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CAUTIONARY NOTE REGARDING FORWARD-LOOKING STATEMENT S

Certain statements contained in this Form 10-QhafpBerd’s Finance, LLC, other than historical faotay be considered
forward-looking statements within the meaning @& faderal securities laws. Words such as “may,ll;wiexpect,” “anticipate,”
“believe,” “estimate,” “continue,” “predict,” or ber similar words identify forward-looking statenterForward-looking statements
appear in a number of places in this report, inalgdvithout limitation, “Management’s DiscussiondaAnalysis of Financial Condition
and Results of Operations,” and include statemmgfarding our intent, belief or current expectatnout, among other things, trends
affecting the markets in which we operate, our hess, financial condition and growth strategieshdugh we believe that the
expectations reflected in these forward-lookingesteents are based on reasonable assumptions, fbleaking statements are not
guarantees of future performance and involve r@sid uncertainties. Actual results may differ matérifrom those predicted in the
forward-looking statements as a result of vari@addrs, including but not limited to those setlidrt the “Risk Factors” section of our
Annual Report on Form 1B-for the year ended December 31, 2014, as fildd thie Securities and Exchange Commission. If drie
events described in “Risk Factors” occur, they ddwdve an adverse effect on our business, consatidimancial condition, results of
operations and cash flows.

When considering forward-looking statements, yoousth keep these risk factors, as well as the athationary statements in
this report and in our 2014 Form 10-K in mind. Yshould not place undue reliance on any forward{logpktatement. We are not
obligated to update forward-looking statements.




PART | — FINANCIAL INFORMATION
ITEM 1. FINANCIAL STATEMENTS

Shepherd'’s Finance, LLC
Interim Condensed Consolidated Balance Sheets

As of
September 3C December 31
201¢ 201/
(in thousands of dollars (Unaudited)
Asset:
Cash and cash equivale $ 1472 $ 55¢
Accrued interest on loa 11¢ 78
Deferred financing costs, t 623 63(
Loans receivable, n 10,33¢ 8,091
Foreclosed asst 93 -
Other assets 30 13
Total assets $ 12,67: $ 9,37¢
Liabilities and Members’ Capital
Customer interest escr $ 46 3 31¢
Accounts payable and accrued expe 42% 19¢
Notes payable secur 92t -
Notes payable unsecul 7,758 5,80z
Due to preferred equity member 25 -
Total liabilities 9,594 6,31¢
Commitments and Contingencies (Notes 4 al
Series B preferred equ 1,00(¢ 1,00(¢
Class A common equity 2,07¢ 2,057
Members’ capital 3,07¢ 3,051
Total liabilities and members’ capital $ 12,67¢ $ 9,37¢

The accompanying notes are an integral part oktirgsrim condensed consolidated financial statésnen
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Shepherd'’s Finance, LLC

Interim Condensed Consolidated Statements of Operiains — Unaudited

Three Months Endec

Nine Months Endec

September 3C September 3C

(in thousands of dollars) 2015 2014 2015 2014
Interest Income

Interest and fee income on lo. $ 45C $ 326 $ 1,23¢ $ 76¢

Interest expense 221 131 58C 28C

Net interest incorn 22¢ 197 65€ 48¢

Less: Loan loss provision 19 17 42 20

Net interest incon 21C 18C 614 46¢

Non-Interest Expenst

Selling, general and administrative 11F 87 384 28¢

Total non-interest expense 11E 87 384 28€
Net Income $ 95 $ 93 ¢ 23C $ 182
Earned distribution to preferred equity holder 25 — 75 -
Net income attributable to common equity holde $ 70 $ 93 $ 158 $ 182

The accompanying notes are an integral part oktirgsrim condensed consolidated financial statésnen




Shepherd'’s Finance, LLC
Interim Condensed Consolidated Statement of Changés Members’ Capital — Unaudited

Nine Months
Ended
(in thousands of dollars) September 30, 201
Member’ capital, as of December 31, 2( $ 3,057
Net incom 23C
Earned distributions to preferred equity ho (75)
Distributions to common equity holders (133)
Members’ capital, as of September 30, 2015 $ 3,07¢

The accompanying notes are an integral part oktirgsrim condensed consolidated financial statésnen




Shepherd'’s Finance, LLC

Interim Condensed Consolidated Statements of CashHdws — Unaudited

(in thousands of dollars)

Cash flows from operation:
Net incomu

Adjustments to reconcile net income to net caskigea by (used in) operating activit

Amortization of deferred financing co

Provision for loan loss

Net loan origination fees deferred (earr
Net change in operating assets and liabi

Other asse

Accrued interest on loa

Customer interest escr

Accounts payable and accrued expenses

Net cash provided by (used in) operating activities

Cash flows from investing activities
Loan originations and principal collections, net

Net cash provided by (used in) investing activities

Cash flows from financing activities
Distributions to membe
Proceeds from secured note pay
Repayments of secured note pay
Proceeds from unsecured notes pay
Redemptions of unsecured notes pay
Repayment of unsecured note pay
Deferred financing costs

Net cash provided by (used in) financing activities

Net increase (decrease) in cash and cash equis

Cash and cash equivalen
Beginning of period

End of period

Supplemental disclosure of cash flow informatio
Cash paid for intere

Non-cash investing and financing activitie
Earned but not paid distribution to preferred eghitlde!
Foreclosure of asst

Nine Months Endec

September 3C
2015 2014
23C $ 182
164 51
42 2C
9) (59)
(17 (6)
(41) (39)
15C (39
224 85
745 201
(2,369) (3,457)
(2,369 (3,459
(189 (77)
1,951 -
(1,026 -
2,97( 2,90¢
(644 (49)
(375) -
(157) (49
2,53¢ 2,731
91¢€ (520
55¢ 72z
1474 $ 20z
207 $ 9C
25 % =
93

The accompanying notes are an integral part oktirgsrim condensed consolidated financial statésnen




Information presented throughout these notes tantieeim condensed consolidated financial statem@dibaudited) is in thousands of
dollars.

1. Description of Business and Basis of Presentatio
Description of Business

Description of Busine

Shepherd'’s Finance, LLC and subsidiaries (the “Camyfy “we” or “our”) is a finance company that emgs in commercial lending to
residential homebuilders, financing constructiorsiofyle family homes and residential developmehe bans are extended to
residential homebuilders and, as such, are comaidocins. We primarily fund our lending and opemasi by continued issuance of
Fixed Rate Subordinated Notes (“Notes”) to the gangublic, which Notes are unsecured subordindtsat.

Basis of Presentatic

The accompanying (a) condensed consolidated batdremt as of December 31, 2014, which has beevedeiiom audited consolidat
financial statements, and (b) unaudited interimdemsed consolidated financial statements have fregared in accordance with
accounting principles generally accepted in thetdthStates of America (“U.S. GAAP”) for interim éincial information and the
instructions to Form 10-Q and Article 10 of RegigatS-X. While certain information and disclosuresmally included in financial
statements prepared in accordance with U.S. GAAR haen condensed or omitted pursuant to the amesegulations of the Securil
and Exchange Commission (“SEC”), management bedidva the disclosures herein are adequate to thekenaudited interim
condensed consolidated information presented ngleading. In the opinion of management, the unadditterim condensed
consolidated financial statements reflect all attents necessary for a fair presentation of theadated financial position, results of
operations and cash flows for the periods preseech adjustments are of a normal, recurring rafline results of operations for any
interim period are not necessarily indicative afulés expected for the fiscal year ending DecertieR015. These unaudited interim
condensed consolidated financial statements shmutédad in conjunction with the 2014 consolidatedrfcial statements and notes
thereto included in the Company’s Annual ReporForm 10-K as of and for the year ended Decembe2@14 (the “2014
Statements”). The accounting policies followed ly €Company are set forth in Note 3ummary of Significant Accounting Policies
the notes to the 2014 Statements.

Liquidity and Capital Resources

Our operations are subject to certain risks an@daities, particularly related to the concentraidf our current operations, the
majority of which are to a single customer and gapbic region, as well as the evolution of the entreconomic environment and its
impact on the United States real estate and housargets. Both the concentration of risk and th@nemic environment could directly
or indirectly cause or magnify losses related tade transactions and access to and cost of ateefipancing.




We currently have six sources of capital:

September 3C December 31

2015 2014

Capital Sourc

Purchase and sale agreem $ 92t % -

Secured line of credit from affiliat - -

Unsecured Notes through our Notes offe 7,25 5,42

Other unsecured de 50C 37t

Preferred equit 1,00¢ 1,00¢

Common equity 2,07¢ 2,057
Total $ 11,757 $ 8,85¢

Certain features of the purchase and sale agresramé added liquidity and flexibility, which halessened the need for the lines of
credit from affiliates. Eventually, the Companyeinds to permanently replace the lines of credtffitiates with a secured line of credit
from a bank or through other liquidity.

The Company’s anticipated primary sources of liguigoing forward are:

« The purchase and sale agreements, which should faloa significant increase in loan balances;

« The continued issuance of Notes to the generai@tibugh our second public Notes offering, whiekis declared effective
the SEC on September 29, 2015, and has been regisiad declared effective in 26 states as ofesdper 30, 2015.
began to advertise for our Notes offerings in MaP€i3 and received an aggregate of approximatelg587and $5,427
Notes proceeds as of September 30, 2015 and Dec&hp2014, respectively (net of redemptions). Wc#pate continuin
our capital raising efforts in the fourth quartadan 2016, focusing on the efforts that have profreitful;

« Interest income and/or principal repayments rel&ettie loans. The Comparsyability to fund its operations remains depen
upon the ability of our largest borrower, whosenlaammmitments represented 54% and 60% of our mitdtanding loz
commitments as of September 30, 2015 and Decenmbet(03 4, respectively, to continue paying inteeesd/or principal. TF
risk of our largest customer not paying intereshitgated in the short term by having an inteesstrow, which had a balar
of $395 and $249 as of September 30, 2015 and Desredl, 2014, respectively. While a default by thige customer cot
impact our cash flow and/or profitability in thenlp term, we believe that, in the short term, a alefaight impact profitability
but not liquidity, as we are generally not receiyvinterest payments from the customer while hesigopming (interest is beil
credited from his interest escro

« Funds borrowed from affiliated creditors.

We generated net income of $230 and $182 for the mionths ended September 30, 2015 and 2014, tegbhecAt September 30,
2015 and December 31, 2014, we had cash on ha$iti474 and $558, respectively, and our outstandéty totaled $8,678 and $5,8
respectively, of which $925 and $0 was securegheets/ely. The secured amount is from our purclzesksale agreements, which add
liquidity and allow us to expand our business. ASeptember 30, 2015 and December 31, 2014, the@intvat we have not loaned,
are obligated to potentially lend to our custoni®sed on our agreements with them, was $4,694 hidd% respectively. Our
availability on our line of credit from our memberas $1,500 at both September 30, 2015 and Dece3tib@014. Our members are
obligated to fund requests under our line of credit

Our current plan is to expand the commercial leggirogram by using current liquidity and availahlading (including funding from

our Notes program). We have anticipated the cddti®expansion and the continuing costs of maiirig our public company status,
and we anticipate generating, through normal opmrstthe cash flows and liquidity necessary totnoee operating, investing, and
financing requirements. As noted above, the threstsignificant factors driving our current plame the purchase and sale agreements,
continued payments of principal and/or interesbbylargest borrower, and the public offering ofté® If actual results differ materia
from our current plan or if expected financing & available, we believe we have the ability artéribto obtain funding and generate
net worth through additional debt or equity infusicf cash, if needed. There can be no assuraoaeyMer, that we will be able to
implement our strategies or obtain additional ficiag under favorable terms, if at all.




2. Summary of Significant Accounting Policies

Segment Reporting

We report all ongoing operations in one segmemtoercial lending.

Use of Estimates

The preparation of consolidated financial statesméntonformity with U.S. GAAP requires managenteninake estimates and
assumptions that affect the reported amounts eftassd liabilities and disclosure of contingersieds and liabilities at the date of the
interim condensed consolidated financial statemamdisthe reported amounts of revenues and expdaseg the reporting period.
Actual results could differ from those estimatess reasonably possible that market conditionddtdateriorate, which could materially

affect our consolidated financial position, resolt®perations, and cash flows. Among other effesuish changes could result in the
need to increase the amount of our allowance fom losses.
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Revenue Recognition

Interest income generally is recognized on an atdyasis. The accrual of interest is generallyatiioued on all loans past due 90 days
or more. All interest accrued but not collectedlé@ns that are placed on nonaccrual or chargeid offversed against interest income,
unless management believes that the accrued ihtemesoverable through liquidation of collateldakerest received on nonaccrual lo

is applied against principal. Interest on accruimpaired loans is recognized as long as such ldamot meet the criteria for nonaccrual
status.

Advertising

Advertising costs are expensed as incurred antheluded in selling, general and administrativeanges. Advertising expenses were
$11 and $1 for the nine months ended Septembe&(@® and 2014, respectively.

Cash and Cash Equivalents
Management considers highly-liquid investments witiginal maturities of three months or less tachsh equivalents.
Fair Value Measurements

The Company follows the guidance of the Financie¢@unting Standards Board (FASB) Accounting Statel&odification Topic
(ASC) 825 Financial Instrumentsand ASC 820Fair Value Measurement&SC 825 permits entities to measure many findncia
instruments and certain other items at fair valte objective is to improve financial reporting fmpviding entities with the opportunity
to mitigate volatility in reported earnings caussdmeasuring related assets and liabilities diffdyewithout having to apply complex
hedge accounting provisions. ASC 820 clarifies thatvalue is an exit price, representing the amid¢hat would be received to sell an
asset or paid to transfer a liability in an orddrbnsaction between market participants. Underdghidance, fair value measurements
not adjusted for transaction costs. This guidastabdishes a fair value hierarchy that prioritites inputs to valuation techniques used
to measure fair value. The hierarchy gives thedggpriority to unadjusted quoted prices in actharkets for identical assets or
liabilities (Level 1 measurements) and the lowekgdrly to unobservable inputs (Level 3 measuremeree Note 3.

