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CAUTIONARY NOTE REGARDING FORWARD-LOOKING STATEMENT S

Certain statements contained in this Form 10-Qhafp8erds Finance, LLC, other than historical facts, maycoesidere
forward-looking statements within the meaning &f federal securities laws. Words such as “may,ll;wiexpect,” “anticipate,”
“believe,” “estimate,” “continue,” “predict,” or ber similar words identify forward-looking statenenForwardooking statemen
appear in a number of places in this report, iriolgidvithout limitation, “Managemerd’ Discussion and Analysis of Finan
Condition and Results of Operationsyfid include statements regarding our intent, beliefurrent expectation about, among ¢
things, trends affecting the markets in which werafe, our business, financial condition and grosttategies. Although we belie
that the expectations reflected in these forwaotilny statements are based on reasonable assumgtonardiooking statemen
are not guarantees of future performance and ievadks and uncertainties. Actual results may diff@terially from those predict
in the forward-looking statements as a result afous factors, including but not limited to thoset $orth in the “Risk Factors
section of our Annual Report on Form KOfor the year ended December 31, 2014, as filetth Wie Securities and Exchal
Commission. If any of the events described in “R¥sikctors”occur, they could have an adverse effect on ounbsss, consolidatt

financial condition, results of operations and céshs.

When considering forwarbboking statements, you should keep these rislofachs well as the other cautionary staten
in this report and in our 2014 Form 10-K in mindhuYshould not place undue reliance on any ford@o#ling statement. We are |

obligated to update forward-looking statements.




PART | — FINANCIAL INFORMATION

ITEM 1. FINANCIAL STATEMENTS

Shepherd’s Finance, LLC
Interim Condensed Consolidated Balance Sheets

As of
June 30, December 31
2015 2014
(in thousands of dollars (Unaudited)
Assets
Cash and cash equivale $ 1,903 $ 558
Accrued interest on loat 108 78
Deferred financing costs, n 622 630
Loans receivable, n 8,895 8,097
Other asset 26 13
Total asset $ 11,554 $ 9,376
Liabilities and Members' Capital
Customer interest escrc $ 603 $ 318
Accounts payable and accrued expel 351 199
Notes payable secur: 829 -
Notes payable unsecur 6,691 5,802
Due to preferred equity memkt 25 -
Total liabilities 8,499 6,319
Commitments and Contingencies (Notes 4 ar
Series B preferred equi 1,000 1,000
Class A common equit 2,055 2,057
Member’ capital 3,055 3,057
Total liabilities and membe’ capital $ 11554 $ 9,376

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




Shepherd’s Finance, LLC

Interim Condensed Consolidated Statements of Operiains — Unaudited

Three Months Ended

Six Months Ended

June 30, June 30,

(in thousands of dollars 2015 2014 2015 2014
Interest Income

Interest and fee income on loe $ 410 $ 244 3% 786 $ 440

Interest expens 183 86 359 149

Net interest incom 227 158 427 291

Less: Loan loss provisic 15 2 23 3

Net interest incom 212 156 404 288

Non-Interest Expense

Selling, general and administrati 119 84 269 199

Total nor-interest expens 119 84 269 199
Net Income $ 93 $ 72 3 135 $ 89
Earned distribution to preferred equity holder 25 - 50 -
Net income attributable to common equity holder ~ $ 68 $ 2% 85 $ 89

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




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

Six Months
Ended
(in thousands of dollars June 30, 2015
Member’ capital, as of December 31, 2C $ 3,057
Net income 135
Earned distributions to preferred equity hol (50)
Distributions to common equity holde (87)
Member: capital, as of June 30, 20 $ 305

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




Shepherd’s Finance, LLC
Interim Condensed Consolidated Statements of CasHdws — Unaudited

Six Months Ended

June 30,
(in thousands of dollars 2015 2014
Cash flows from operations
Net income $ 135 $ 89
Adjustments to reconcile net income to net cashigenl by (used in) operating activiti
Amortization of deferred financing cos 105 22
Provision for loan losse 23 3
Net loan origination fees deferred (earn (26) 8
Net change in operating assets and liabil
Other asset (13) (12)
Accrued interest on loat (30) (18)
Customer interest escrc 285 (29)
Accounts payable and accrued expel 152 59
Net cash provided by (used in) operating activ 631 132
Cash flows from investing activities
Loan originations and principal collections, (795 (2,128
Net cash provided by (used in) investing activi (795 (2,128
Cash flows from financing activities
Distributions to membel (112 27)
Proceeds from secured note pay: 1,344 -
Repayments of secured note pay: (515 -
Proceeds from unsecured notes pay 1,804 2,367
Redemptions of unsecured notes pay (540 (49)
Repayment of unsecured note pay: (375 -
Deferred financing cos (97) (27)
Net cash provided by (used in)financing activi 1,509 2,264
Net increase (decrease) in cash and cash equis 1,345 268
Cash and cash equivalent
Beginning of perioc 558 722
End of perioc $ 1,903 $ 990
Supplemental disclosure of cash flow informatior
Cash paid for intere: $ 113 $ 27
Non-cash investing and financing activities
Earned but not paid distribution to preferred eghiilder $ 25 $ =

