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To the Members of 
Ignite Funding, LLC 

Independent Auditor's Report 

We have audited the accompanying financial statements of Ignite Funding, LLC which comprise 
the balance sheets as of December 31 , 2014 and 2013, and the related statements of operations, 
changes in equity, and cash flows for the years then ended , and the related notes to the financial 
statements. 

Management's Responsibility for the Financial Statements 

Management is responsible for the preparation and fair presentation of these financial statements 
in accordance with accounting principles generally accepted in the United States of America; this 
includes the design , implementation, and maintenance of internal control relevant to the 
preparation and fair presentation of financial statements that are free from material misstatement, 
whether due to fraud or error. 

Auditor's Responsibility 

Our responsibility is to express an opinion on these financial statements based on our audits. We 
conducted our audits in accordance with auditing standards generally accepted in the United 
States of America. Those standards require that we plan and perform the audit to obtain 
reasonable assurance about whether the financial statements are free from material misstatement. 

An audit involves perfom1ing procedures to obtain audit evidence about the amounts and 
disclosures in the financial statemeilts. The procedures selected depend on the auditor's judgment, 
including the assessment of the risks of material misstatement of the financial statements, whether 
due to fraud or error. In making those risk assessments, the auditor considers internal control 
relevant to the entity's preparation and fair presentation of the financial statements in order to 
design audit procedures that are appropriate in the circumstances, but not for the purpose of 
expressing an opinion on the effectiveness of the entity ' s internal control. Accordingly, we 
express no such opinion. An audit also includes evaluating the appropriateness of accounting 
policies used and the reasonableness of significant accounting estimates made by management, as 
well as evaluating the overall presentation of the financial statements. 
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We believe that the audit evidence we have obtained is sufficient and appropriate to provide a 
basis for our audit opinion. 

Opinion 

In our opinion, the financial statements referred to above present fairly, in all material respects, 
the financial position of Ignite Funding, LLC as of December 31, 2014 and 2013, and the results 
of its operations and its cash flows for the years then ended in accordance with accounting 
principles generally accepted in the United States of America. 

~~ t2u~ f ~ Uf 
Las Vegas, Nevada 
March 30, 2015 
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Ignite Funding, LLC 

Balance Sheets 

December 31, 2014 2013 

ASSETS 

Current assets 
Cash $ 416,855 $ 435,839 
Loan fees receivable 103,917 112,878 
Mortgage investments 739,380 157,105 
Related paity receivables 661 502 
Prepaid expenses and other assets 106,156 54,828 

1,366,969 761,152 

Security deposit 39,178 59, 178 
Prope11y and equipment, net 101,501 146,329 

$ 1,507,648 $ 966,659 

LIABILITIES AND EQUITY 

Current liabilities 
Accounts payable $ 133,141 $ 
Accrued payro11 97,124 72,913 
Deferred revenue 3,383 
Accrued ex2enses 134,039 142,504 

364,304 218,800 

Members' equity 1,143,344 747,859 

$ 1,507,648 $ 966,659 

The accompanying notes are an integral part of these financial statements. 
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Ignite Funding, LLC 

Statements of Operations 

Years ended December31, 2014 2013 

Revenue 
Loan fees $ 3,953,149 $ 2,972,204 
Interest 45,846 41,640 
Other 43,219 100,647 

4,042,214 3,114,491 

Expenses 
Compensa6on and payroll related expenses 1,697,242 1,402,730 
Adve1iising and promotion 28,638 116,320 
Rent 320,656 289,865 
Depreciation 54,031 51,037 
Office and administration 400,691 315,584 
Bank fees 20,630 27,267 
Telephone 2,817 3,493 
Postage and printing 18,211 32,851 
Professional fees 252,176 88,789 
Licenses and bonds 17,924 9,968 
Recording and title fees 924 2,815 
Taxes 12,106 5,343 
Meals and entertainment 6,387 27,655 
Travel 18,270 26,202 
Other 21,629 13, 129 

2,872,332 2,413,048 

Net income attributable to members - $ 1,169,882 $ 701,443 

The accompanying notes are an integral part of these financia l statements. 
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Balance, January 1, 2013 