Loans Receivable

Loans are stated at the amount of unpaid princiglof any allowances for loan losses, and adjuste(1) the net unrecognized port
of direct costs and nonrefundable loan fees assatiwsith lending, and (2) deposits made by thedwers used as collateral for a loan
and due back to the builder at or prior to loangfayr he net amount of nonrefundable loan origioatiees and direct costs associated
with the lending process, including commitment féesleferred and accreted to interest income theelives of the loans using a
method that approximates the interest method. Tdjenity of the Company’s loan balances are sechyetal estate in a suburb of
Pittsburgh, Pennsylvania. Accordingly, the ultimeddectability of a substantial portion of thesas is susceptible to changes in
market conditions in that area.

A loan is classified as nonaccrual, and the at¢@iliaterest on such loan is discontinued, whendantractual payment of principal or
interest becomes 90 days past due. In additiomaminay be placed on nonaccrual at any other timmeagement has serious doubts
about further collectability of principal or intesteaccording to the contractual terms, even thdhghoan is currently performing. A lo.
may remain on accrual status if it is in the preoafscollection or well-secured (i.e., the loan kafficient collateral value). Loans are
restored to accrual status when the obligatiomasight current or has performed in accordance thighcontractual terms for a
reasonable period of time and the ultimate collatita of the total contractual principal and inést is no longer in doubt.

A loan is considered impaired when, based on cuinéormation and events, it is probable that tlier@any will be unable to collect 1
scheduled payments of principal or interest whematicording to the contractual terms of the loaeement. Impaired loans, or
portions thereof, are charged off when deemed laxtdlle. Once a loan is 90 days past due, manageiegins a workout plan with t
borrower or commences its foreclosure process eicdlateral.
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Allowance for Loan Losses

The allowance for loan losses is maintained avel leelieved adequate by management to absorb lpilmsses inherent in the loan
portfolio.

We establish a collective reserve for all loanschtdre not more than 60 days past due at the eadjoérter. This collective reserve
takes into account both historical information angualitative analysis of housing and other ecordattors that may impact our future
realized losses. For loans to one borrower withrogtaed balances less than 10% of our total comuhittdances on all loans extende
all customers, we individually analyze for impaimball loans which are more than 60 days past titteeaend of a quarter. For loans to
one borrower with committed balances equal to eatgr than 10% of our total committed balanceslldnans extended to all
customers, we individually analyze all loans fotgmdial impairment. The analysis of loans, if reqdi includes a comparison of
estimated collateral value to the principal amafrthe loan. For impaired loans, if the value detieed is less than the principal amo
due (less any builder deposit), then the differaadecluded in the allowance for loan loss. Asues change, estimated loan losses may
be provided for more or less than the previousopernd some loans may not need a loss provisisedoan payment history. For
homes which are partially complete, we appraisaroas-is and completed basis, and use the onmtratclosely aligns with our
planned method of disposal for the property.

For loans greater than 12 months in age that aireictually evaluated for impairment, appraisals é&een prepared within the last 13
months. For all loans individually evaluated fopiarment, there is also a broker’s opinions of eallBOV”) prepared, if the appraisal
is more than six months old. The lower of any BO¥pared in the last six months, or the most reapptaisal, is used, unless we
determine a BOV to be invalid based on the comparsddes used. If we determine a BOV to be invadiel will use the appraised value.
Appraised values are adjusted down for estimatsts@ssociated with asset disposal. Broker’s opinfcselling price, currently valid
sales contracts on the subject property, or reptatee recent actual closings by the builder onilsir properties may be used in placi

a BOv.

Deferred Financing Costs, Net

We defer certain costs associated with financiniyidies related to the issuance of debt securtiederred financing costs). These costs
consist primarily of professional fees incurredatet! to the transactions. Deferred financing castsamortized into interest expense
over the life of the related debt. We make estiséde the average duration of future investmeritthdse estimates are determined to be
incorrect in the future, the rate at which we are#izing the deferred offering costs as interegtemse would be adjusted and could
have a material impact on the consolidated findrsté@ements.
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The following is a roll forward of deferred finangj costs:

Nine Months Nine Months
Ended Year Endec Ended
September 30, December 31, September 30,
201¢ 201< 201
Deferred financing costs, beginning bale $ 7371 $ 66 9 66<
Additions 157 68 48
Deferred financing costs, ending balg $ 894 $ 737 $ 71¢
Less accumulated amortization (271) (107) (71)
Deferred financing costs, net $ 625 $ 63C $ 647

The following is a roll forward of the accumulatechortization of deferred financing costs:

Nine Months Nine Months
Ended Year Ended Ended
September 3C December 31 September 3C
201t 201/ 201/
Accumulated amortization, beginning bala $ 107 $ 20 % 2C
Additions 164 87 51
Accumulated amortization, ending balance $ 271 $ 107 $ 71

Income Taxes

The entities included in the consolidated finanstatements are organized as pass-through enfitégs the Internal Revenue Code. As
such, taxes are the responsibility of the memigatiser significant taxes for which the Company @ble are recorded on an accrual
basis.

The Company applies ASC 74dcome TaxesASC 740 provides guidance for how uncertain tasitions should be recognized,
measured, presented and disclosed in the consadifiaancial statements and requires the evaluatidax positions taken or expected
to be taken in the course of preparing the Compgacghsolidated financial statements to determinethér the tax positions are “more-
likely-than-not”to be sustained by the applicable tax authorityx g@sitions with respect to income tax at the Laditiability Compan
level not deemed to meet the “more-likely-than-rtbteshold would be recorded as a tax benefit perge in the appropriate period.
Management concluded that there are no uncertaipdsitions that should be recognized in the cadatdd financial statements. With
few exceptions, the Company is no longer subjegidome tax examinations for years prior to 2012.

The Company’s policy is to record interest and ft@sarelated to taxes in interest expense on dnsalidated statements of operations.
There have been no significant interest or persa#tgsessed or paid.
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Risks and Uncertainties

The Company is subject to many of the risks comitodhe commercial lending and real estate industsech as general economic
conditions, decreases in home values, decreaseaising starts, and high unemployment. These nskigh could have a material and
negative impact on the Company’s consolidated firdtondition, results of operations, and castvélanclude, but are not limited to,
declines in housing starts, unfavorable chang@sénest rates, and competition from other lendétSeptember 30, 2015, our loans
were primarily concentrated in a suburb of PittgiwiPennsylvania, so the housing starts and pinicémst area are more significant to
our business than other areas if and until maadare created in other markets.

Concentrations

Financial instruments that potentially subject @mmpany to concentrations of credit risk consigtgpally of loans receivable. As of
September 30, 2015 and December 31, 2014, 54%Q#ndréspectively of our outstanding loan commitreernsist of loans to one
borrower, and the collateral is in one real estaeket.

Recent Accounting Pronouncements

The FASB has issued Accounting Standards UpdatéARLJ) 2015-03)nterest - Imputation of Interest (Subtopic 835:&implifying
the Presentation of Debt Issuance Co3$tse amendments in this ASU require that debtisse costs related to a recognized debt
liability be presented in the balance sheet asextdeduction from the carrying amount of thattditbility, consistent with debt
discounts. The recognition and measurement guidianaiebt issuance costs are not affected by ttendments in this ASU. For public
business entities, the amendments are effectiviinfancial statements issued for fiscal years b@dgmafter December 15, 2015, and
interim periods within those fiscal years. The Campis still evaluating the potential impact on @@mpany’s consolidated financial
statements.

3. Fair Value

Utilizing ASC 820, the Company has establishechenwork for measuring fair value under U.S. GAARgs hierarchy, which
requires the Company to maximize the use of obsévaputs and minimize the use of unobservablatsigair value measurements
are an exit price, representing the amount thaidvoe received to sell an asset or paid to traresfebility in an orderly transaction
between market participants. Three levels of inpuésused to measure fair value, as follows:

Level 1 — quoted prices in active markets for idmttassets or liabilities;

Level 2 — quoted prices in active markets for samidssets and liabilities and inputs that are olagde for the asset or liability;
or

Level 3 — unobservable inputs, such as discourdell ftow models or valuations.

A financial instrument's level within the fair valinierarchy is based on the lowest level of inpat ts significant to the fair value
measurement. The following describes valuation oafogies used for assets measured at fair value:

At September 30, 2015 and December 31, 2014, thep@oy had no assets measured at fair value orugirecbasis.
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Fair Value Measurements on a Mrecurring Basis

Impaired Loan

A loan is considered to be impaired when it is pib the Company will be unable to collect all pifral and interest payments due in
accordance with the contractual terms of the lagaerement. The analysis of impaired loans includesnaparison of estimated collate
value to the principal amount of the loan. If ttdue determined is less than the principal amouat(tess any builder deposit), then the
difference is included in the allowance for loaadoAs values change, estimated loan losses masobiEled for more or less than the
previous period. For homes which are partially ptate, we appraise on an as-is and completed fzagisise the one that more closely
aligns with our planned method of disposal for heperty. For loans greater than 12 months in hgeare individually evaluated for
impairment, appraisals have been prepared witlgidast 13 months. For all loans individually evadaafor impairment, there is also a
BOV prepared, if the appraisal is more than six themld. The lower of any BOV prepared in the Estmonths, or the most recent
appraisal, is used, unless we determine a BOV fouaid based on the comparable sales used. Hetermine a BOV to be invalid, we
will use the appraised value. Appraised valuesadjested down for estimated costs associated wihbtalisposal. Broker’s opinion of
selling price, currently valid sales contracts lo@ $ubject property, or representative recent hctosings by the builder on similar
properties may be used in place of a BOV. Faireastimates for impaired loans are classified aglL®

Assets measured at fair value on a nonrecurrinig lbas summarized below:

September 30, 201

Quoted
Prices in
Active Significant
Markets for Other Significant
Identical Observable Unobservable
Carrying Estimated Asset: Inputs Inputs
Amount Fair Value Level 1 Level 2 Level 3
Financial Asse
Impaired loan $ 62 $ 844 $ - $ - $ 844

There were no impaired assets as of December 34, 20

Fair Value of Financial Instrumen

ASC 825 requires disclosure of fair value inforraatabout financial instruments, whether or not geiped on the face of the balance
sheet, for which it is practicable to estimate tradtie. The following methods and assumptions weezl by the Company in estimating
the fair value of its financial instruments:

Cash and Cash Equivalents
The carrying amount approximates fair value becafisiee short maturity of these instruments.
Loans Receivable and Commitments to Extend Credit

For variable rate loans that reprice frequenthhwid significant change in credit risk, estimataid ¥alues are based on carrying
values at September 30, 2015 and December 31, Z8gdestimated fair values for other loans areutated by discounting the
future cash flows using current rates at which lsimoans would be made to borrowers with similadit ratings and the same
remaining maturities and approximate carrying valokthese instruments at September 30, 2015 andrbzer 31, 2014. For
unfunded commitments to extend credit, because theuld be no adjustment between fair value andg/icey amount for the
amount if actually loaned, there is no adjustmerthe amount before it is loaned. The amount fonritments to extend credit is
zero in the tables below because there is no diffar between carrying value and fair value, andiheunt is not recorded on the
consolidated balance sheets as a liability.
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Customer Interest Escrow

The customer interest escrow does not yield intéoethe customer, but because: 1) the customeslaee demand loans, 2) there is
no way to estimate how long the escrow will belacp, and 3) the interest rate which could be tseliscount this amount is
negligible, the fair value approximates the camywalue at both September 30, 2015 and Decemb&034,

Borrowings under Credit Facilities

The fair value of the Compars/borrowings under credit facilities is estimateddx on the expected cash flows discounted usa
current rates offered to the Company for debt efshme remaining maturities. As all of the borr@sinnder credit facilities or the
Notes are 1) payable on demand, 2) have a vaiiatielest rate, or 3) have interest rates similtgsréo what the Company can
borrow funds for today, the fair value of the beviags is determined to approximate carrying valuSeptember 30, 2015 and

December 31, 2014.

The table below is a summary of fair value estimébe financial instruments and the level of thie ¥alue hierarchy (as discussed

in Note 2) within which the fair value measuremearts categorized at the periods indicated:

September 30, 201

Quoted Pricet

in Active Significant
Markets for Other Significant
Identical Observable Unobservable
Carrying Estimated Asset: Inputs Inputs
Amount Fair Value Level 1 Level 2 Level 2
Financial Asse
Cash and cash equivale $ 147¢ % 147¢ % 1,47¢ - -
Loans receivable, n 10,33« 10,33¢ - - 10,33«
Foreclosed asst 93 93 93
Financial Liabilitie:
Customer interest escrt 46¢ 46€ - - 46¢
Notes payable secur 92t 92t - - 92t
Notes payable unsecul 7,758 7,752 - - 7,75:
December 31, 2014
Quoted Pricet
in Active Significant
Markets for Other Significant
Identical Observable Unobservable
Carrying Estimated Asset: Inputs Inputs
Amount Fair Value Level 1 Level 2 Level 2
Financial Asse
Cash and cash equivale $ 55¢ $ 55¢ $ 55¢ - -
Loans receivable, n 8,097 8,097 - - 8,097
Financial Liabilitie:
Customer interest escrt 31¢€ 31¢ - - 31¢&
Notes payable unsecul 5,80z 5,80z - - 5,80z
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4. Financing Receivables

Financing receivables are comprised of the follgwin

Commercial loans, gro

Less: Deferred loan fe

Less: Deposi

Less: Allowance for loan losses

Commercial loans, net

Roll forward of commercial loans:

Beginning balanc
Additions
Payoffs/Sale
Moved to foreclosed ass
Change in builder depo
Change in loan loss provisi
New loan fee
Earned loan fees

Ending balance

Commercial Construction and Development Loans

Pennsylvania Loar

September 30, December 31,

201¢ 201
$ 10,977 $ 8,601
(429) (43¢)
$ (187) $ (139)
27) (22)
$ 10,33¢ $ 8,09

Nine Months Endec

Year Ended Nine Months Endec

September 30, December 31, September 30,
201¢F 201¢ 201¢

$ 8,097 $ 4,04 $ 4,04t

7,00¢ 7,43: 5,33:

(4,589 (3,394 (1,73%)

(129 - -

(59) (99) (14€)

(5) (22) (20)

(452) (349 (281)

461 47€ 33€

$ 10,33¢ $ 8,097 $ 7,53:

On December 30, 2011, pursuant to a credit agreelnyesnd between us, Benjamin Marcus Homes, LLOVIB), Investor’'s Mark
Acquisitions, LLC (“IMA") and Mark L. Hoskins (“Hdsins”) (collectively, the “Hoskins Group”) (as anded, the “Credit
Agreement”), we originated two new loan assets,tor®VIH as borrower (the “BMH Loan”) and one to IM&s borrower (the “New
IMA Loan”). Pursuant to the Credit Agreement andgianeously with the origination of the BMH Loandathe New IMA Loan, we
also assumed the position of lender on an existiag to IMA (the “Existing IMA Loan”) and assumelget position of borrower on
another existing loan in which IMA serves as thedkr (the “SF Loan”). Throughout this report, wéerdo the BMH Loan, the New
IMA Loan, and the Existing IMA Loan collectively éise “Pennsylvania Loans.” When we assumed thdiposif the lender on the
Existing IMA Loan, we purchased a loan which wagioated by the borrower’s former lender, and assdithat lender’s position in the
loan and maintained the recorded collateral pasitiche loan. The borrower’s former lender andséker of the BMH property are the
same independent third-party. The BMH Loan, the Neé Loan, and the Existing IMA Loan are all crodsfaulted and cross-
collateralized with each other. Further, IMA andskios serve as guarantors of the BMH Loan, and Bivit Hoskins serve as
guarantors of the New IMA Loan and the Existing IM&an. As such, we are currently primarily relianta single developer and

homebuilder for our revenues.