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




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

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

Description of Busine

Shepherd’s Finance, LLC and subsidiaries (the “Camgh “we” or “our”) is a finance company that engages in commercidirig
to residential homebuilders, financing constructidrsingle family homes and residential developm@&hie loans are extendec
residential homebuilders and, as such, are comaidocins. We primarily fund our lending and openasi by continued issuance

Fixed Rate Subordinated Notes (“Notes”) to the garaublic, which Notes are unsecured subordindéda.

Basis of Presentatic

The accompanying (a) condensed consolidated balsineet as of December 31, 2014, which has beemedefiom audite
consolidated financial statements, and (b) unaddit¢éerim condensed consolidated financial statésnéave been prepared
accordance with accounting principles generallyepted in the United States of America (“U.S. GAARS) interim financia
information and the instructions to Form 10-Q artiche 10 of Regulation 3. While certain information and disclosures nory
included in financial statements prepared in acoed with U.S. GAAP have been condensed or omittesuant to the rules a
regulations of the Securities and Exchange Comamis§iSEC”), management believes that the disclosures hereiadeguate
make the unaudited interim condensed consolidatémmation presented not misleading. In the opiniddnmanagement, tl
unaudited interim condensed consolidated finanstatements reflect all adjustments necessary fdairapresentation of tt
consolidated financial position, results of openmasi and cash flows for the periods presented. @dgkstments are of a norn
recurring nature. The results of operations for iatgrim period are not necessarily indicative egults expected for the fiscal y
ending December 31, 2015. These unaudited intesimlensed consolidated financial statements shaulegdd in conjunction wi
the year end 2014 consolidated financial statensrdsotes thereto included in the Company’s AnRegdort on Form 16 for the
year ended December 31, 2014 (‘2014 Statements”). The accounting policies folldvw® the Company are set forth in Note 2 -
Summary of Significant Accounting Policadghe notes to the 2014 Statements.

Liquidity and Capital Resources

Our operations are subject to certain risks ancemainties, particularly related to the concentratof our current operations,
majority of which are to a single customer and gaphic region, as well as the evolution of the entrleconomic environment and
impact on the United States real estate and housmggets. Both the concentration of risk and thenemic environment cou
directly or indirectly cause or magnify losses tedbto certain transactions and access to andtasiequate financing.




We currently have six sources of capital:

June 30, December 31
2015 2014

Capital Sourct
Purchase and sale agreems $ 829 $ -
Secured line of credit from affiliats - -
Unsecured Notes through our Notes offe! 6,691 5,427
Other unsecured de - 375
Preferred equit 1,000 1,000
Common equity 2,055 2,057
Total $ 10,575 $ 8,859

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

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

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

« The continued issuance of Notes to the generalgtitybugh our public Notes offering, which was ldeed effective by the
SEC on October 4, 2012, and has been registeredeatared effective in 38 states as of both Jun@@05 and December
31, 2014. We began to advertise in March 2013 aodived an aggregate of approximately $6,691 amdP¥5n Notes
proceeds as of June 30, 2015 and December 31, 2&dgkctively (net of redemptions). We anticipatationuing our
capital raising efforts in 2015, focusing on thimd$ that have proven fruitfi

« Interest income and/or principal repayments relatethe loans. The Company’s ability to fund itse@giions remains
dependent upon the ability of our largest borrowenpse loan commitments represented 63% and 60%uofotal
outstanding loan commitments as of June 30, 20t1Tmeember 31, 2014, respectively, to continuergpifiterest and/or
principal. The risk of our largest customer notipgyinterest is mitigated in the short term by hgvan interest escrow,
which had a balance of $539 and $249 as of Jun@@® and December 31, 2014, respectively. Whillefault by this
large customer could impact our cash flow and/ofifability in the long term, we believe that, imetshort term, a default
might impact profitability, but not liquidity, asenare generally not receiving interest payments fitee customer while he
is performing (interest is being credited from inierest escrow

« Funds borrowed from affiliated creditors.

We generated net income of $135 and $89six months ended June 30, 2015 and 2014, céeply. At June 30, 2015 a
December 31, 2014, we had cash on hand of $1,993%88, respectively, and our outstanding debledt&7,520 and $5,802
respectively, of which $829 and $0 was securegheaively. As of June 30, 2015 and December 314201 amount that we he
not loaned, but are obligated to potentially lendotir customers based on our agreements with thers,$4,055 and $1,745
respectively. Our availability on our line of creffiom our members was $1,5@0both June 30, 2015 and December 31, 2014
borrowings under our purchase and sale agreemeats $829 and $at June 30, 2015 and December 31, 2014, resplgctives
purchase and sale agreement adds liquidity andsills to expand our business.