Contributions 

Distributions 

· Net Income 

Balance, December 31, 2013 

Contributions 

Distributions 

Net income 

Balance, December 31, 2014 
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Ignite Funding, LLC 

Statements of Changes in Equity 

Members' 
Equity 

$ 628,732 

(582,316) 

701,443 

747,859 

(774,397) 

1,169,882 

$ 1,143,344 
The accompanying notes are an integral part of these financial statements. 
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Ignite Funding, LLC 

Statements of Cash Flows 

Years ended December 31 , 2014 2013 

Operating activities 
Net income $ 1,169,882 $ 701 ,443 
Adjustments to reconcile net income to 

net cash provided by operating activities 
Depreciation 54,031 51 ,037 
Change in assets and liabilities 

Loan fees receivable 8,961 (9,773) 
Related party receivables (159) 8,106 
Prepaid expenses and other assets (51,328) 7,504 
Security deposit 20,000 (9, 178) 
Accounts payable 133,141 (3 ,482) 
Accrued payroll 24,211 21 ,609 
Accrued expenses (8,465) (43 ,655) 
Def erred revenue (3,383) 3,383 

Cash ~rovided by o~erating activities 1,346,891 726,994 

Investing activities 
Net investment in real estate mortgages (582,275) (8, 130) 
Purchase of 12ro12erty and egui12ment {9,203} (132,220) 

Cash used in investing activities -- -- ( 59 l ,_~.?~) (140,350) 

Financing activities 
Distributions to members (774,397) (582,316) 

Cash used in financing activities (774,397} (582,316) 

Net increase (decrease) in cash (18,984) 4,328 

Cash, be~innin~ of ~eriod 435,839 431,511 

Cash, end of period $ 416,855 $ 435,839 

e accompanying notes are an integral part of these financial statements. 
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1. Summary 
of Significant 
Accounting 
Policies 

Ignite Funding, LLC 

Notes to Financial Statements 

Principal Business Activity 

Ignite Funding, LLC, (the Company) ongmates, brokers, and services first trust 
deeds for the acquisition, development, construction and refinancing of commercial 
and residential projects currently in Nevada, Utah, California, Colorado, Texas, 
Arizona, Missouri, and Florida. 

The Company's principal business activity is originating, brokering, and servicing 
first trust deeds for commercial customers, primarily in the construction and 
development segment. 

On April 1, 2013, the Company opened a branch office in Newport Beach, 
California. The office was opened specifically for the oppo1iunity for expansion and 
growth of new clients. All suppo1i services continue to be maintained in the Nevada 
office. 

Estimates 

The preparation of financial statements in conformity with accounting principles 
generally accepted in the United States of America requires management to make 
estimates and assumptions that affect the repo1ied amounts of assets and liabilities 
and disclosure of contingent assets and liabilities at the date of the financial 
statements and the repo1ied amounts of revenue and expenses during the reporting 
period. Actual results could differ from those estimates . 

Reclassifications 

Ce1iain reclassifications have been made in the presentation of the 201 3 financial 
statements to confonn to the 2014 financial statement presentation. 

Cash 

Highly liquid investments with original matunt1es of three months or less are 
considered to be cash equivalents. The Company places its temporary excess cash 
with high quality financial institutions. 
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1. Summary 
of Significant 
Accounting 
Policies 
(cont.) 

Ignite Funding, LLC 

Notes to Financial Statements 

Mortgage Investments 

M01igage investments generally consist of positions taken in individual trust deed 
investments, are collateralized by real estate, and are generally due within a year. 
M01igage investments are intended to be held to maturity, and accordingly are 
carried at cost, net of any unammiized deferred fees and costs, and any allowance for 
loan losses. The carrying value of these investments is adjusted for origination 
discounts/premiums, non-refundable fees and direct costs for originating loans which 
are am01iized into income over the terms of the loans using the effective yield 
method adjusted for the effects of estimated prepayments. The Company considers a 
loan to be non-performing when interest and/or principal payments are contractually 
past due. 

Property and Equipment 

Furniture and equipment are stated at cost. Depreciation is computed on a straight 
line method over estimated useful lives of 3-7 years for property and equipment 
listed on Note 3, and the sh01ier of the life of the asset or the term of the lease for 
leasehold improvements. 