In April, July, September, and December 2013, indflaand December 2014, and in March and June d&,20& entered into
amendments to the Pennsylvania Loans. As a reftiiese amendments, BMH was allowed to borrowHerdonstruction of homes on
lots 204, 205, and 206 of the Hamlets subdivisiut lats 2 and 5 of the Tuscany subdivision, bottated in a suburb of Pittsburgh,
Pennsylvania, and to borrow for the purchase o5 lot the Hamlets subdivision. As of September281,5, all of the construction loans
for homes extended by amendment to the credit ageehave been repaid. The lot loan for lot 5 enltamlets subdivision is still
outstanding.

As a result of these amendments to the Credit Agee¢, we converted $1,000 of the SF Loan from tepteferred equity. The new
preferred equity serves as collateral for the Pdaasia Loans. There is no liquid market for thefprred equity instrument, so we can
give no assurance as to our ability to generateaamyunt of proceeds from that collateral. We aéztuced the balance of the SF Loa
$125, which was added to the Interest Escrow, apdid the remaining $375 with cash. The interastoa the Existing IMA Loan was
raised to match the New IMA Loan.

Also as a result of these amendments to the CAggléement, we funded an additional $500 of inteesstow, we issued a letters of
credit to a sewer authority relating to BMH Loanigéhtotaled $97 and $155 as of September 30, 20d$@cember 31, 2014,
respectively (the “Letter of Credit"gnd we issued cash bonds for development with $68350 outstanding on September 30, 201¢
December 31, 2014, respectively. We also allowkdhafunded mortgage in the amount of $1,146 ¢éopbaced in superior position to
our mortgage, with the $1,146 proceeds being useeduce the balance of BMs$ibutstanding loan with us. The terms and conditiaf
the Pennsylvania Loans are set forth in furtheaitibelow.

A detail of the financing receivables for the Pemvenia Loans at September 30, 2015 is as follows:

Estimated
Funded tc collateral
Item Term Interest Rate Borrower values
COF +2%
BMH Loar Deman® (7% Floor

Land for phase 5 (10 acr. $ - % 1,07¢

Lots 717 1,8846)

Interest Escro 95C 39t

Loan Fe: 75C -

Cash Bond 582 582
Total BMH Loan 3,00( 3,941
IMA Loan:

COF +2%

New IMA Loan (loan fee Deman(® (7% Floor 25C -
COF +2%

New IMA Loan (advance Deman® (7% Floor 1,22: -
COF +2%

Existing IMA Loan Demand® (7% Floor) 1,687 2,924
Total IMA Loans 3,15¢ 2,92:
Unearned Loan F (165) -
SF Preferred Equity 1,02:®)
Total $ 599/ § 7,88¢
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A detail of the financing receivables for the Pefivenia Loans at December 31, 2014 is as follows:

Estimated
Funded to collateral
ltem Term Interest Rate borrower values
COF +2%
BMH Loar Demand® (7% Floor

Land for phases 4, and 5 (25 ac $ - $ 1,51¢

Lots 142 3747)

Interest Escro 45C 24¢

Loan Fe 75C -

Excess Paydov (22)®

Lot 2 Windemer 12€ 12€

Construction loan lot 5 Tusca 53¢ 932

Construction loan lot 2 Tuscany 49¢ 73€
Total BMH Loan 2,48( 3,93¢
IMA Loan:

COF +2%

New IMA Loan (loan fee Demand® (7% Floor 25C —
COF +2%

New IMA Loan (advance Demand® (7% Floor 1,491 -
COF +2%

Existing IMA Loan Demand® (7% Floor) 1,687 2,4843)
Total IMA Loans 3,42¢ 2,48¢
Unearned Loan Fi (322) -
SF Preferred Equi 1,00((®)
SF Loan Payable - 37&
Total $ 558t $ 7,79¢

() These are the stated terms; however, in pragiaesipal will be repaid upon the sale of each deped lot.

) These are the stated terms; however, in pragiigssipal will be repaid upon the sale of each deped lot after the BMH loan and
the New IMA loan are satisfied.

(3 Estimated collateral value is equal to the apprhiglue of the remaining lots of $2,976, net eftilet estimated costs to finish the
development of $217 and the second mortgage anod$75.

4) Estimated collateral value is equal to the apprhiglue of the remaining lots of $3,101, net eftilet estimated costs to finish the
development of $178.

) Excess Paydown is the amount of initial fundinghaf Interest Escrow and/or Loan Fee that has/hega kepaid to date. These
amounts are available to be reborrowed in the éutur

6) Estimated collateral value is equal to the loppraised value of $4,200 minus remaining improvemehn$1,010, net of the
outstanding first mortgage of $1,146 and a thirdtgage payoff of $160.

(") Estimated collateral value is equal to the loppraised value of $2,336 minus remaining improvemeh$656, net of the
outstanding first mortgage of $1,146 and a thirdtgage payoff of $160.

®) In the event of a foreclosure on the property Bagwcertain of our loans, a portion of our coltalds preferred equity in our
Company, which might be difficult to sell in orderreduce the loan balance.

©) The cash bond is in place to guarantee to thegbiprthat work will be completed on this proje®tie will fund this work and expect
to cancel the bond upon completion of the work.
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The loans are collectively cross-collateralized,dahdrefore, treated as one loan for the purposalefilating the effective interest rate
and for available remedies upon an instance ofultefas lots are released, a specific release psicepaid by the borrower, with 10%
that amount being used to fund the Interest Escitwe.customer will make cash interest payments whign the Interest Escrow is fu
depleted, except for construction funding for hopvesere the customer makes interest payments nyonthl

The Pennsylvania Loans created in 2011 had a $1¢@@0fee. The expenses incurred related to isshimdpans were approximately
$76, which were netted against the loan amount.réhmaining $924, which is netted against the glwas amount, is being recognized
over the expected life of the loans using the girialine method in accordance with ASC 310-R0nrefundable Fees and Other Costs
During 2013 and 2014, eight construction loantostame customer were executed with $162 in lozs) fehich fees were recognized
over the expected life of each advance.

The Company has a credit agreement with its latg@sbwer which includes a maximum exposure omhadie loans, as described in the
chart below. This limit does not include constrantloans or the cash bonds.

Commercial Loans — Real Estate Development Loatfdtior Summary

The following is a summary of our loan portfoliokailders for land development as of SeptembefB05. The Pennsylvania loans
below are included as part of the Pennsylvania kalscussed above.

Loan to
Number of Number of Value of Commitment Amount Value Loan
State Borrowers Loans Collateral® Amount Outstanding Ratio® Fee
Pennsylvani 1 3 $ 7,88¢ $ 6,311 $ 6,15¢ 78% $ 1,00(
Total 1 3 $ 7,88¢ $ 6,311 $ 6,15¢ 78% $ 1,00(

(1) The value is determined by the appraised valuesgatjufor remaining costs to be paid and third partytgage balances. Part of
this collateral is $1,025 of preferred equity amg@aid earnings distributions in and from our Compadrhere is no liquid market
for the preferred equity instrument, so we can giweassurance as to our ability to generate anyatrad proceeds from that
collateral

(@ The loan to value ratio is calculated by taking dliéstanding amount and dividing by the appraisade:

3 The commitment amount includes the Letter of Cradit the issued cash bonds, in addition to theitdiedt of $5,631 maximum
commitment amour

The following is a summary of our loan portfoliokiailders for land development as of December 8142 The Pennsylvania loans
below are included as part of the Pennsylvania kalscussed above.

Loan to
Number of Number of Value of Commitment Amount Value Loan
State Borrowers Loans Collateral Amount Outstanding Ratio® Fee
Pennsylvani 1 3 $ 5997 $ 4,9013) 4,74¢ 79% $ 1,00(
Total 1 3 $ 5997 $ 4,90 $ 4,74¢ 79% $ 1,00(

(1) The value is determined by the appraised valuesgatjufor remaining costs to be paid and third partytgage balances. Part of
this collateral is $1,000 of preferred equity im @ompany. There is no liquid market for the preddrequity instrument, so we
can give no assurance as to our ability to genamageamount of proceeds from that collat:

(@ The loan to value ratio is calculated by taking dliéstanding amount and dividing by the appraisade:

(3 The commitment amount includes a portion of theetatf credit which, when added to the current tautsing balance, is greater
than the $4,750 maximum commitment amount per tleeliCAgreemen
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Commercial Construction Loan Portfolio Summary

The following is a summary of our loan portfoliokiailders for home construction loans as of Sepa3b, 2015. Some of the
Pennsylvania loans are included as part of the 8dvamia Loans discussed above.

Loan to
Number of Number Value of Commitment Amount Value
State Borrowers of Loans  Collateral (V) Amount Outstanding Ratio® Loan Fee

Colorad( 1 4 $ 2,16( $ 1,51¢ $ 557 70% 5%
Delawart 1 1 83C 50C 66 60% 5%
Floride 2 4 1,43¢ 1,00¢ 747 70% 5%
Georgit 1 1 41¢€ 291 12¢ 70% 5%
Louisian: 1 2 844 623 624 74% 5%
New Jerse 1 2 51C 357 114 70% 5%
North Carolini 1 2 38t 27C 10€ 70% 5%
Pennsylvani 2 7 4,64¢ 2,65t 1,05¢ 57% 5%
South Carolina 2 20 2,997 2,13¢ 1,421 71% 5%
Total 12 43 $ 14,22: $ 9,35¢ $ 4,81¢ 66%3) 5%

(1) The value is determined by the appraised value.
(2 The loan to value ratio is calculated by takingt¢benmitment amount and dividing by the appraisddea
() Represents the weighted average loan to valueahthe loans.

The following is a summary of our loan portfoliokailders for home construction loans as of Decartie 2014. Some of the
Pennsylvania loans are included as part of the ®dvamia Loans discussed above.

Loan to
Number of Number Value of Commitment Amount Value Loan
State Borrowers of Loans  Collateral @) Amount Outstanding Ratio® Fee
Coloradt 1 1 $ 51t % 361 $ 68 70% 5%
Floride 1 2 68E 48C 404 70% 5%
Georgit 2 5 1,027 81C 34¢ 79% 5%
Louisian: 1 2 1,23( 861 62C 70% 5%
New Jerse 1 1 39C 273 25¢ 70% 5%
Pennsylvani 2 4 2,82¢ 1,85( 1,46 65% 5%
South Carolina 2 4 1,57 90C 78( 57% 5%
Total 10 19 $ 8,25( $ 553t $ 3,94:¢ 67%0G) 5%

(1) The value is determined by the appraised value.
(2) The loan to value ratio is calculated by taking¢benmitment amount and dividing by the appraisddea
() Represents the weighted average loan to valueahtiwe loans.

Credit Quality Information

The following table presents credit-related infotioa at the “class” level in accordance with AS@3M10-50,Disclosures about the
Credit Quality of Finance Receivables and the AHlaee for Credit Losse#\ class is generally a disaggregation of a pbafeegment.
In determining the classes, the Company considiiefinance receivable characteristics and methagwplies in monitoring and
assessing credit risk and performance.
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The following table summarizes finance receivalblgshe risk ratings that regulatory agencies witiz classify credit exposure and
which are consistent with indicators the Companyitaos. Risk ratings are reviewed on a regulardasd are adjusted as necessary for
updated information affecting the borrowers’ akitiv fulfill their obligations.

The definitions of these ratings are as follows:
. Pass — finance receivables in this category donaatt the criteria for classification in one of ttategories below.