Our current plan is to expand the commercial legpgirogram by using current liquidity and availahleding (including fundin
from our Notes program). We have anticipated tretscof this expansion and the continuing costsaifitaining our public compa
status, and we anticipate generating, through rooparations, the cash flows and liquidity necesdar meet our operatir
investing and financing requirements. As noted abthe three most significant factors driving oumrent plans are the purchase
sale agreements, continued payments of principdbarnterest by our largest borrower and the pubffering of Notes. If actu
results differ materially from our current planibexpected financing is not available, we believe have the ability and intent
obtain funding and generate net worth through @it debt or equity infusions of cash, if need€dere can be no assurat
however, that we will be able to implement ourtsiyées or obtain additional financing under favégdbrms, if at all.




2. Summary of Significant Accounting Policies

Segment Reporting

We report all ongoing operations in one segmemtnsercial lending.

Use of Estimates

The preparation of consolidated financial statesi@mtconformity with U.S. GAAP requires managemgninake estimates a
assumptions that affect the reported amounts etsssd liabilities and disclosure of contingesets and liabilities at the date of
interim condensed consolidated financial statemandsthe reported amounts of revenues and expdaosieg the reporting peric
Actual results could differ from those estimatdsislreasonably possible that market conditionsiccaleteriorate, which cou

materially affect our consolidated financial pasiti results of operations and cash flows. Amongro#tfects, such changes cc
result in the need to increase the amount of dowahce for loan losses.
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Revenue Recognition

Interest income generally is recognized on an atdyasis. The accrual of interest is generallyatifoued on all loans past due
days or more. All interest accrued but not collédta loans that are placed on nonaccrual or cldagoffeis reversed against intet
income, unless management believes that the acénter@st is recoverable through liquidation oflat@ral. Interest received
nonaccrual loans is applied against principal.régeon accruing impaired loans is recognized ag & such loans do not meet
criteria for nonaccrual status.

Advertising

Advertising costs are expensed as incurred antheliged in selling, general and administrativevédising expenses were $afc
$0 for the six months ended June 30, 2015 and 284pectively.

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

The Company follows the guidance of the Financiet@unting Standards Board (FASB) Accounting Stassl&odification Topi
(ASC) 825,Financial Instrumentsand ASC 820Fair Value MeasurementfASC 825 permits entities to measure many fina
instruments and certain other items at fair vallie objective is to improve financial reporting pyoviding entities with tF
opportunity to mitigate volatility in reported eargs caused by measuring related assets andtiebidlifferently without having

apply complex hedge accounting provisions. ASC @afifies that fair value is an exit price, repmatigg the amount that would
received to sell an asset or paid to transfertalitiain an orderly transaction between markettipgrants. Under this guidance, 1
value measurements are not adjusted for transamiists. This guidance establishes a fair valuahiby that prioritizes the inputs
valuation techniques used to measure fair value.hi¢grarchy gives the highest priority to unadjdsiaoted prices in active mark
for identical assets or liabilities (Level 1 measuents) and the lowest priority to unobservableitisfLevel 3 measurements).

Note 3

Loans Receivable

Loans are stated at the amount of unpaid principel,of any allowances for loan losses, and adjufste (1) the net unrecogniz
portion of direct costs and nonrefundable loan &ss®ciated with lending, and (2) deposits madiadyporrowers used as collat
for a loan and due back to the builder at or godoan payoff. The net amount of nonrefundable loagination fees and direct cc
associated with the lending process, including cament fees, is deferred and accreted to intenestme over the lives of the lo:
using a method that approximates the interest rdeffilee majority of the Compars/loan balances are secured by real estat
suburb of Pittsburgh, Pennsylvania. Accordingly thtimate collectability of a substantial portiohthese loans is susceptible
changes in market conditions in that area.

Past due loans are loans contractually past daap®or more as to principal or interest paymehisan is classified as nonaccr
and the accrual of interest on such loan is discoetl, when the contractual payment of principainterest becomes 90 days |
due. In addition, a loan may be placed on nonateatuany other time management has serious dobbtst durther collectability ¢
principal or interest according to the contractigains, even though the loan is currently performihdoan may remain on accr
status if it is in the process of collection or kascured (i.e. the loan has sufficient collaterdli@a Loans are restored to acc
status when the obligation is brought current @r pexrformed in accordance with the contractual 46ona reasonable period of ti
and the ultimate collectability of the total comtizal principal and interest is no longer in doubt.