Advertising 

The Company expenses adve1iising and related costs as incurred. 

Income Taxes 

The company is a Limited Liability Company (LLC) which provides that the income 
of the Company is passed on to be taxed to the members of the LLC. As a result, no 
income tax liability or expense has been recorded. 

Fair Value 

Fair value is defined as the price that would be received to sell an asset or paid to 
transfer a liability in an orderly transaction between market pa1iicipants at the 
measurement date. The Company has not elected for any of its assets or liabilities to 
be accounted for under Codification 825 Financial Instruments - Fair Value Option 
(ASC 825). Depending on the nature of the asset or liability, the Company uses 
various valuation techniques and assumptions when estimating fair value, which are 
in accordance with ASC 820, Fair Value Measurements and Disclosures (ASC 
820), when applicable. 
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1. Summary 
of 
Significant 
Accounting 
Policies 
(cont.) 

Ignite Funding, LLC 

Notes to Financial Statements 

Fair Value (continued) 

In accordance with ASC 820, the following fair value hierarchy was applied: 

Level 1 - Assets or liabilities for which the identical item is traded on an active 
exchange, such as publicly-traded instruments or futures contracts. 

Level 2 - Assets and liabilities valued based on observable market data for similar 
instruments. 

Level 3 - Assets or liabilities for which significant valuation assumptions are not 
readily observable in the market; instruments valued based on the best 
available data, some of which is internally developed, and considers risk 
premiums that a market paiiicipant would require . 

When determining the fair value measurement for assets and liabilities required or 
permitted to be recorded at fair value, the Company considers the principal or most 
advantageous market in which it would transact and consider assumptions that 
market patiicipants would use when pricing the asset or liability. In accordance with 
the standards, when valuing assets and liabilities, the Company applies the lowest 
level applicable. 
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1. Summary 
of 
Significant 
Accounting 
Policies 
(cont.) 

2. Mortgage 
Investments 

Ignite Funding, LLC 

Notes to Financial Statements 

Revenue Recognition 

Commercial loan brokerage fees are recognized as income when trust deeds are 
brokered and the related loans are funded. Servicing fees are recognized as earned 
throughout the term of the loan. The Company serviced approximately $68 million 
and $48 million at December 31, 2014 and 2013, respectively, of residential and 
commercial mo1igage loans for private investors. In the event of a non-performing, 
defaulted or foreclosed loan, past due maturity fees and other charges related to 
servicing of such commercial loans in default and foreclosure are recorded as 
revenue when earned as services are provided and deemed collectible. There were 
no non-performing, defaulted or foreclosed loans as of December 31, 2014. 

Interest income on perfonning mo1igage investments is recognized over the life of 
the investment and recorded on the accrual basis. Income recognition is suspended 
for mo1igage investments at the earlier of the date at which payments become 90 
days past due or when, in the opinion of management, a full recovery of interest and 
principal becomes doubtful. Income recognition would be resumed when the 
mo1igage investment becomes contractually current and performance 1s 
demonstrated to be resumed. 

Mortgage investments represent first lien pos1t10ns on acquisition, development, 
construction and refinancing loans. All of the Company's loans had fixed interest 
rates and provided for payment of interest only with a "balloon" payment of principal 
payable in full at the end of the loan term. As of December 31, 2014, m01igage 
investments consisted of five acquisition type loans totaling $484, 700 of which 
$141,200 is with a related party, five development type loans totaling $237,980, and 
one construction loan for $16,700. At December 31, 2013, mortgage investments 
consisted of six acquisition type loans totaling $127, 105, and one development loan 
for $30,000. 
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3. Property 
and 
Equipment 

4. Funds Held 
in Trust 

5. Retirement 
Plan 

Ignite Funding, LLC 

Notes to Financial Statements 

Prope1iy and equipment consisted of the fo11owing: 

December 31, 2014 

Computer equipment $ 109,434 
Office equipment 24,900 
Office furniture 173,596 
Vehicles 41,000 
Leasehold improvements 7,821 

356,751 
Less accumulated depreciation 255,250 

$ 101,501 

$ 

$ 

2013 

105,639 
24,900 

168, 1 88 
41,000 

7,821 
347,548 
201,219 

146,329 

Depreciation expense was $54,031 and $51,03 7 for 2014 and 2013, respectively. 