. Special mention — a special mention asset extploitsntial weaknesses that deserve managementss atestion. If left
uncorrected, these potential weaknesses may, & &duare date, result in the deterioration of tegayment prospec

. Classified — a classified asset ranges from: lgtaghat are inadequately protected by the cusaumd worth and paying
capacity of the borrower, and are characterizethbydistinct possibility that some loss will be tsirsed if the deficiencies a
not corrected to 2) assets with weaknesses thag e@llection or liquidation in full unlikely on theasis of current facts,
conditions, and values. Assets in this classiftcatian be accruing or on non-accrual dependingp@evaluation of these
factors

Finance Receivables — By risk rating:

September 3C December 31

201¢F 201¢
Pas $ 9,711 $ 7,301
Special mentio 623 79¢€
Classified- accruin( - -
Classified — nonaccrual -
Total $ 10,33¢ $ 8,091
Finance Receivables — Method of impairment cal@anat
As of September 30, 201 As of December 31, 201
Finance Loan Loss Finance Loan Loss
Receivable Reserve Receivable Reserve
Performing loans evaluated individus $ 861 $ 22 % 5571 $ ilis
Performing loans evaluated collectiv 1,09¢ 4 2,52¢ 7
Non performing loans without a specific rese 623 1 - -
Non performing loans with a specific reserve - - - -
Total evaluated for loan loss $ 10,33¢ $ 27 $ 8,097 $ 22

At September 30, 2015 and December 31, 2014, there no loans acquired with deteriorated creditiyua
Impaired loans

The following is a summary of our impaired nonaetrtommercial construction loans as of Septembe2@05 and December 31,
2014. Allloans listed have a related allowanaddan losses.
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September 30, December 31,

201t 201¢

Unpaid principal balance (contractual obligatioonfr custome! $ 68t % =
Charge-offs and payments applied 61 —
Book valut 624 -
Related allowance 1 —

Value after allowance $ 62 $ —
Estimated collateral vali 844 -
Total charg-offs, payments applied, and allowance (covel 63 -
Coverage % (coverage divided by unpaid principédree 9% -

5. Borrowings

Purchase and Sale Agreeme

In December 2014, the Company entered into a pesechad sale agreement with 1st Financial Bank USéreby the purchaser may
buy loans offered to it by us, and we may be oldidgdo offer certain loans to purchaser. Purchiadeuying senior positions in the
loans they purchase, generally 50% of each loarth@ser generally receives the interest rate wegetthe borrower (with a floor of
10%) on their portion of the loan balance, and eeeive the rest of the interest and all of the lie@n We service the loans. There is an
unlimited right for us to call any loan sold, howeein any case of such call, a minimum of 4% ofdbmmitment amount of purchaser
must have been received by purchaser in interesteanust make up the difference. Also, the purehhas a put option, which is

limited to 10% of the funding made by purchaserarrall loans purchased in the trailing 12 months.

In April 2015, the Company entered into a purchese sale agreement with Seven Kings Holdings,(I7&ings”) as purchaser and the
Company as seller, whereby 7Kings buys loans ddféset by us, providing that their portions of leans always total less than $1,500.
7Kings may adjust the $1,500 with notice, but scichnge will not cause a buyback by us. 7Kings isrgupari-passu positions in the
loans they purchase, generally 50% of each loamg&generally receives a 9% interest rate ondtign of the loan balance, and we
receive the rest of the interest and all of the Ifees. We service the loans. There is an urdiniight for us to call any loan sold. This
transaction is accounted for as a secured lineeafitc

The purchase and sale agreements are detailed:below

September 30, 2015 December 31, 2014

Book Value of Due From Book Value of Due From

Loans which Shepherc's Loans whick Shepherc's
Served a Finance to Loar Served a Finance to Loar

Collateral Purchasel Collateral Purchasel

Loan purchaser

15t Financial Bank, US/ $ 1,59C $ 534 $ - 3 -
Seven Kings Holdings, Inc. 1,41¢€ 391 — =
Total $ 2,51¢ $ 92E % - $ -
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SF Loan

The SF Loan, under which we were the borrower, avasnsecured loan in the original principal amafr§1,500, of which $0 and $3
was outstanding as of September 30, 2015 and Demediitb2014, respectively. Interest on the SF La@mued annually at a rate of
5.0%. On December 31, 2014, the Company and th&ikk&roup entered into a series of agreementshyhimong other things, 1)
converted $1,000 of the SF Loan from debt to preteequity, 2) repaid $125 of the SF Loan and apdghose proceeds to increase the
Interest Escrow, and 3) required elimination of taimaining balance of the SF Loan with a cash paymgon the repayment of the
construction loan on lot 5, Tuscany. This repaynvegd made in the first quarter of 2015.

Unsecured Loan 7Kings

In August 2015, we entered into an unsecured nate#Kings, under which we are the borrower. Theerttas a maximum amount
outstanding of $500, of which $500 was outstandis@f September 30, 2015. Interest on the 7Kings &zcrues annually at a rate of
7.5%. The note is due on February 19, 2016 andbmgyepaid at any time without penalty. Interestlie at the end of each month, and
was $4 in the third quarter of 2015.

Notes Prograr

Borrowings through our public notes offering weig253 and $5,427 at September 30, 2015 and Dece3tb2014, respectively. The
effective interest rate on the borrowings at Sep&m30, 2015 and December 31, 2014 was 7.21% &6&6( respectively, not includi
the amortization of deferred financing costs. Treeelimited rights of early redemption. We genlgraffer four durations at any given
time, ranging anywhere from 12 to 48 months. Thiedang table shows the roll forward of our Note®gram:

Nine Months Nine Months
Ended Year Ended Ended
September 3C December 31 September 3C
201¢ 201¢ 201«
Notes outstanding, beginning of pel $ 5427 $ 1,73¢ $ 1,73¢
Notes issue 2,47( 4,11¢ 2,90¢
Note repayments / redemptions (644) (431) (49)
Notes outstanding, end of per $ 7,25¢ $ 5427 $ 4,59¢

The following table shows the maturity of outstargiNotes as of September 30, 2015.

Year Maturing Amount Maturing
201¢ $ 24
201¢ 1,67¢
2017 2,03¢
201¢ 2,141
2019 1,37¢
Total $ 7,25:
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6. Members’ Capital
There are currently two classes of units (clas®@®mon units and series B cumulative preferred hnits

The class A common units are held by two membeth of whom have no personal liability. All classcdmmon members have voting
rights in proportion to their capital account. Téevere 2,629 class A common units outstanding it $eptember 30, 2015 and
December 31, 2014.

The series B cumulative preferred units were issadde Hoskins Group through a reduction in theN®ke. They are redeemable only
at the option of the Company or upon a change wtrabor liquidation. Ten units were issued footat of $1,000. The series B units
have a fixed value which is their purchase pricel preferred liquidation and distribution rightgearly distributions of 10% of the

units’ value (providing profits are available) wile made quarterly. The Hoskins Group series B tatma preferred units are also used
as collateral for that group’s loans to the Compdrhere is no liquid market for the preferred eginstrument, so we can give no
assurance as to our ability to generate any amafyproceeds from that collateral.

There are two additional authorized unit classkesscA preferred units and class B profit unitsc®unlass B profit units are issued, the
existing class A common units will become classréf@rred units. Class A preferred units will reeepreferred treatment in terms of
distributions and liquidation proceeds.

The members’ capital balances by class are asafsilo

September 3C December 31

Class 201t 201¢

B Preferred Unil $ 1,00C $ 1,00(
A Common Units 2,07¢ 2,057
Members’ Capital $ 3,07¢ $ 3,057

7. Related Party Transactions
Notes and Accounts Payable to Affiliates

The Company has a loan agreement with two of diliaéés; however, at September 30, 2015 and Deeer®b, 2014, no amounts were
outstanding.

The Company has loan agreements with the Hoskingiias more fully described in Note SF Loan and Note 4 — Pennsylvania
Loans. Our debt to the Hoskins Group has been extingdisiThe Hoskins Group is our largest borrower.

The Hoskins Group has a preferred equity interefié Company, as more fully described in Note 6.
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The Company has accepted new investments undé&ates program from employees, managers, membersetatives of managers
and members, with $1,686 outstanding at Septenthe2®L5. The larger of these investments are eéelthiélow:

Weighted averag: Interest earned by investo
Amount invested as of interest rate as of duringhe nine month
Relationship tc September 3C December 31  September 3C period ended September 3
Investor Shepherc's Finance 201¢F 201 201¢ 201 201
Bill Myrick Independent Manag $ 161 $ 141 7.81% $ 9 % 6
Eric Rausche Independent Manag 50C 50C 7.0(% 27 26
Father of Independer
Joseph Rausct Manage 18¢ 18¢€ 8.0(% 12 6
Daughter in-law of
Leah Summe! Independent Manag 10C - 6.0(% 2 -
Son of Independent
R. Scott Summe Manage 20C 10C 6.7&% 8 4
Wallach Family
Irrevocable
Educational Tru: Trustee is Membi 20C 20C 7.0(% 11 4
David and Carole
Wallact Parents of Memb 111 111 8.0(% 7 6

8. Commitments and Contingencies

In the normal course of business there may beandstg commitments to extend credit that are ndtiated in the consolidated
financial statements. Commitments to extend craditagreements to lend to a customer as long esitheo violation of any condition
established in the contract. Commitments geneteliye fixed expiration dates or other terminaticausks and may require payment
fee. Since many of the commitments are expecteapoe without being drawn upon and some of theliiogn may come from the earl
repayment of the same loan (in the case of revgliires), the total commitment amounts do not nesély represent future cash
requirements. The financial instruments involveyaoying degrees, elements of credit and integdstrisk in excess of amounts
recognized in the consolidated financial statemértis Company evaluates each customer’s creditimadh on a case-by-case basis.
Unfunded commitments to extend credit, which har@lar collateral, credit risk and market risk tormutstanding loans, were $4,694
and $1,745 at September 30, 2015 and Decembe034, Bspectively.

In September 2013, the Company issued the firsewoéral Letters of Credit to a sewer authoritythe¢ato the BMH Loan. The
remaining Letter of Credit amount was $97 as oft&mper 30, 2015. Refer to the chart in Note@ommercial Loans — Real Estate
Development Loan Portfolio Summ for further details describing this commitment.

The property securing the BMH Loan is subject tnatgage in the amount of $1,146, which is heldJbyted Bank and guaranteed by
84 FINANCIAL, L.P. The balance on the loan to whigh subordinate is subtracted from the appraiskdevat the land in the land
valuation detail of the Pennsylvania financing reakles at September 30, 2015 and December 31,ia(0Mdte 4.

In December 2014, the Company entered into a psechad sale agreement with 1st Financial Bank USéreby the purchaser may
buy loans offered to it by us, and we may be oldiddo offer certain loans to purchaser. The pasehhas a put option, which is limi
to 10% of the funding made by purchaser undepalh$ purchased in the trailing 12 months. At Sep&r0, 2015 and December 31,
2014, the limit was $140 and $0, respectively.
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9. Non-Interest expense detalil
The following table displays our SG&A expenses:

For the Nine Months Ended

September 30,
2015 2014

Selling, general and administrative expens:

Legal and accountir $ 112 $ 114
Salaries and related exper 124 65
Board related expens 76 56
Advertising 11 1
Rent and utilitie 15 13
Printing 12 10
Other 33 27
Total SG&A $ 384 $ 28€

Printing costs are both for printing of investoiated material and for the filing of documents @lecically with the SEC.
10. Subsequent Events

Management of the Company has evaluated subseeguemts through November 5, 2015, the date thessotidated financial
statements were issued.

Under the Notes offering, the Company issued aitiaddl $458 subsequent to September 30, 2015 addddemptions of $22. The
total debt issued and outstanding pursuant to tite\offering as of November 5, 2015 is $7,689th@f$7,689, $2,004 is from
managers, members, and their respective affiliates.

One of our two loans in Louisiana which were listsdmpaired special mention loans as of SepteBMe2015 was taken back at a
foreclosure sale and is now real estate ownedlddrewas on our books for $400.

27




ITEM2. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINA NCIAL CONDITION AND RESULTS OF
OPERATIONS

(All dollar [$] amounts shown in thousands.)

The following Management’s Discussion and Analydi§inancial Condition and Results of Operationsudtt be read in
conjunction with our interim condensed consoliddtrdncial statements and the notes thereto coedagfsewhere in this report. The
following Management’s Discussion and Analysis ofdacial Condition and Results of Operations shaldd be read in conjunction
with our audited annual consolidated financialestagnts and related notes and other consolidateddial data included in the
Company’s Annual Report on Form 10-K as of andlieryear ended December 31, 2014. See also “Canfiddiote Regarding
Forward-Looking Statements” preceding Part I.

Overview

We were organized in the Commonwealth of Pennsydvian2007 under the name 84 RE Partners, LLC &iatd@ed our name
to Shepherd’s Finance, LLC (“we”, “our”, or the “@@any”) on December 2, 2011. We converted to a\ieia limited liability
company on March 29, 2012. Our business is focasetbmmercial lending to participants in the restas# construction and
development industry. We believe this market isanadrved because of the lack of traditional lendersently participating in the

market. We are located in Jacksonville, Floridar Guerations are governed pursuant to our operatjngement.

From 2007 through the majority of 2011, we werel#ssor in three commercial real estate leasesaniltien affiliate, 84
Lumber Company. Beginning in late 2011, we beganroercial lending to residential homebuilders. Qumrent loan portfolio is
described more fully in this section under the eaadingCommercial Construction and Development LoaN's have a limited
operating history as a finance company. We curydral/e two paid employees, including our Executiiee President of Operations.
We currently use our CEO to originate most of cewroans, and augment that with several peoplentmmwwe pay consulting fees. C
Board of Managers is comprised of Mr. Wallach améé¢ independent Managers—Bill Myrick, Eric Rauschad Kenneth R. Summers.
Our officers are responsible for our day-to-dayrapens, while the Board of Managers is responditM@verseeing our business.

The commercial loans we extend are secured by agesyon the underlying real estate. We extend emnite commercial
loans to small-to-medium sized homebuilders forghechase of lots and/or the construction of hotheseon. We also extend and
service loans for the purchase of undeveloped dawdthe development of that land into residentiglding lots. In addition, we may,
depending on our cash position and the opportsniti@ilable to us, do none, any or all of the felltg: purchase defaulted unsecured
debt from suppliers to homebuilders at a discoantl then secure that debt with real estate or atiitateral), purchase defaulted
secured debt from financial institutions at a disttp and purchase real estate in which we will afgeour business.

Our Chief Executive Officer, Daniel M. Wallach, haesen in the housing industry since 1985. He wa<CihO of a multbillion
dollar supplier of building materials to home beild for 11 years. He also was responsible forabatpany’s lending business for 20
years. During those years, he was responsiblééociteation and implementation of many securedmgngrograms to builders. Some
these were performed fully by that company, andesarare performed in partnership with banks. In galnéhe creation of all loans, a
the resolution of defaulted loans, was his resilityi whether the loans were company loans onsoia partnership with banks.
Through these programs, he was responsible farrdaion of approximately $2 billion in loans whigbenerated interest spread of $50
million, after deducting for loan losses. Throufk years, he managed the development of systemasdocing and managing the risks
and losses on defaulted loans. Mr. Wallach alsoresisonsible for that company’s unsecured debutitidérs, which reached over $300
million at its peak. He also gained experiencecicusing defaulted unsecured debt.