A loan is considered impaired when, based on cumésrmation and events, it is probable that tleen@any will be unable to colle
the scheduled payments of principal or interestnwdige according to the contractual terms of tha lbgreement. Impaired loans
portions thereof, are charged off when deemed lettiile. Once a loan is 90 days past due, managedmegins a workout plan w
the borrower or commences its foreclosure procesbe@collateral.
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Allowance for Loan Losses

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

We establish a collective reserve for all loansclvtare not more than 60 days past due at the eadjoérter. This collective rese
takes into account both historical information @ndualitative analysis of housing and other econdaitors that may impact ¢
future realized losses. For loans to one borrowtr eommitted balances less than 10% of our tatairoitted balances on all lo¢
extended to all customers, we individually analf@eimpairment all loans which are more than 60sdpgist due at the end ¢
quarter. For loans to one borrower with committathbces equal to or greater than 10% of our tatansitted balances on all loz
extended to all customers, we individually analgiidoans for potential impairment. The analysidadns, if required, includes
comparison of estimated collateral value to thagipial amount of the loan. For impaired loanshéd value determined is less t
the principal amount due (less any builder depaign the difference is included in the allowafareloan loss. As values chan
estimated loan losses may be provided for moress than the previous period, and some loans ntayeed a loss provision ba:
on payment history. For homes which are partiedisnplete, we appraise on anissnd completed basis, and use the one that
closely aligns with our planned method of dispdsathe property.

For loans that are individually evaluated for inmpa@nt, appraisals have been prepared within thtel@&snonths. There are a
broker’s opinions of value (“BOV”"prepared, if the appraisal is more than six moattisThe lower of any BOV prepared in the
six months, or appraisal done in the last 13 mornshgsed, unless we determine a BOV to be invaiskd on the comparable s
used. If we determine a BOV to be invalid, we wile the appraised valuppraised values are adjusted down for estimatstt
associated with asset disposal.

Deferred Financing Costs, Net

We defer certain costs associated with financiriyities related to the issuance of debt securitieferred financing costs). Th
costs consist primarily of professional fees inedrrelated to the transactions. Deferred financivgts are amortized into intel
expense over the life of the related debt. We negtenates for the average duration of future imaests. If these estimates
determined to be incorrect in the future, the edtevhich we are amortizing the deferred offeringts@s interest expense woulc
adjusted and could have a material impact on thedmlated financial statements.
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The following is a roll forward of deferred finangi costs:

Six Months Six Months
Ended Year Ended Ended
June 30, December 31 June 30,

2015 2014 2014
Deferred financing costs, beginning bala $ 737 $ 669 $ 669
Additions 97 68 27
Deferred financing costs, ending bala $ 834 $ 737 $ 696
Less accumulated amortizati (212 (107 (42)
Deferred financing costs, n $ 622 $ 630 $ 654

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

Six Months Six Months
Ended Year Ended Ended
June 30, December 31 June 30,
2015 2014 2014
Accumulated amortization, beginning bala $ 107 $ 20 $ 20
Additions 105 87 22
Accumulated amortization, ending bala $ 212 $ 107 $ 42

Income Taxes

The entities included in the consolidated finanstatements are organized as phssugh entities under the Internal Revenue C
As such, taxes are the responsibility of the memb®ther significant taxes for which the Companyiable are recorded on
accrual basis.

The Company applies ASC 74dicome TaxesASC 740 provides guidance for how uncertain tasitpns should be recogniz
measured, presented and disclosed in the consalidatancial statements and requires the evaluaifotax positions taken
expected to be taken in the course of preparingGbmpanys consolidated financial statements to determinetin the ta
positions are “more-likely-than-notd be sustained by the applicable tax authoritk p@sitions with respect to income tax at
Limitted Liability Company level not deemed to mele¢ “more-likely-than-notthreshold would be recorded as a tax bene
expense in the appropriate period. Management ededlthat there are no uncertain tax positionsshatld be recognized in 1
consolidated financial statements. With few exeay®i the Company is no longer subject to incometamninations for years pr
to 2011.

The Companys policy is to record interest and penalties relate taxes in interest expense on the consolidstagments i
operations. There have been no significant intenegenalties assessed or paid.
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Risks and Uncertainties

The Company is subject to many of the risks comtodhe commercial lending and real estate indisstsech as general econo
conditions, decreases in home values, decreasesusing starts, and high unemployment. These nghi&h could have a mater
and negative impact on the Compangonsolidated financial condition, results of @pens, and cash flows include, but are
limited to, declines in housing starts, unfavoradiianges in interest rates, and competition frameroenders. At June 30, 2015,
loans were primarily concentrated in a suburb d¢fsBiurgh, Pennsylvania, so the housing starts aicdspin that area are m
significant to our business than other areas d wartil more loans are created in other markets.