The Company had cash held in trust in the amount of $828,773 and $534,190 as of 
December 31, 2014 and 2013, respectively. These amounts represent funds on 
deposit from investors for future investment, prepaid interest from borrowers yet to 
be earned by investors, and overpayments of interest to be returned to the borrowers. 
Cash held in trust was segregated in separate bank accounts and excluded from the 
Company's assets and liabilities. Cash held in trust may exceed federally insured 
limits. 

The Company has a 401K retirement plan covering all employees meeting ce1iain 
eligibility requirements. During 2014, the Company matched 3%. The total 401 K 
matching expense was $37,814. During 2013, the Company made no discretionary 
contributions to the retirement plan. 
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Ignite Funding, LLC 

Notes to Financial Statements 

6. Related Party During 2014, the Company subleased office space to I Management Group, LLC, a 
Transactions related pa1iy entity. The agreement is month to month and is cancelable by either 

paiiy. In the event of default, the Company is required to give notice of default for 
non-payment, giving the tenants 30 days to cure the default. Prior to 2014, the 
Company subleased office space to RMB Real Estate, LLC, a related party, and the 
agreement was cancel led at the end of 2013. Related pa1iy rental income of $12,000 
was received each year in 2014 and 2013, under these agreements. 

During 2014 and 2013, the Company had amounts due from RMB Real Estate, LLC, 
I Management Group, LLC and Preferred Trust Company, LLC, related party 
entities, for the reimbursement of ce1iain operating expenses in the amount of $661 
and $502, respectively. The amounts were due upon demand and do not bear 
interest. As of December 31, 2014, the Company also had outstanding unsecured 
promissory notes with RMB Real Estate, LLC for $28,500 that bear interest at the 
yearly rate of 10%. There was approximately $1,000 interest due for these notes at 
the end of2014. 

During 2014 and 2013, respectively, the Company was the originator and servicer on 
one note for $810,000 and three notes totaling approximately $1.5 million for RMB 
Real Estate, LLC, a construction and development entity paiiially owned by 
management of the Company and therefore a related party. The Company received 
$52, 793 and $43,462 in origination, servicing and extension fees on these notes 
during 2014 and 2013, respectively. Three notes, (two of which were originated in 
2011 ), totaling $1.6 million were paid off during 2013 and one note originated in 
2013 for $340,000 had pay downs of $60,000 during 2013 and an additional 
$160,000 during 2014. 

During 2014 and 2013, respectively, the Company was the originator and servicer on 
four notes totaling $700,000 and eight notes totaling approximately $2.1 million for 
RMB Live Oak, LLC, a real estate holding company with common management and 
therefore a related party. The Company received $71,472 and $91,990 in 
origination, servicing and extension fees on these notes during 2014 and 2013, 
respectively. During 2014 and 2013, respectively, five notes totaling approximately 
$1.2 million and two notes, totaling $322,000 were paid off. In addition, the 
Compai1y held mo1igage investments of $19,200 and $58,200 in projects where 
RMB Live Oak, LLC was the borrower at December 31, 2014 and 2013, 
respectively. 
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6. Related Party 
Transactions 
(cont.) 

Ignite Funding, LLC 

Notes to Financial Statements 

During 2014 and 2013, respectively, the Company was the originator and servicer on 
five notes totaling approximately $1.3 million and five notes totaling $525,000 for 
RMB Citrus, LLC, a real estate holding company with common management and 
therefore a related party. The Company received $55,417 and $26,474 in 
origination, servicing and extension fees on these notes during 2014 and 2013, 
respectively. In addition, the Company held mo1igage investments of $122,000 and 
$26,000 in projects where RMB Citrus, LLC was the borrower at December 31, 
2014 and 2013, respectively. 