Loan assets increased at an annualized rate ofaBitlequity was essentially unchanged at Septenth@035 as compared to
December 31, 2014. Loan assets increased 100%cuityy increased 61% from December 31, 2013 to Déee 31, 2014. As of
September 30, 2015, we have 43 construction loanse states with twelve borrowers, and have texetbpment loans in Pittsburgh,
Pennsylvania. At the end of 2014, we enteredanparchase and sale agreement for portions ofoamsl We entered into a second
purchase and sale agreement in April of 2015. Wrai¢he program during the first quarter of 2015cWinas allowed us to increase
loan balances and commitments significantly in 2015
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We currently have six sources of capital:

September 3C December 31

2015 2014

Capital Sourc

Purchase and sale agreem $ 92t % -

Secured line of credit from affiliat - -

Unsecured Notes through our Notes offe 7,25 5,42

Other unsecured de 50C 37t

Preferred equit 1,00¢ 1,00¢

Common equity 2,07¢ 2,057
Total $ 11,757 $ 8,85¢

Certain features of the purchase and sale agresramé added liquidity and flexibility, which halessened the need for the lines of
credit from affiliates. Eventually, the Companyeinds to permanently replace the lines of credffitiates with a secured line of credit
from a bank or through other liquidity.

Critical Accounting Estimates

To assist in evaluating our consolidated finansiatements, we describe below the critical accagrdgstimates that we use. '
consider an accounting estimate to be criticgllif:the accounting estimate requires us to makengsisons about matters that were
highly uncertain at the time the accounting estéwaas made, and (2) changes in the estimate ghatasonably likely to occur from
period to period, or use of different estimates tix reasonably could have used, would have a rabigpact on our consolidated
financial condition or results of operations.

Loan Losse
Nature of estimates required

Loan losses, as applicable, are accounted fordiothe consolidated balance sheets and the coatadidtatements of
operations. On the consolidated statements of ipesa management estimates the amount of losseptare during the current year.
This current period amount incurred is referredgdhe loan loss provision. The calculation of @iowance for loan losses, which
appears on our consolidated balance sheets, reaisr® compile relevant data for use in a systeragproach to assess and estimate
the amount of probable losses inherent in our comialdending operations and to reflect that estedaisk in our allowance
calculations. We use the policy summarized aswdalo

We establish a collective reserve for all loansclitdre not more than 60 days past due at the eadjoérter. This collective
reserve takes into account both historical infofamaand a qualitative analysis of housing and o#ttemomic factors that may impact
our future realized losses. For loans to one bagramith committed balances less than 10% of o mammitted balances on all loans
extended to all customers, we individually analfgreémpairment all loans which are more than 60-dpast due at the end of a quarter.
For loans to one borrower with committed balanapsaéto or greater than 10% of our total committathnces on all loans extended to
all customers, we individually analyze all loans potential impairment. The analysis of loansetjuired, includes a comparison of
estimated collateral value to the principal amafrihe loan. For impaired loans, if the value d®eieed is less than the principal
amount due (less any builder deposit), then tHerdifice is included in the allowance for loan I@ssvalues change, estimated loan
losses may be provided for more or less than teeiqus period, and some loans may not need a tosgsipn based on payment
history. For homes which are partially complete,appraise on an as-is and completed basis, anth@sme that more closely aligns
with our planned method of disposal for the propert
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For loans greater than 12 months in age that areictually evaluated for impairment, appraisals éd&een prepared within the
last 13 months. For all loans individually evalubter impairment, there is also a broker’s opiniofgalue (“BOV”) prepared, if the
appraisal is more than six months old. The lowearof BOV prepared in the last six months, or thetmecent appraisal, is used, unless
we determine a BOV to be invalid based on the coaipa sales used. If we determine a BOV to be idyale will use the appraised
value. Appraised values are adjusted down for @déithcosts associated with asset disposal. Bro&pitson of selling price, currently
valid sales contracts on the subject propertyeprasentative recent actual closings by the buddesimilar properties may be used in
place of a BOV.

Appraisers are state certified, and are selectdadiyattempting to utilize the appraiser who cdeted the original appraisal
report. If that appraiser is unavailable or nobeffible, we use another appraiser who appraiséisetuin that geographic area. BOVs
are created by real estate agents. We try tosfiisict an agent we have worked with, and thehaiffails, we select another agent who
works in that geographic area.

Fair Value
Nature of estimates required

Currently, fair value of collateral has the potahto impact the calculation of the loan loss psavi most heavily. Specifically
relevant to the allowance for loan loss resenthéasfair value of the underlying collateral suppagtthe outstanding loan balances. Fair
value measurements are an exit price, represethtingmount that would be received to sell an agsehid to transfer a liability in an
orderly transaction between market participantse Bua rapidly changing economic market, an erfatiecsing market, the various
methods that could be used to develop fair valtimates, and the various assumptions that coulasbd, determining the collateral’s
fair value requires significant judgment.

Sensitivity analysis

September 30, 201

Loan Loss

Provision
Change in Fair Value Assumptiot Higher/(Lower)
Increasing fair value of the real estate collatbyaB0%?’ $ =
Decreasing fair value of the real estate collateyad0%** $ 73t

* Increases in the fair value of the real estatataral do not impact the loan loss provisionttasvalue generally is not “written up.”

**|f the loans were nonperforming, assuming a baakount of the loans outstanding of $10,334 andainevalue of the real estate
collateral on all outstanding loans was reduce8@%, a loan loss provision of $735 would be regilire

Other Loss Contingencies
Other loss contingencies are recorded as liatsliiben it is probable that a liability has beerumed and the amount of the
loss is reasonably estimable. Disclosure is requireen there is a reasonable possibility that thmate loss will exceed the recorded

provision. Contingent liabilities are often resalv@ver long time periods. Estimating probable legeguires analysis of multiple
forecasts that often depend on judgments abounpatactions by third parties such as courts,teatwrs, juries, or regulators.
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Accounting and Auditing Standards Applicabl¢‘Emerging Growth Companies”

We are an “emerging growth company” under the ribg@macted JOBS Act. For as long as we are an fgimg growth
company,” we are not required to: (1) comply witty mew or revised financial accounting standaras tiave different effective dates
for public and private companies until those stadslavould otherwise apply to private companiespfdyide an auditor’s attestation
report on management’s assessment of the effeetbeenf internal control over financial reportingguant to Section 404 of the
Sarbanes-Oxley Act, (3) comply with any new requieats adopted by the Public Company Accounting gkt Board, or the
PCAOB, requiring mandatory audit firm rotation oswpplement to the auditsrieport in which the auditor would be requireghtovide
additional information about the audit and the ficial statements of the issuer or (4) comply withi aew audit rules adopted by the
PCAOB after April 5, 2012, unless the SEC determionerwise. We intend to take advantage of sutdneed transition period. Since
we will not be required to comply with new or resilsaccounting standards on the relevant dates @hwadoption of such standards is
required for other public companies, our consoéddtnancial statements may not be comparablegditilancial statements of
companies that comply with public company effectiates. If we were to subsequently elect to insteaaply with these public
company effective dates, such election would evocable pursuant to Section 107 of the JOBS Act.

Other Significant Accounting Policies

Other significant accounting policies, not involgithe same level of measurement uncertaintiesoae ttiscussed above, are
nevertheless important to an understanding of tinsalidated financial statements. Policies rel&ectedit quality information, fair
value measurements, offsetting assets and liasilitelated party transactions and revenue rec¢ogméquire difficult judgments on
complex matters that are often subject to multgld recent changes in the authoritative guidaneda( of these matters are among
topics currently under reexamination or have rdgdigen addressed by accounting standard settdnsegnlators. Specific conclusions
have not been reached by these standard settdrepytoomes cannot be predicted with confidenceo Adee Notes 1 and 2 to our
consolidated financial statements, as they disaossunting policies that we have selected from @iedde alternatives.

Consolidated Results of Operations
Key financial and operating data for the three aim@ months ended September 30, 2015 and 2014&fa@th below. For a

more complete understanding of our industry, tlireds of our business, and our current period testhis discussion should be read in
conjunction with our consolidated financial statemseincluding the related notes and the otherimédion contained in this document.

Three Months Endec Nine Months Endec
September 3C September 3C

(in thousands of dollars) 2015 2014 2015 2014
Interest Income

Interest and fee income on lo $ 45C % 326 $ 1,23¢ $ 76¢

Interest expense 221 131 58C 28C

Net interest incorn 22¢ 197 65€ 48¢

Less: Loan loss provision 19 17 42 20

Net interest incon 21C 18C 614 46€

Non-Interest Expenst

Selling, general and administrative 11E 87 384 28€

Total non-interest expense 11% 87 384 28¢
Net Income $ 95 $ 93 $ 23C % 182
Earned distribution to preferred equity holder 25 - 75 -
Net income attributable to common equity holde $ 70 $ 93 % 158 $ 182

31




Interest Sprea

The following table displays a comparison of ouemast income, expense, fees and spread:

For the Three Months Endec For the Nine Months Endec
September 30, September 30,
(in thousands of dollar 201t 201¢ 201¢ 201¢
Interest Income * * * *
Interest income on loa $ 28¢ 11% $ 18¢ 10% $ 77¢ 11% $ 43z 9%
Fee income on loans 164 6% 14C 7% 457 7% 33€ 7%
Interest and fee income on lo. 45( 17% 32¢ 17% 1,23¢ 18% 76¢ 16%
Interest expense related par - 0% 1 0% - 0% 1 0%
Interest expense unsecu 13¢ 5% 101 5% 351 5% 22¢ 5%
Interest expense secu 27 1% - 0% 65 1% - 0%
Amortization offering costs 59 2% 29 2% 164 2% 51 1%
Interest expense 221 8% 131 7% 58( 8% 28( 6%
Net interest income (spre: 22¢ 9% 197 10% 65€ 10% 48¢ 10%
Weighted average outstanding loan asset bal $10,26( $ 7,50¢ $ 9,25¢ $ 6,41(

*annualized amount as percentage of weighted aeesatstanding gross loan balance
There are three main components that can impadhtarest spread:

« Difference between the interest rate received (mr loan assets) and the interest rate paid (asr dorrowings).The
loans we have originated have interest rates wdietbased on our cost of funds, with a minimum obfinds of 5 percent (%). The
margin is fixed at 2%. Future loans are anticipateble originated at approximately the same 2% maifithis component is also
impacted by the lending of money with no interesttdour equity). Our interest expense percentagefess than our actual borrowing
rate, as some of the funds we lend are funded bipyetipat has no borrowing cost. The differencentsen the interest income percent
and the interest cost percentage was 3% for tlee tund nine month periods ended September 30, Z8gXifference was 3% for the
three and nine month periods ended December 34, ZDdr interest expense rose as we brought in morey through our notes
offering at higher interest rates, and the ratekharged our customers went up accordingly. We dxpeaelationship between interest
income and expense for the remainder of 2015 weberally consistent with the first three quartdr015.

» Fee incomeFee income is displayed in the table above. Theldans originated in December 2011 had a net atgn
fee of $924. This fee is being recognized ovellitheof the loans. All of our construction loansvieaa 5% fee on the amount we commit
to lend, which is amortized over the expecteddifeach of those loans. In the future, we antteigaeating loans with fees ranging
between 4 and 5% of the maximum loan amount, andniieipate that our fee percentage in the remaiati2015 will remain at about
the same level it has been during the first thiggrtgrs of the year, approximately 7%.

» Amount of nonperforming asset®e had $623 and $0 of nonperforming loan assedeptember 30, 2015 and Decen
31, 2014, respectively. This impacted our grosarést recognized by approximately $19 per quanténe three quarters of 2015, or
0.75% annualized. On September 30, 2015 and Deae3ib2014, we carried cash balances of $1,4745&68, respectively. The 2014
cash balance was mostly the result of us receiitagge amount of loan payoffs late in the perad] such amounts not having been
used to fund loans to our customers before theoétite period. The 2015 cash balance is mostlytduew investment from investors,
payoffs being received and loan production beingeiothan needed to fully invest these funds. Tagaié the negative spread on unt
borrowed funds (idle cash), we use our line of itredhandle daily liquidity. We would like to hawesecured line of credit with a credit
limit of 20% of our loan assets, and generallyxarbalance of 10% of our loan assets on that Tihes way, as money comes in from
Notes or loan payoffs, it can be used to pay ddwerlihe, and as money goes out for Note redemptodsew loans created, money
be drawn on the line. This would help reduce argatige spread on idle cash. Certain features optiiehase and sale agreements have
added liquidity and flexibility, which have lesseie need for the lines of credit from affiliates/e have unfunded loan commitments
outstanding as of September 30, 2015 and Decenih@034 of $4,694 and $1,745, respectively.
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Loan Loss Provisic

Prior to the foreclosure sale in July, 2015 at \Wwhi@ took the properties into foreclosed assetdaethree nonperforming
loans to one borrower (foreclosure started in Fady,L2015). The loans were collateralized by bt tvere intended for construction,
but construction did not commence. We recordeshoome from these loans in 2015, and reserved &@6a7 in our loan loss reserve
for these loans in the three and nine month perodied September 30, 2015. We have recorded $85aimdthe three and nine month
periods ended September 30, 2015, respectively$anand $20 in the three and nine month periods@éSeptember 30, 2014,
respectively, in loss reserve related to our ctilleaeserve (loans not individually impaired). \Afgticipate that the collective reserve
will increase as our balances rise throughout ¢én@ainder of 2015.