Concentrations

Financial instruments that potentially subject @@mpany to concentrations of credit risk consigigipally of loans receivable. ,
of June 30, 2015 and December 31, 2014, 63% a%d B8spectively of our outstanding loan commitmermssist of loans to o
borrower, and the collateral is in one real estzeket.

Recent Accounting Pronouncements

The FASB has issued Accounting Standards Update (A8U) 2015-03,Interest - Imputation of Interest (Subtopic 83®:
Simplifying the Presentation of Debt Issuance CoBte amendments in this ASU require that debtaisse costs related tc
recognized debt liability be presented in the batasheet as a direct deduction from the carryinguanof that debt liabilit
consistent with debt discounts. The recognition medsurement guidance for debt issuance costotedfacted by the amendme
in this ASU.For public business entities, the amendments &eetizfe for financial statements issued for fispadirs beginning aft
December 15, 2015, and interim periods within thfiseal years. The Company is still evaluating fregential impact on tt
Company’s consolidated financial statements.

3. Fair Value

Utilizing ASC 820, the Company has establishedaméwork for measuring fair value under U.S. GAARg s hierarchy, whic
requires the Company to maximize the use of obb&vaputs and minimize the use of unobservableut;pFair valu
measurements are an exit price, representing tloeirgnthat would be received to sell an asset ai fratransfer a liability in ¢
orderly transaction between market participantse@lhevels of inputs are used to measure fair yasiéollows:

Level 1 — quoted prices in active markets for ide@htassets or liabilities;

Level 2 —quoted prices in active markets for similar assetd liabilities and inputs that are observabletla asset «
liability; or

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

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

At June 30, 2015 and December 31, 2014, the Conipathyio assets measured at fair value on a regunaisis.
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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 pifi@l and interest payments
in accordance with the contractual terms of tha lagreement. The analysis of impaired loans insleomparison of estima
collateral value to the principal amount of thenlo# the value determined is less than the pracgmount due (less any buil
deposit), then the difference is included in tHevehnce for loan loss. As values change, estimiaisa losses may be provided
more or less than the previous period. For hontgshnare partially complete, we appraise on ais @sid completed basis, and
the one that more closely aligns with our plannedhmd of disposal for the property. For loans #rat individually evaluated f
impairment, appraisals have been prepared witl@dast 13 months. There are also broker’s opingdnalue (“BOV”) prepared,

the appraisal is more than six months old. The tosfeany BOV prepared in the last six months, gorajsal done in the last

months, is used, unless we determine a BOV to\mdithbased on the comparable sales used. If werrdate a BOV to be invali
we will use the appraised valu&ppraised values are adjusted down for estimatetk cassociated with asset disposal, gen
between 0% and 5%, depending on the type of cddllatéair value estimates for impaired loans aassified as Level 3.

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

June 30, 2015

Quoted
Prices in
Active Significant
Markets for Other Significant
Identical Observable Unobservable
Carrying Estimated Assets Inputs Inputs
Amount Fair Value Level 1 Level 2 Level 3
Financial Asset
Impaired loan: $ 108 $ 108 $ - $ - 8 108

There were no impaired assets as of December 34, 20

Fair Value of Financial Instrumen

ASC 825 requires disclosure of fair value informatiabout financial instruments, whether or not gatred on the face of t
balance sheet, for which it is practicable to estanthat value. The following methods and assumgtwere used by the Compan
estimating the fair value of its financial instrums

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

For variable rate loans that reprice frequenthhwio significant change in credit risk, estimataid ¥alues are based on carry
values at June 30, 2015 and December 31, 2014esiteated fair values for other loans eaéculated by discounting the fut
cash flows using current rates at which similamavould be made to borrowers with similar crediings and the sar
remaining maturities and approximate carrying valoé these instruments at June 30, 2015 and Dece81he2014. Fc
unfunded commitments to extend credit, because tweuld be no adjustment between fair value andjicar amount for th
amount if actually loaned, there is no adjustmerthe amount before it is loaned. The amount fonro@ments to extend cre
is zero in the tables below because there is fierdifce between carrying value and fair value,thacamount is not recorded
the consolidated balance sheets as a liability.

Customer Interest Escrow
The customer interest escrow does not yield intdoethe customer, but because: 1) the customaslage demand loans,

there is no way to estimate how long the escrow lvélin place, and 3) the interest rate which cdddused to discount tl
amount is negligible, the fair value approximatescarrying value at both June 30, 2015 and Decegihe014.
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Borrowings under Credit Facilities

The fair value of the Comparg/borrowings under credit facilities is estimateddzl on the expected cash flows discounted
the current rates offered to the Company for détiesame remaining maturities. As all of the batings under credit faciliti¢
or the Notes are 1) payable on demand, 2) haveablainterest rate, 3) or have interest rateslaimates to what the Compe
can borrow funds for today, the fair value of tleerbwings is determined to approximate carryingugaht June 30, 2015 ¢
December 31, 2014.