During 2014 and 2013, respectively, the Company was the originator and servicer on 
one note for $216,000 and three notes totaling $265,000 for LF Echo Ridge, LLC, a 
real estate holding company with common management and therefore a related party. 
The Company received $9,717 and $9,193 in origination, servicing and extension 
fees on these notes during 2014 and 2013, respectively. There were 2 notes totaling 
$130,000 and pa1iial pay downs of $74, 750 during 2014 and one note for $135,000 
was paid off during 2013. 

During 2014, the Company was the originator and servicer on one note for $518,000 
for RMB Deal 1, LLC, a real estate holding company with common management and 
therefore a related pa1iy. The Company received $15,316 in origination and 
servicing fees on this note during 2014. There was $80,000 in paiiial pay downs on 
this loan during 2014. 

As of December 31, 2014 and 2013, respectively, Preferred Trust Company, LLC, a 
related paiiy entity due to common ownership, held investments of approximately 
$2.5 and $2.4 million with the Company. Another related paiiy, 1IG Fund 1, LLC, 
with common management held approximately $1.3 million and $1.4 milJion of 
investments with the Company at December 31, 2014 and 2013, respectively. 

During 2014 and 2013, respectively, the Company paid $50,000 and $ 120,000 in 
consulting fees to a related party, ARJ Management. 
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7. Operating 
Leases 

8. Fair Value 

Ignite Funding, LLC 

Notes to Financial Statements 

The Company entered into a 5 year non-cancelab]e operating lease in October 2011, 
at a new office location in Las Vegas, Nevada. The ]ease provided for 10 months 
abatement at 50% of the first 12 months basic rent. The Company subleased 1,100 
square feet of their ]eased space to related pa1iies beginning November 1, 2011, 
resulting in rent income of $12,000 each year in 2014 and 2013, respectively. The 
Company entered into an additional 3 year non-cance]able operating lease in Apri] 
2013 in Newpo1i Beach, California. The ]ease provided for 1 month abatement of the 
first 12 months basic rent. The Company ]eases the following office equipment; copy 
machines, postage machine and telephones under non-cancelable operating ]eases 
expiring in April 2015, October 2015 and March 2016, respectively. The fol1owing is 
a schedule of future minimum rental payments under the office building leases and 
office equipment leases at December 31, 2014: 

Years Ending December 31 

2015 
2016 

$ 322,204 
198,278 

$ 520,482 

The office space rent expense was $309,296 and $277,160 and total expense for all 
operating leases were $320,656 and $289,865 for the years ended December 31, 2014 
and 2013, respectively. 

The fol1owing table summarizes the carrying values and the estimated values of 
financial instruments as of December 31, 2014 and 2013: 

December 31, 2014 December 31, 2013 

Carrying Estimated Canying Estimated 
Value Fair Value VaJue Fair Value 

Cash $ 416,855 $ 416,855 $ 435,839 $ 435,839 

M011gage 
Jn vestments $ 739,380 $ 739,380 $ 157,105 $ 157,105 

ln cases where quoted market prices are not available, fair values are based on 
estimates using present value or other valuation techniques. Those techniques are 
significantly affected by the assumptions used, including the discount rate, estimates 
of future cash flows and realization of col1ateral. Accordingly, the fair value 
estimates may not be realized in an immediate settlement of the instrument. The 
Company takes into account our own credit risk when measuring the fair value of our 
liabilities. 

15 

Ignite
 Fu

nding



8. Fair Value 
(cont.) 

Ignite Funding, LLC 

· Notes to Financial Statements 

The Company used the following methods and assumptions in estimating fair va]ue 
of each class of financial instrument: 

Cash: The carrying values of cash and sho1i-term instruments approximate fair 
value, due to the short-term nature of these items. 

Mortgage investments: Fair value is measured based upon the fair value of the 
underlying col1ateral or prope1iy less estimated costs to sell based upon the 
most recent appraisal available to management or recent transaction prices 
for similar col1ateral or propetiy, and as such, the carrying values of these 
instruments approximates fair value (mo1igage investments are classified 
within level 2 of the hierarchy). 

At December 31, 2014 and 2013, the Company did not have any assets or liabilities that 
are measured at fair value on a recurring basis. 

The Company has no assets or liabilities measured using non-observable inputs or 
level 3 valuation techniques. 
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