SG&A Expenses

The following table displays a comparison of our8@GExpenses:

For the Three Months For the Nine Months

Ended September 30, Ended September 30,

201t 201¢ 201¢ 201/
Selling, general and administrative expens:
Legal and accountit $ 25 % 26 $ 118 % 114
Salaries and related exper 42 27 124 65
Board related expens 28 18 76 56
Advertising 1 1 11 1
Rent and utilitie 6 5 15 13
Printing 2 2 12 10
Other 11 8 33 27
Total SG&A $ 115 $ 87 $ 384 $ 28€

We had increases in payroll due to increased staffi 2015. We also had an increase in advertisimgh is being used to
create lending opportunities. Printing costs arh lhor printing of investor related material and foe filing of documents electronically
with the SEC. Our additional board member whichagided in March of 2015 has increased our boaatie@kexpense.

We anticipate SG&A costs for 2015 to continue tdhlggher than 2014. We expect payroll costs to pbdr due to additional
staffing, and our legal and accounting expensdswabt likely increase due to increased volume.

Consolidated Financial Position
Cash and Cash Equivalents

We try to carry a small cash balance. On Septe®B®eP015 and December 31, 2014, we carried casimtas of $1,474 and
$558, respectively. The 2014 cash balance was yntb&tlresult of us receiving a large amount of Ipayoffs late in the period, and si
amounts not having been used to fund loans to ugstomers before the end of the period. The 2015 lbakance is mostly due to new
investment from investors, payoffs being receivad] loan production being lower than needed ty falvest these funds. When we
create new loans, they typically do not have sigaift outstanding loan balances for several momtesanticipate loan production to
increase in the remainder of 2015.

Deferred Financing Costs, M

Gross deferred financing costs were $894 and $337 September 30, 2015 and December 31, 2014cateply. The
accumulated amortization of those costs was $2d1$407 as of the same dates. We expect that tiss gederred financing amount v
continue to increase over time as more of the ipatied financing costs are deferred when paid,eapensed over the life of the debt
associated with the financing using the effectivteriest method. We also expect that the accumudatextization will increase in the
remainder of 2015. Currently we can accept investsiunder our existing offering through Septen#$2017. We just finalized our
second offering, which generated most of the neferded financing costs in 2015.
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The following is a roll forward of deferred finangj costs:

Nine Months Nine Months
Ended Year Endec Ended
September 30, December 31, September 30,
201¢ 201< 201
Deferred financing costs, beginning bale $ 7371 $ 66 9 66<
Additions 157 68 48
Deferred financing costs, ending balg $ 894 $ 737 $ 71¢
Less accumulated amortization (271) (107) (71)
Deferred financing costs, net $ 625 $ 63C $ 647

The following is a roll forward of the accumulatechortization of deferred financing costs:

Nine Months Nine Months
Ended Year Ended Ended
September 3C December 31 September 3C
201t 201/ 201/
Accumulated amortization, beginning bala $ 107 $ 20 % 2C
Additions 164 87 51
Accumulated amortization, ending balance $ 271 $ 107 $ 71

Loans Receivab

In December 2011, we originated two new loans @sdimed a lender’s position on a third loan, whigt,of unearned loan
fees and loan loss reserve, had total balances,094 and $4,435 as of September 30, 2015 and Degedit, 2014, respectively (these
amounts do not include the construction loans maeti below). These loans were all to borrowersahagffiliated with each other, a
are cross-collateralized. Collectively, the devetlept loans and home construction loans to the barare referred to herein as the
“Pennsylvania Loans.” No individual impairment Heeen deemed necessary for these loans. The puwptheeloans was to develop
two subdivisions in a suburb of Pittsburgh, Penvesyla. The Hamlets subdivision is a five phasealaision of 81 lots, of which 45
have been developed and sold, 14 are developed,uhder development, and 15 are undeveloped @smgi€mber 30, 2015. The
Tuscany subdivision is a single phase 18 lot subidin, with 8 lots remaining as of September 3@,520A portion of the collateral of
the Pennsylvania Loans is preferred equity intsriesbur Company, which might be difficult to sillorder to reduce the loan balance

In April, July, September, and December 2013, imrdfiaand December 2014, and in March and June 204 &ntered into
amendments to the Pennsylvania Loans. As a reftiiese amendments, Benjamin Marcus Homes, LLC (BMvas allowed to
borrow for the construction of homes, and to borfomthe purchase of a lot. As of September 3052@ll of the construction loans for
homes extended by amendment to the credit agredmagatbeen repaid. The lot loan for lot 5 in theritéds subdivision is still
outstanding.
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As a result of these amendments to the Credit Ageex¢, we also issued letters of credit to a sewtragity relating to BMH
Loan which totaled $97 and $155 as of Septembe2@05 and December 31, 2014, respectively (thetéket Credit”), and we issued
cash bonds for development with $583 and $0 oulgtgron September 30, 2015 and December 31, 26%dectively. We also agreed
to allow for an additional cash bond of up to $32@ allowed a fully funded mortgage in the amoursh146 to be placed in superior
position to our mortgage, with the $1,146 procdselag used to reduce the balance of BMH'’s outstanltian with us. We chose to
allow the $1,146 pay down of our loan with a supemortgage because: (1) it has allowed for theefatevelopment of both the
Hamlets and Tuscany subdivisions, decreasing tteuathof risk time we will have; (2) it did not substially alter the amounts we have
at risk; and (3) it increased our return as a peegg®e of loan assets, as the Pennsylvania Loansdsbe paid down quicker. We also
funded increases in the interest escrow totalir@p$6

We have other borrowers, all of whom borrow mormtifie purpose of building new homes.
Commercial Loans — Real Estate Development Loatfdtior Summary

The following is a summary of our loan portfoliotiailders for land development as of Septembef8@5. The Pennsylvania
loans below are included as part of the Pennsydvhoans discussed above.

Loan to
Number of Number of Value of Commitment Amount Value Loan
State Borrowers Loans Collateral) Amount Outstanding Ratio® Fee
Pennsylvani 1 3 $ 7,88¢ $ 6,311 $ 6,15¢ 78% $ 1,00(
Total 1 3 $ 7,88¢ $ 6,311 $ 6,15¢ 78% $ 1,00(

(1) The value is determined by the appraised valuesgatjufor remaining costs to be paid and third partytgage balances. Part of
this collateral is $1,025 of preferred equity amghaid earnings distributions in and from our Comypdarhere is no liquid market
for the preferred equity instrument, so we can giweassurance as to our ability to generate anyatrad proceeds from that
collateral

(@ The loan to value ratio is calculated by taking dluéstanding amount and dividing by the appraisade:

(3 The commitment amount includes the Letter of Cradit the issued cash bonds, in addition to theitdiedt of $5,631 maximum
commitment amour

The following is a summary of our loan portfoliokiailders for land development as of December 8142The Pennsylvania
loans below are included as part of the Pennsydvhoans discussed above.

Loan to
Number of Number of Value of Commitment Amount Value Loan
State Borrowers Loans Collateral Amount Outstanding Ratio® Fee
Pennsylvani 1 3 $ 5997 $ 4,9013) 4,74¢ 79% $ 1,00(
Total 1 3 $ 5997 $ 4,90 $ 4,74¢ 79% $ 1,00(

(1) The value is determined by the appraised valuesgatjufor remaining costs to be paid and third pamtytgage balances. Part of
this collateral is $1,000 of preferred equity i @ompany. There is no liquid market for the preddrequity instrument, so we
can give no assurance as to our ability to genamageamount of proceeds from that collat:

(2 The loan to value ratio is calculated by taking dhigstanding amount and dividing by the appraissdes

() The commitment amount includes a portion of theetatf credit which, when added to the current mmding balance, is greater
than the $4,750 maximum commitment amount per tleeliCAgreemen
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Commercial Construction Loan Portfolio Summary

The following is a summary of our loan portfoliokiailders for home construction loans as of Sepab, 2015. Some of the
Pennsylvania loans are included as part of the 8dvamia Loans discussed above.

Loan to
Number of Number Value of Commitment Amount Value
State Borrowers of Loans  Collateral (V) Amount Outstanding Ratio® Loan Fee

Colorad( 1 4 $ 2,16( $ 1,51¢ $ 557 70% 5%
Delawart 1 1 83C 50C 66 60% 5%
Floride 2 4 1,43¢ 1,00¢ 747 70% 5%
Georgit 1 1 41¢€ 291 12¢ 70% 5%
Louisian: 1 2 844 623 624 74% 5%
New Jerse 1 2 51C 357 114 70% 5%
North Carolini 1 2 38t 27C 10€ 70% 5%
Pennsylvani 2 7 4,64¢ 2,65t 1,05¢ 57% 5%
South Carolina 2 20 2,997 2,13¢ 1,421 71% 5%
Total 12 43 $ 14,22: $ 9,35¢ $ 4,81¢ 66%3) 5%

(1) The value is determined by the appraised value.
(2 The loan to value ratio is calculated by takingt¢benmitment amount and dividing by the appraisddea
() Represents the weighted average loan to valueahthe loans.

The following is a summary of our loan portfoliokailders for home construction loans as of Decartie 2014. Some of the
Pennsylvania loans are included as part of the ®dvamia Loans discussed above.

Loan to
Number of Number Value of Commitment Amount Value Loan
State Borrowers of Loans  Collateral @) Amount Outstanding Ratio® Fee
Coloradt 1 1 $ 51t % 361 $ 68 70% 5%
Floride 1 2 68E 48C 404 70% 5%
Georgit 2 5 1,027 81C 34¢ 79% 5%
Louisian: 1 2 1,23( 861 62C 70% 5%
New Jerse 1 1 39C 273 25¢ 70% 5%
Pennsylvani 2 4 2,82¢ 1,85( 1,46 65% 5%
South Carolina 2 4 1,57 90C 78( 57% 5%
Total 10 19 $ 8,25( $ 553t $ 3,94:¢ 67%0G) 5%

(1) The value is determined by the appraised value.
(2) The loan to value ratio is calculated by taking¢benmitment amount and dividing by the appraisddea
() Represents the weighted average loan to valueahtiwe loans.

Financing receivables are comprised of the follgwin

September 3C December 31

201t 201«
Commercial loans, gro $ 10,977 $ 8,691
Less: Deferred loan fe (429 (438
Less: Deposi $ 187 $ (134
Less: Allowance for loan losses (27 (22)
Commercial loans, net $ 10,33« $ 8,091
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Roll forward of commercial loans:

Nine Months Endec  Year Endec  Nine Months Endec
September 3C December 31 September 3C

201¢ 201¢ 201/
Beginning balanc $ 8,097 $ 4,045 $ 4,04
Additions 7,00¢ 7,438 5,33
Payoffs/Sale (4,589 (3,399 (1,73
Moved to foreclosed ass (129 - -
Change in builder depo (53 (98 (14€)
Change in loan loss provisi (5) (22 (20
New loan fee (452) (349 (281)
Earned loan fees 461 47€ 33€
Ending balance $ 10,33« $ 8,097 $ 7,53:
Finance Receivables — Method of impairment calanat
As of September 30, 201 As of December 31, 201
Finance Loan Loss Finance Loan Loss
Receivable Reserve Receivable Reserve
Performing loans evaluated individus $ 8,611 $ 22 $ 5571 $ 15
Performing loans evaluated collectiv 1,09¢ 4 2,52¢ 7
Non performing loans without a specific rese 623 1 - -
Non performing loans with a specific reserve - - - -
Total evaluated for loan loss $ 10,33¢ $ 27 $ 8,097 $ 22

At September 30, 2015 and December 31, 2014, there no loans acquired with deteriorated creditijua

The following is a summary of our impaired nonaetrwommercial construction loans as of SeptembeB05 and December
31, 2014. All loans listed have a related alloveafor loan losses.

September 3C December 31

2015 2014

Unpaid principal balance (contractual obligatioonfr customel $ 68t % =
Charge-offs and payments applied 61 —
Book valut 624 -
Related allowance 1 —

Value after allowance $ 62 $ _
Estimated collateral val 844 -
Total charg-offs, payments applied, and allowance (covel 63 -
Coverage % (coverage divided by unpaid principédree 9% -

We have one customer with two loans currently neétosure. There is no specific reserve for thageloans, as we do not anticipate
incurring a loss on them. Those loans are in #mEeénber 2015 tables below as past due.
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Below is an aging schedule of loans receivablef & ptember 30, 2015, on a recency basis:

No. Unpaid
Accts. Balances %
Current loans (current accounts and accounts oohahbre than 50% of an
original contract payment was made in the last&®g] 44 3 9,711 94%
6C-89 day: - - 0%
9C-179 day - - 0%
180 or more days 2 623 6%
Subtotal 46 $ 10,33¢ 10C%
Interest only accounts (Accounts on which interésferment, extension and/or
default charges were received in the last 60 days) - $ — 0%
Partial Payment accounts (Accounts on which thed teteived in the last 60 day
was less than 50% of the original contractual migrmhyment. “Total received” ti
include interest on simple interest accounts, dkagdate charges on deferment
charges on pre-computed accounts.) - $ - 0%
Total 46 $ 10,33¢ 10(%
Below is an aging schedule of loans receivablef & ptember 30, 2015, on a contractual basis:
No. Unpaid
Accts. Balance: %
Contractual Terms - All current Direct Loans andeSdinance Contracts with
installments past due less than 60 days from dte 44 3 9,711 94%
6C-89 day: - - 0%
9C-179 day - - 0%
180 or more days 2 628 6%
Subtotal 16 3 10,33¢ 10C%
Interest only accounts (Accounts on which interésterment, extension and/or
default charges were received in the last 60 days) - $ — 0%
Partial Payment accounts (Accounts on which tha teteived in the last 60 day
was less than 50% of the original contractual migrihyment. “Total received” ti
include interest on simple interest accounts, dsagdate charges on deferment
charges on pre-computed accounts.) - $ — 0%
Total 46 $ 10,33« 10(%
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Below is an aging schedule of loans receivablef &eoember 31, 2014, on a recency basis:

Current loans (current accounts and accounts oohahbre than 50% of an
original contract payment was made in the last®gsi

6C-89 day:

9C-179 day

180-269 days

Subtotal

Interest only accounts (Accounts on which interésferment, extension and/or
default charges were received in the last 60 days)

Partial Payment accounts (Accounts on which thed teteived in the last 60 day
was less than 50% of the original contractual migrmhyment. “Total received” ti
include interest on simple interest accounts, dkagdate charges on deferment
charges on pre-computed accounts.)