The table below is a summary of fair value estisdte financial instruments and the level of th& falue hierarchy (
discussed in Note 2) within which the fair valueasierements are categorized at the periods indicated

June 30, 201¢

Quoted Price

in Active Significant
Markets for Other Significant
Identical Observable Unobservable
Carrying Estimated Assets Inputs Inputs
Amount Fair Value Level 1 Level 2 Level 3
Financial Asset
Cash and cash equivale $ 1,903 $ 1,903 $ 1,903 $ - $ -
Loans receivable, ni 8,895 8,895 - - 8,895
Financial Liabilities
Customer interest escrc 603 603 - - 603
Notes payable secur: 829 829 - - 829
Notes payable unsecur 6,691 6,691 - - 6,691
December 31, 201.
Quoted Price
in Active Significant
Markets for Other Significant
Identical Observable Unobservable
Carrying Estimated Assets Inputs Inputs
Amount Fair Value Level 1 Level 2 Level 3
Financial Asset
Cash and cash equivale $ 558 $ 558 $ 588 $ - $ -
Loans receivable, ni 8,097 8,097 - - 8,097
Financial Liabilities
Customer interest escrc 318 318 - - 318
Notes payable unsecur 5,802 5,802 - - 5,802
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4. Financing Receivables

Financing receivables are comprised of the follgwin

June 30, December 31
2015 2014
Commercial loans, gro: $ 9,510 $ 8,691
Less: Deferred loan fe: (412 (438
Less: Deposit $ (159 $ (134
Less: Allowance for loan loss (44) (22)
Commercial loans, ni $ 8,895 $ 8,097

Roll forward of commercial loans:

Six Months Endec Year Ended Six Months Endec

June 30, December 31 June 30,
2015 2014 2014
Beginning balanc $ 8,097 $ 4,045 $ 4,045
Additions 4,015 7,433 3,122
Payoffs/Sale: (3,196 (3,394 (857,
Change in builder depo: (24) (98) (133
Change in loan loss provisit (23) (22) 3)
New loan fee: (268 (343 (208;
Earned loan fee 294 476 196
Ending balanc $ 8,895 § 8,097 $ 6,162

Commercial Construction and Development Loans

Pennsylvania Loai

On December 30, 2011, pursuant to a credit agreeoyesnd between us, Benjamin Marcus Homes, LLOVB), Investor's Mark
Acquisitions, LLC (“IMA”) and Mark L. Hoskins (“Hdens”) (collectively, the “Hoskins Group”) (as anued, the Credi
Agreement”), we originated two new loan assets,tor&MH as borrower (the “BMH Loan”) and one to IM#s borrower (theNew
IMA Loan”). Pursuant to the Credit Agreement and simultaneauistythe origination of the BMH Loan and the NeMA Loan, we
also assumed the position of lender on an existiag to IMA (the “Existing IMA Loan”)and assumed the position of borrowe
another existing loan in which IMA serves as thelér (the “SF Loan”)Throughout this report, we refer to the BMH Lodre Nev
IMA Loan, and the Existing IMA Loan collectively #se “Pennsylvania LoansWhen we assumed the position of the lender
Existing IMA Loan, we purchased a loan which wagioated by the borrower’s former lender, and asslithat lendes position il
the loan and maintained the recorded collateratiposn the loan. The borrowes’former lender and the seller of the BMH prog
are the same independent third party. The BMH Ltfaa,New IMA Loan and the Existing IMA Loan are atbssdefaulted an
crosseollateralized with each other. Further, IMA andskios serve as guarantors of the BMH Loan, and Bl Hoskins serve
guarantors of the New IMA Loan and the Existing INlAan. As such, we are currently primarily reliant a single developer a
homebuilder for our revenues.
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In April, July, September and December 2013, in ddlaand December 2014, and in March and June of,20&5ntered in
amendments to the Pennsylvania Loans. As a refstiiese amendments, BMH was allowed to borrowHerdonstruction of hom
on lots 204, 205, and 206 of the Hamlets subdimisiad lots 2 and 5 of the Tuscany subdivision, Botlated in a suburb
Pittsburgh, Pennsylvania, and to borrow for thecphase of lot 5 of the Hamlets subdivision. As ofell80, 2015, all of tt
construction loans for homes done by amendmerntig¢actedit agreement have been repaid. The lotflmafot 5 in the Hamle:
subdivision is still outstanding.

As a result of these amendments to the Credit Ageeg we converted $1,0@ the SF Loan from debt to preferred equity.
new preferred equity serves as collateral for #enBylvania Loans. There is no liquid market far pneferred equity instrument,
we can give no assurance as to our ability to geé@emy amount of proceeds from that collateral.2¥§e reduced the balance of
SF Loan by $125, which was added to the Interestolds and repaid the remaining $3®8h cash. The interest rate on the Exis
IMA Loan was raised to match the New IMA Loan.

