
net worth of any of the following: (i) the Fiduciary Account itself; (ii) the
trustee or custodian if that person is the donor of the funds for investment; or (iii)



the donor of the funds for investment if the only beneficiaries of the Fiduciary
Account are the donor’s ancestors, descendants or spouse.

6. INVESTOR INFORMATION. (Please print or type)

(a) Contact Information. Please provide the name and address of the investor
or beneficial owner of the Fractional Interests including the individual contact
information where BaySierra should direct all payments and other information and
notifications:

, California 9
City Zip Code

Telephone (Home)  Telephone (Office)
Email Address: @

(b) Email Authorization. Please check and complete as applicable:

[] Please send non-payment information and requests to the email
address listed above.

] I prefer not to have correspondence sent via email transmission.
Please send all notice information to the address provided above.

(© Identifying Information. Please complete the following, as applicable.
(Investments by more than one of the following entities, even if related to each other or
controlled by the same person, require completion of a separate Subscription Agreement.)

Individual:

Name:
Address:

Soc. Sec. No.:

Individual Retirement Account (“IRA”)

Trustee:
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Address:

Tax 1.D. No.

Pension Profit Sharing Trust (“ERISA Plan”)
Individual:

Trustee: Tax 1.D. No. 94-

Address:

Corporation, Trust or Other:

Trustee: Trustee
Address: Address
Tax 1.D. No. 94- Tax 1.D. No. 94-

Corporation, Trust or Other:

Trustee

Address

CA9

Tax 1.D. No. 94-

Total Subscription Amount: $

IN WITNESS WHEREOF, the undersigned has caused this Agreement to be executed on
this __ day of , 2010.

Dated: , 200
(signature of Investor or Beneficial Owner)
(signature of Trustee, if any) (signature of Trustee, if any)
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[IF IRA OR ERISA PLAN, THEN BOTH TRUSTEE AND BENEFICIAL OWNER(S) MUST
SIGN.]

ACCEPTANCE

The foregoing Subscription Agreement is hereby accepted by BaySierra Financial, Inc., a
California corporation.

Dated: , 2010 BaySierra Financial, Inc.,
a California corporation

By:

Its:
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