Total

Below is an aging schedule of loans receivablef @&eoember 31, 2014, on a contractual basis:

Contractual Terms - All current Direct Loans andeSdinance Contracts with
installments past due less than 60 days from dte

6C-89 day:

9C-179 day

180-269 days

Subtotal

Interest only accounts (Accounts on which interésterment, extension and/or
default charges were received in the last 60 days)

Partial Payment accounts (Accounts on which tha teteived in the last 60 day
was less than 50% of the original contractual migrihyment. “Total received” ti
include interest on simple interest accounts, dsagdate charges on deferment
charges on pre-computed accounts.)

Total
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No. Unpaid
Accts. Balances %
22 % 8,097 10C%
- - 0%
- - 0%
- - 0%
22 $ 8,097 10C%
- 3 — 0%
- 3 - 0%
22 % 8,097 10C%
No. Unpaid
Accts. Balance: %
22 % 8,097 10C%
- - 0%
- - 0%
- - 0%
22 % 8,097 10C%
- $ — 0%
- 3 — 0%
22 % 8,097 10C%




Customer Interest Escrow

The Pennsylvania Loans called for a funded intersstow account (the “Interest Escrow”) which wasded with proceeds
from the Pennsylvania Loans. The initial fundingtbat Interest Escrow was $450. The balance agptegber 30, 2015 and December
31, 2014 was $395 and $249, respectively. To thenéthe balance is available in the Interest Bgcnaterest due on certain loans is
deducted from the Interest Escrow on the date Tlie Interest Escrow is increased by 10% of lot ffayan the same loans, and by
interest on the SF Loan (now extinguished) anddéiwds on borrower owned preferred equity. All @fsth transactions are noncash to
the extent that the total escrow amount does red aelditional funding. The Interest Escrow is alsed to contribute to the reduction
the $400 subordinated mortgage upon certain lessaf the collateral of that loan. In 2014, weaidm portion ($125) of an unsecured
note that we owed the borrower under the Pennsigdazans. That money was used to increase theekitEscrow. In 2015, we
increased the Interest Escrow by $500 by advarfcinds on one of the loans to that borrower.

Seven (7) and nine (9) other loans active as ofe®aper 30, 2015 and December 31, 2014, respectistyhave interest
escrows. The cumulative balance of all interestags other than the Pennsylvania Loans was $7%6&8ds of September 30, 2015
and December 31, 2014, respectively.

Roll forward of interest escrow:

Nine Months Year Nine Months
Ended Ended Ended
September 30, December 31, September 30,
201t 201/ 201/
Beginning balanc $ 31¢ $ 258 % 25t
+ SF Loan interest and preferred equity divide 57 75 5€
+ Additions from Pennsylvania Loz 532 31¢ 98
+ Additions from other loai 13t 15¢ 131
- Interest and feu (537) (489) (329)
- Repaid to borrower or used to reduce print (37 - -
Ending balance $ 46€ $ 31 $ 217

Notes Payable Unsecur

At the same time that we extended the PennsyMaoaas in December 2011, we assumed a note payable borrowing
customer for $1,500, which was the balance untdddaber 2014. This loan was unsecured and had the ggority as the Notes. It was
also collateral for the loans we extended to thst@mer. In December 2014, we converted $1,00bigiote payable to preferred eqr
and moved $125 of the note payable to the intessibw. In January 2015, we repaid the remainint $8 the borrower. In addition,
we owed $7,253 and $5,427 in Notes payable undeNotes offering as of September 30, 2015 and Dbeerdl, 2014, respectively.
August 2015, we borrowed $500 through a note withe® Kings Holdings, Inc. (“7Kings”), which is dieFebruary of 2016. We
expect our Notes payable unsecured balance toaseras we raise funds in our Notes offering.
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Purchase and Sale Agreeme

In December 2014, the Company entered into a paechad sale agreement with 1st Financial Bank USéraby the
purchaser may buy loans offered to it by us, ananag be obligated to offer certain loans to pureha®urchaser is buying senior
positions in the loans they purchase, generally 60%ach loan. Purchaser generally receives tleedst rate we charge the borrower
(with a floor of 10%) on their portion of the loéalance, and we receive the rest of the interesalof the loan fee. We service the
loans. There is an unlimited right for us to @adl/ loan sold, however in any case of such catljmmum of 4% of the commitment
amount of purchaser must have been received byasec in interest, or we must make up the diffexeAtso, the purchaser has a put
option, which is limited to 10% of the funding mdalepurchaser under all loans purchased in thingal2 months. This transaction is
accounted for as a secured line of credit.

In April 2015, the Company entered into a purchese sale agreement with 7Kings as purchaser an@dhgany as seller,
whereby 7Kings buys loans offered to it by us, pimg that their portions of the loans always tdésis than $1,500. 7Kings may adjust
the $1,500 with notice, but such change will natseaa buyback by us. 7Kings is buying pari-passitipas in the loans they purchase,
generally 50% of each loan. 7Kings generally reegi@ 9% interest rate on its portion of the lodarize, and we receive the rest of the
interest and all of the loan fees. We servicddhas. There is an unlimited right for us to @all loan sold. This transaction is
accounted for as a secured line of credit.

The purchase and sale agreements are detailed:below

September 30, 201 December 31, 201

Book Value of Due From Book Value of Due From
Loans which Shepherd’s Loans which Shepherd’s
Served a Finance to Loar Served a: Finance to Loar

Collateral Purchasel Collateral Purchasel

Loan purchasel

15t Financial Bank, US/ $ 1,59C $ 534 $ - 3 -
Seven Kings Holdings, Inc. 1,41¢€ 391 — -
Total $ 251¢ $ 92E % - $ -

Liquidity and Capital Resources

The Company’s anticipated primary sources of liguigoing forward are:

« The purchase and sale agreements, which should fatoa significant increase in loan balances;

« The continued issuance of Notes to the generali@tiivbugh our second public Notes offering, whichs declared effective
the SEC on September 29, 2015, and has been redisiad declared effective in 26 states as ofefdper 30, 2015.
began to advertise for our Notes offerings in Ma2€i3 and received an aggregate of approximatelg587and $5,427
Notes proceeds as of September 30, 2015 and Dec&hp2014, respectively (net of redemptions). WW8c#pate continuin
our capital raising efforts in the fourth quartadan 2016, focusing on the efforts that have prnofvaitful;

« Interest income and/or principal repayments rel&tettie loans. The Comparsyability to fund its operations remains depen
upon the ability of our largest borrower, whosenlammmitments represented 54% and 60% of our tmitdtanding log
commitments as of September 30, 2015 and Decembhet(34, respectively, to continue paying intesesd/or principal. TF
risk of our largest customer not paying interesniggated in the short term by having an inteeestrow, which had a balar
of $395 and $249 as of September 30, 2015 and Ow=redi, 2014, respectively. While a default by thige customer cot
impact our cash flow and/or profitability in thenlp term, we believe that, in the short term, a alefaight impact profitability
but not liquidity, as we are generally not recejyvinterest payments from the customer while hesifopming (interest is beil
credited from his interest escro

« Funds borrowed from affiliated creditors.
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We generated net income of $230 and $182 for the mionths ended September 30, 2015 and 2014, teghecAt Septembe
30, 2015 and December 31, 2014, we had cash ondid@1d474 and $558, respectively, and our outstendebt totaled $8,678 and
$5,802, respectively, of which $925 and $0 was ebuespectively. The secured amount is from ouchpse and sale agreements,
which add liquidity and allow us to expand our Imesis. As of September 30, 2015 and December 34, g amount that we have not
loaned, but are obligated to potentially lend to @ustomers based on our agreements with them$ha94 and $1,745, respectively.
Our availability on our line of credit from our méers was $1,500 at both September 30, 2015 anchiexe31, 2014.

Our operating cash flow was $743 and $201 for the months ended September 30, 2015 and 2014 ctespe. This large
increase is mostly due to three items. First, wtrhare recognition of deferred financing costshia 2015 period as compared to the
2014 period, $164 compared to $51. Second, ouraisttescrow increased by $150 in the first ninetimoof 2015 and decreased by $38
in the first nine months of 2014. Third, our accsupayable and accrued expenses increased $228B&nd the first nine months of
2015 and 2014 respectively. This item is mostlgiiest that investors in our Notes offering arereoeiving on a monthly basis (and
instead receiving interest on their interest). Ftoeease is due to a larger Notes balance.

Our current plan is to expand the commercial leggirogram by using current liquidity and availahlading (including
funding from our Notes program). We have anticigates costs of this expansion and the continuirggscof maintaining our public
company status, and we anticipate generating, ¢firoormal operations, the cash flows and liquidiggessary to meet our operating,
investing, and financing requirements. As notedvabthe three most significant factors driving ourrent plans are the purchase and
sale agreements, continued payments of principhlbamterest by our largest borrower, and the jguliffering of Notes. If actual resu
differ materially from our current plan or if exged financing is not available, we believe we htngeability and intent to obtain fundi
and generate net worth through additional debgaitg infusions of cash, if needed. There can bassurance, however, that we will be
able to implement our strategies or obtain addiidimancing under favorable terms, if at all.

Our business of borrowing money and re-lending generate interest spread is our primary usemifataesources. There are
several risks in any financing company of this ratand we will discuss significant risks here &od they relate to our Company and
what, if any, mitigation techniques we have or reayploy.

First, any financial institution needs to match thaturities of its borrowings with the maturitiefsits assets. The bulk of most
financial institutions’ borrowings are in the foiwh public investments or deposits. These genehallye maturities that are either set
periods of time, or upon the demand of the invédapositor. The risk is that either obligations eotue before funds are available to be
paid out (a shortage of liquidity) or that funde aepaid before the obligation comes due (idle casliescribed herein). To mitigate
these risks, we are not offering demand depositsribtance, a checking account). Instead, we ffeeireg Notes with varying maturitie
between one and four years, which we believe willdnger than the average life of the loans we extend. However, we have the
option to repay the Notes early, if we wish, withpanalty. These items protect us against thisafskatching of debt and asset
maturity.

Second, financial institutions must have daily igity on their debt side, to offset variations @ah balances on a daily basis.
Borrowers can repay their Notes at any time, aeg thill request draws as they are ready for themnther, construction loans are not
funded 100% initially, so there are contractuaigdtions on the lender’s part to fund loans inftiterre. Most financial institutions
mitigate this risk by having a secured line of @ré@m the Federal Reserve Bank. We have the s@kdrom customer repayments ¢
draws as banks, and we intend to mitigate thishyskbtaining a secured line of credit with a banlkther liquidity. Our current debt
financing consists of the two demand loans fromrmambers, our purchase and sale agreement, ansheecured Notes from the put
offering. The loan balance from our members on I8#phtember 30, 2015 and December 31, 2014 wash®0bdlance on our purchase
and sale agreements (which are treated like a sgdime of credit in our consolidated financiatstaents) was $925 and $0 as
of September 30, 2015 and December 31, 2014, riégplgc The loan balance on the SF Loan was $0%8Yh as of September 30, 2
and December 31, 2014, respectively, and the balanour note with 7Kings was $500 and $0 on tilsasee dates. The balance of ¢
from the Notes offering was $7,253 and $5,427 &apitember 30, 2015 and December 31, 2014, regplgctif we are able to
refinance the demand loans with a bank line ofitrae intend to maintain the outstanding balancé¢he line at approximately 10% of
our committed loan amount. Failure to refinancedémand loans in the future with a larger bank @iheredit may result in a lack of
liquidity, or low loan production. Future lines ofedit from banks will have expiration dates ordeenand loans, which will have risks
associated with those maturities.
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Third, financial institutions have the risk of s\min market rates on borrowing and lending, witieh make borrowing money
to fund loans to their customers or fund their afiens costly. The rates at which institutions barrow are not necessarily tied to the
rates at which they can lend. In our case, weeardihg to customers using a rate which varies nipmttth our cost of funds in order to
mitigate this risk. However, we are still opente tisk of not being able to originate new loana edte that would be profitable because
such rate would not be competitive in the markatl of lending may cause us to repay Notes eadyl@se interest spread dollars,
hurting our profitability and ability to repay.

We currently generate liquidity (or may in the frglfrom:

o o o o o o

O

proceeds from the Notes and other unsecured

proceeds from our purchase and sale agreer

repayments of loan receivabl

interest and fee incon

borrowings in the form of the demand loans from m@mbers
borrowings from lines of credit with banks (notglace yet)
sale of property obtained through foreclosure (rntorgate); an

other sources as we determine in the fu

We currently (or may in the future) use liquidity t

o o 0O

pay Notes on their scheduled due date and Notésvthare required to redeem ec
make interest payments on the Nc¢
make payments on other borrowings, including Idems affiliates; an

to the extent we have remaining net proceeds aaegquade cash on hand, fund any one or more of tloaviag
activities

O to extend commercial construction loans to homeleud to build single or mulfamily homes or develc
lots;

to make distributions to equity owners, includihg preferred equit
for working capital and other corporate purpa

to purchase defaulted secured debt from finane#itutions at a discoul

o o o g

to purchase defaulted unsecured debt from suppberemebuilders at a discount and then securétit w
real estate or other collatel

O to purchase real estate, in which we will operatebusiness; at

O to redeem Notes which we have decided to redeewn forimaturity

The Company’s anticipated primary sources of liguigoing forward are the purchase and sale agraneontinued issuance
of Notes to the general public, interest income piacipal repayments related to loans it exteadsyell as funds borrowed from
affiliated creditors. Therefore, the Company’s ifpilo fund its operations is dependent upon tresseces of liquidity.
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Inflation, Interest Rates, and Housing Starts

Since we are in the housing industry, we are affibbly factors that impact that industry. Housiragtstimpact our customers’
ability to sell their homes. Faster sales meandrigffifective interest rates for us, as the recagnivf fees we charge is spread over a
shorter period. Slower sales mean lower effectiverest rates for us. Slower sales are likely todase the default rate we experience.