Also as a result of these amendments to the CAgpldement, we funded an additional $5ffGnterest escrow, we issued a lette
credit for $155 (which was reduced to $29 in thstfquarter of 2015) to a sewer authority relatodMH Loan (the Letter o
Credit”), and we issued a cash bond for developmetto exceed $425, and agreed to issue anotebrbmand not to exceed $320
We also allowed a fully funded mortgage in the ant@f $1,146 to be placed in superior position to mortgage, with the $1,146
proceeds being used to reduce the balance of BMkitstanding loan with us. The terms and conditiminthe Pennsylvania Loz
are set forth in further detail below.

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

Estimated
Funded to collateral
ltem Term Interest Rate Borrower values
COF +2%
BMH Loan Deman(® (7% Floor)

Land for phase 5 (10 acre $ - 3 1,079

Lots 269 1,785

Interest Escrov 950 539

Loan Fee 750 -

Cash Bonc 385 () 385
Total BMH Loan 2,354 3,788
IMA Loans

COF +2%

New IMA Loan (loan fee Deman(® (7% Floor) 250 -
COF +2%

New IMA Loan (advances Deman(® (7% Floor) 1,207 -
COF +2%

Existing IMA Loan Deman(® (7% Floor) 1,687 2,908 4
Total IMA Loans 3,144 2,908
Unearned Loan Fe (214 -
SF Preferred Equit 1,025()
Total $ 5284 $ 7,721
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A detail of the financing receivables for the Paiwania Loans at December 31, 2014 is as follows:

Estimated
Funded to collateral
Item Term Interest Rate borrower values
COF +2%
BMH Loan Deman(® (7% Floor)

Land for phases 4, and 5 (25 aci $ - 8 1,515

Lots 142 374 ()

Interest Escrov 450 249

Loan Fee 750 -

Excess Paydow (22)®)

Lot 2 Windemere 126 126

Construction loan lot 5 Tuscal 536 932

Construction loan lot 2 Tuscal 498 739
Total BMH Loan 2,480 3,935
IMA Loans

COF +2%

New IMA Loan (loan fee Deman® (7% Floor) 250 —
COF +2%

New IMA Loan (advances Deman(® (7% Floor) 1,491 -
COF +2%

Existing IMA Loan Deman(® (7% Floor) 1,687 2,4840)
Total IMA Loans 3,428 2,484
Unearned Loan Fe (322 -
SF Preferred Equit 1,000®
SF Loan Payabl = 375
Total $ 5586 $ 7,794

(@ These are the stated terms; however, in pragtiggipal will be repaid upon the sale of each deved lot.

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

() Estimated collateral value is equal to the apprhislue of the remaining lots of $2,9@t of the net estimated costs to finist
development of $217 and the second mortgage anod$2(75.

4) Estimated collateral value is equal to the apprhislue of the remaining lots of $3,1@it of the net estimated costs to finist
development of $193.

() Excess Paydown is the amount of initial fundinghef Interest Escrow and/or Loan Fee that has/haea tepaid to date. The
amounts are available to be reborrowed in the éutur

) Estimated collateral value is equal to the logpraised value of $4,200 minus remaining improvemen $1,109 net of th:
outstanding first mortgage of $1,146 and a thirdtgage payoff of $160.

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

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

©) The cash bond is in place to guarantee to thedbiprthat work will be completed on this projett/e will fund this work an
expect to cancel the bond upon completion of thekwo
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The loans are collectively crossilateralized and, therefore, treated as one foathe purpose of calculating the effective in#
rate and for available remedies upon an instandefafult. As lots are released, a specific relgaise is repaid by the borrower, w
10% of that amount being used to fund the InteEsstow. The customer will make cash interest paysenly when the Intere
Escrow is fully depleted, except for constructianding for homes, where the customer makes intpegshents monthly.

The Pennsylvania Loans created in 2011 had a $10@@0fee. The expenses incurred related to isghimgpans were approximat
$76, which were netted against the loan amount. rEngaining $924 which is netted against the gross loan amounbeisg
recognized over the expected life of the loansgiie straight-line method in accordance with AS0-30,Nonrefundable Fees a
Other CostsDuring 2013 and 2014, eight construction loanth&osame customer were executed with $§ih@dan fees, which fe
were recognized over the expected life of eachrambia

The Company has a credit agreement with its lafg@msbower which includes a maximum exposure othadle loans, as describec
the chart below. This limit does not include comstion loans or the cash bonds.

Commercial Loans — Real Estate Development LoatfdtiorSummary

The following is a summary of our loan portfoliotiailders for land development as of June 30, 20h&. Pennsylvania loans bel
are included as part of the Pennsylvania Loanssiésrl above.