Housing inflation has a positive impact on our gpens. When we lend initially, we are lending ageatage of a home’s
expected value, based on historical sales. If testimates prove to be low (in an inflationary nedykthe percentage we loaned of the
value actually decreases, reducing potential lossetefaulted loans. The opposite is true in aatiefhary housing price market. It is our
opinion that values are low in many of the housimaykets in the U.S. today, and our lending agdirege values is much safer than
loans made by financial institutions in 2006 to 200

Interest rates have several impacts on our busiféss, rates affect housing (starts, home sitze).eHigh long term interest
rates may decrease housing starts, having theteffeted above. Higher interest rates will alseetfour investors. We believe that th
will be a spread between the rate our Notes yielitr investors and the rates the same investoild get on deposits at FDIC insured
institutions. We also believe that the spread mesdrto widen if these rates rise. For instanoseipay 7% above average CD rates
when CDs are paying 0.5%, when CDs are paying 3&anay have to have a larger than 7% differences ity cause our lending
rates, which are based on our cost of funds, tangempetitive. High interest rates may also incedasider defaults, as interest
payments may become a higher portion of operatisgsdor the builder. Below is a chart showing agerCD rates as reported by the
Federal Reserve Board. The Board has stopped gsthiminformation in 2014, as rates are so low.Wilemonitor and update once the
Federal Reserve Board begins to update again.

Certificates of Deposit Index

Month 200z 200: 200¢ 200¢ 200¢ 2007 200¢ 200¢ 201(C 2011 201z 201:
Jan 3.36:% 1.688&6 1.132% 1.69% 3.674% 5.211% 5.145% 2.73(% 0.4880 0.31¢% 0.31% 0.26&%
Feb 3.07% 1.64% 1.112% 1.83¢% 3.831% 5.266% 4.95¢% 2.572% 0.40% 0.32°% 0.31% 0.262%
Mar 2.82t% 1.58¢% 1.09¢% 1.99¢% 3.99t% 5.301% 4.74¢% 2.428€% 0.33% 0.331% 0.31% 0.25%
Apr 2.601% 1.53% 1.08:% 2.16% 4.15t% 5.328%6 4.549% 2.26°% 0.288% 0.32t% 0.321% 0.24&%
May 242% 1.482% 1.08% 2.332% 4.31¢% 5.33& 4.322% 2.091% 0.27& 0.30:% 0.328 0.24(%
Jun 2.26% 1.41% 1.1186 2.492% 4.48% 5.33¢% 4.10&% 1.899% 0.288% 0.28(% 0.33¢% 0.22%%
Jul 2.10% 1.35¢% 1.162% 2.65& 4.64(% 5.3204 3.89¢% 1.69(% 0.29%% 0.26¢% 0.341% 0.22(%
Aug 1.961% 1.30%% 1.212% 2.83% 4.77® 5.33% 3.67% 1.48% 0.29:% 0.26°% 0.33¢% 0.21¢%
Ser 1.868 1.247% 1.27%% 3.000% 4.89% 5.34% 3.51% 1.20% 0.29¢% 0.26& 0.331% 0.21%%
Oct 1.82(% 1.19496 1.35% 3.17% 4.99% 5.32% 3.457% 0.8646 0.30(% 0.27¢% 0.319% 0.212%
Nov 1.76%% 1.171% 1.451% 3.3459% 5.081% 5.29% 3.23¢% 0.68°% 0.30:% 0.288&% 0.309% 0.21(%
Dec 1.72¢% 1.151% 1.562% 3.512% 5.152% 5.26&6 2.96:% 0.55¢% 0.312% 0.30©% 0.28% 0.206%

Source: Derivation of Rates Reported by FederaéResBoard-Copyright 2014 MoneyCafe.com (01/2002083) and Mortgage-X
(07/2013 -12/2013).

Housing prices are also generally correlated withsing starts, so that increases in housing siattally coincide with
increases in housing values, and the reverse ergiyntrue. Below is a graph showing single fanfitusing starts from 2000 through
today.
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Annual Single Family Housing Starts in the LS.
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To date, changes in housing starts, CD rates,rdladion have not had a material impact on our hess.
Off-Balance Sheet Arrangements

As of September 30, 2015, we had no off-balancetdh@nsactions, nor do we currently have any su@ngements or
obligations.

ITEM 3. QUANTITATIVE AND QUALITATIVE DISCLOSURE ABO UT MARKET RISK

We are a smaller reporting company as defined g R2b-2 of the Securities Exchange Act of 1934 amednot required to
provide the information under this item.

ITEM 4. CONTROLS AND PROCEDURES
Disclosure Controls and Procedures

As of the end of the period covered by this repartchief executive officer (our principal execetiofficer and principal
financial officer) evaluated the effectivenesstad tlesign and operation of our disclosure contamotsprocedures. Based upon, and as of
the date of, the evaluation, our chief executiviecef (our principal executive officer and princigmancial officer) concluded that the
disclosure controls and procedures were effectvefahe end of the period covered by this repmeansure that information required to
be disclosed in the reports we file and submit unigie Securities Exchange Act of 1934, as amenithed‘Exchange Act”), is recorded,
processed, summarized and reported as and wheinetgDisclosure controls and procedures includdjout limitation, controls and
procedures designed to ensure that informationinedjto be disclosed by us in the reports we fild aubmit under the Exchange Act is
accumulated and communicated to our managemehigding our chief executive officer (our principadexutive officer and principal
financial officer), as appropriate to allow timealgcisions regarding required disclosure.

Internal Control over Financial Reporting

There have been no changes in our internal coowen financial reporting that occurred during theader ended September .
2015 that have materially affected, or are readgritdely to materially affect, our internal controver financial reporting.
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PART Il - OTHER INFORMATION

ITEM 1. LEGAL PROCEEDINGS

None.

ITEM 1A. RISK FACTORS

Not applicable.

ITEM 2. UNREGISTERED SALES OF EQUITY SECURITIES AND USE OF PROCEEDS

(@)
(b)

()

None

We registered up to $700,000,000 in Fixed Fatikordinated Notes in our public offering (SEC MNie. 333-181360,
effective October 4, 2012). As of September 29520d& had issued $8,248,000 in Notes pursuantrtpuilic
offering. From October 4, 2012 through Septembe2Rd5, we incurred expenses of $341,000 in coioreatith the
issuance and distribution of the Notes, which waeiel to third parties. These expenses were natrfderwriters or
discounts, but were for advertising, printing, gmdfessional services. Net offering proceeds &&eptember 29, 2015
were $6,912,000, 83% of which was used to incresse balances, 1% of which reduced the securedfdaht
affiliates, and 16% went to increase cash availléoans. On September 29, 2015 our new offebecame effective
(SEC File No. 333-203707). As of September 30, aek tot received funds under this offering, nor ined expenses
after our effective dat

None

ITEM 3. DEFAULTS UPON SENIOR SECURITIES

None.

ITEM 4. MINE SAFETY DISCLOSURES

Not applicable.

ITEM 5. OTHER INFORMATION

(@)

(b)

During the quarter ended September 30, 20&5e tiwas no information required to be disclosed iaport on Form-8
K which was not disclosed in a report on For-K.

During the quarter ended September 30, 2015, there no material changes to the procedures by whiinbers me
recommend nominees to our board of mana

ITEM 6. EXHIBITS

The exhibits required to be filed with this reparé set forth on the Exhibit Index hereto and ipooated by reference herein.
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EXHIBIT INDEX

The following exhibits are included in this report Form 10-Q for the period ended September 306 2&id are numbered in
accordance with Iltem 601 of Regulation S-K).

Exhibit No. Name of Exhibit
3.1 Certificate of Conversion, incorporated by referetw Exhibit 3.1 to the Company’s Registration &ta¢nt on Form S-
1, filed on May 11, 2012, Commission File No. -18136(
3.2 Certificate of Formation, incorporated by refege to Exhibit 3.2 to the Company’s Registratitate&Snent on Form S-1,
filed on May 11, 2012, Commission File No. -18136(
3.3 Amended and Restated Operating Agreement,pocated by reference to Exhibit 3.3 to the Compamegistration
Statement on Form-1, filed on May 11, 2012, Commission File No. -18136(
3.4 Amendment No. 1 to the Amended and Restatedtédnhiability Company Agreement of Shepherd’s Fioa, LLC,
dated December 31, 2014, incorporated by referemEghibit 10.2 to the Company’s Form 8-K, filed éanuary 6,
2015, Commission File No. 3-18136(
3.5 Amendment No. 2 to the Amended and Restatedtédnhiability Company Agreement of Shepherd’s Fioa, LLC,
dated March 30, 2015, incorporated by referendextubit 10.1 to the Company’s Form 8-K, filed on ida 30, 2015,
Commission File No. 3:-18136(
4.1 Indenture Agreement (including Form of Note) daSeghtember 29, 2015, incorporated by reference tbixd. 1 to the
Compan’s Pos-Effective Amendment No. 1, filed on September 28,5 Commission File No. 3-20370°
10.1 Loan Purchase and Sale Agreement, incorpobgteeference to Exhibit 10.1 to the Compan@urrent Report on For
8-K, filed on May 5, 2015, Commission File No. -18136(
10.2 Amendment No. 2 to the Loan Purchase and/Aakement, incorporated by reference to Exhibiil16.the
Compan’s Current Report on Forn-K, filed on August 12, 2015, Commission File No3-18136(
31.1* Certification of Principal Executive Officand Principal Financial Officer, pursuant to Sett8®2 of the Sarbanes-
Oxley Act of 200:
32.1* Certification of Principal Executive Officand Principal Financial Officer, pursuant to 18 I@&.SSection 1350, as
created by Section 906 of the Sarbi-Oxley Act of 200:
101.INS™  XBRL Instance Document
101.SCH** XBRL Schema Docume
101.CAL** XBRL Calculation Linkbase Docume
101.DEF** XBRL Definition Linkbase Docume
101.LAB** XBRL Labels Linkbase Docume
101.PRE* XBRL Presentation Linkbase Docum

* Filed herewith.

*Pursuant to Regulation 406T of Regulation S-Tegh Interactive Data Files are deemed not filgubor of a registration
statement or prospectus for purpose of Sectiorr 12 @f the Securities Act of 1933, as amendedemtion 18 of the Securities
Exchange Act of 1934, as amended, and are otheneissubject to liability.
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SIGNATURES

Pursuant to the requirements of the Securities &xgh Act of 1934, the Registrant has duly caused¢iport to be signed on its
behalf by the undersigned thereunto duly authorized

SHEPHERD'S FINANCE, LLC
(Registrant

Dated: November 5, 20 By: /s/ Daniel M. Wallac

Daniel M. Wallacl
Chief Executive Officer and Mana
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EXHIBIT 31.1
CERTIFICATION OF PRINCIPAL EXECUTIVE OFFICER AND PRINCIPAL FINANCIAL OFFICER
Pursuant to Section 302 of the Sarbanes-Oxley Act of 2002
[, Daniel M. Wallach, certify that:
1. 1 have reviewed this Quarterly Report on Forr-Q of Shepher's Finance, LLC

2. Based on my knowledge, this report does notaiorny untrue statement of a material fact or amndtate a material fact
necessary to make the statements made, in ligheafircumstances under which such statementswade, not misleading
with respect to the period covered by this re|

3. Based on my knowledge, the financial statemeamis,other financial information included in théport, fairly present in all
material respects the financial condition, resofteperations and cash flows of the registrantfaara for, the periods
presented in this repc

4. | am responsible for establishing and maintajrdisclosure controls and procedures (as defim&kchange Act Rules 13a-15
(e) and 15d-15(e)) and internal control over finaheporting (as defined in Exchange Act Rules-186#) and 15d-15(f)) for
the registrant and hay

a. Designed such disclosure controls and procedaresiused such disclosure controls and procedotes designed
under our supervision, to ensure that materialrinégion relating to the registrant, including ithsolidated
subsidiaries, is made known to us by others with@se entities, particularly during the period ihieh this report is
being prepare

b. Designed such internal control over financiglarting, or caused such internal control over fiahreporting to be
designed under our supervision, to provide readerasurance regarding the reliability of financegorting and the
preparation of financial statements for externappges in accordance with generally accepted atioguprinciples

c. Evaluated the effectiveness of the registratisslosure controls and procedures and presenteisineport our
conclusions about the effectiveness of the discsantrols and procedures, as of the end of tHegeovered by thi
report based on such evaluation;

d. Disclosed in this report any change in the tegyid’'s internal control over financial reportirtiat occurred during the
registrant’s most recent fiscal quarter (the regigts fourth fiscal quarter in the case of an aimaport) that has
materially affected, or is reasonably likely to evélly affect, the registrant’s internal contrafes financial reporting;
anc

5. I have disclosed, based on my most recent etafuaf internal control over financial reporting, the registrant’s auditors and
the audit committee of registris board of directors (or persons performing thewedent functions

a. All significant deficiencies and material weagses in the design or operation of internal cortvelr financial
reporting which are reasonably likely to adversafgct the registrarg’ ability to record, process, summarize and re
financial information; an

b. Any fraud, whether or not material, that invaveanagement or other employees who have a signifiole in the
registran’s internal control over financial reportil

Dated: November 5, 20 By: /s/ Daniel M. Wallac
Daniel M. Wallacl
Chief Executive Officer and Manag
(Principal Executive Officer and Principal Finardfficer)




EXHIBIT 32.1
CERTIFICATION OF PRINCIPAL EXECUTIVE OFFICER AND PRINCIPAL FINANCIAL OFFICER
Pursuant to Section 906 of the Sarbanes-Oxley Act of 2002

Pursuant to 18 U.S.C. § 1350, as created by Se@li6rof the Sarbanes-Oxley Act of 2002, the undersd officer of Shepherd’s
Finance, LLC (the “Company”), in connection witlet@ompany’s Quarterly Report on Form 10-Q for theqa ended September 30,
2015 (the “Report”) hereby certifies, to his knodde, that:

(i) the Report fully complies with the requirementsSafction 13(a) or Section 15(d) of the Securitiestaxge Act ¢
1934, as amended; ¢

(ii) the information contained in the Report fairly mets, in all material respects, the financial ctodiand results
operations of the Compal

Dated: November 5, 20 By: /s/ Daniel M. Wallac
Daniel M. Wallacl
Chief Executive Officer and Manag
(Principal Executive Officer and Principal Finardiqficer)