Loan to
Number of  Number of Value of Commitment Amount Value Loan
State Borrowers Loans Collateral) Amount Outstanding  Ratio® Fee
Pennsylvani 1 3 $7,721 $6,365() $5,498 71% $1,000
Total 1 3 $7,721 $6,365 $5,498 71% $1,000

(1) The value is determined by the appraised valuestatjufor remaining costs to be paid and third pamtytgage balances. F
of this collateral is $1,026f preferred equity and unpaid earnings distrimgiin and from our Company. There is no li
market for the preferred equity instrument, so &e give no assurance as to our ability to genenageamount of procee
from that collatera

(2 The loan to value ratio is calculated by taking dlutstanding amount and dividing by the appraisduke.

()  The commitment amount includes the letter of critissued cash bond, and the cash bond not ifsuedmmitted to, |
addition to the credit limit of5,631 maximum commitment amou

The following is a summary of our loan portfoliokiailders for land development as of December 8142The Pennsylvania lo¢
below are included as part of the Pennsylvania & aiscussed above.

Loan to
Number of  Number of Value of Commitment Amount Value Loan
State Borrowers Loans Collateral® Amount Outstanding  Ratio® Fee
Pennsylvani 1 3 $5,997 $4,9030) $4,748 79% $1,000
Total 1 3 $5,997 $4,903 $4,748 79% $1,000

() The value is determined by the appraised valuestatjufor remaining costs to be paid and third pamtytgage balances. F
of this collateral is $1,000f preferred equity in our Company. There is goilil market for the preferred equity instrumen
we can give no assurance as to our ability to geé@emy amount of proceeds from that collat

(2 The loan to value ratio is calculated by taking dlutstanding amount and dividing by the appraisduke.

(® The commitment amount includes a portion of theetevf credit which, when added to the current tamding balance,
greater than the4,75( maximum commitment amount per the Credit Agreer
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Commercial Construction Loan Portfolio Summary

The following is a summary of our loan portfolio hailders for home construction loans as of June28@5. Some of tt
Pennsylvania loans are included as part of the #wamia Loans discussed above.

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

Colorada 1 2 $ 1,095 $ 767 $ 450 70% 5%
Delaware 1 1 830 500 66 60% 5%
Florida 1 4 1,275 893 821 70% 5%
Georgia 2 5 966 730 450 76% 5%
Louisiana 1 2 1,132 622 623 55% 5%
New Jerse! 1 1 325 227 64 70% 5%
North Caroline 1 2 385 270 75 70% 5%
Pennsylvani: 1 5 3,948 2,186 564 55% 5%
South Carolin: 2 7 1,528 1,005 899 66% 5%
Total 11 29 $ 11,484 $ 7,200 $ 4,012  63%0A) 5%

(1) The value is determined by the appraised value.
(@ The loan to value ratio is calculated by taking tommitment amount and dividing by the appraissde:
() Represents the weighted average loan to valueahbthe loans.

The following is a summary of our loan portfolioliailders for home construction loans as of Decer8the2014. Some
the Pennsylvania loans are included as part dP&mmsylvania Loans discussed above.

Loan to
Number of Number Value of Commitment Amount Value Loan
State Borrowers  of Loans Collateral ®  Amount  Outstanding  Ratio® Fee
Colorada 1 1 $ 515 $ 361 $ 68 70% 5%
Florida 1 2 685 480 404 70% 5%
Georgia 2 5 1,027 810 349 79% 5%
Louisiana 1 2 1,230 861 620 70% 5%
New Jerse! 1 1 390 273 259 70% 5%
Pennsylvani: 2 4 2,826 1,850 1,463 65% 5%
South Carolin: 2 4 1,577 900 780 57% 5%
Total 10 19 $ 8,250 $ 5,535 $ 3,943  67%0) 5%

(1) The value is determined by the appraised value.
(2 The loan to value ratio is calculated by taking ¢bmmitment amount and dividing by the appraisddes
(3 Represents the weighted average loan to valueahthe loans.

Credit Quality Information

The following table presents credit-related infotioraat the “class” level in accordance with AS@3D-50,Disclosures about tt
Credit Quality of Finance Receivables and the Adloee for Credit LossedA class is generally a disaggregation of a pbaot
segment. In determining the classes, the Compangidered the finance receivable characteristics methods it applies
monitoring and assessing credit risk and performanc
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The following table summarizes finance receivablgshe risk ratings that regulatory agencies wiliz classify credit exposure ¢
which are consistent with indicators the Companyitoes. Risk ratings are reviewed on a regularsasd are adjusted as neces
for updated information affecting the borrowersiligbto fulfill their obligations.

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

. Special mention — a special mention asset exhioitsntial weaknesses that deserve managesneloge attention. If le
uncorrected, these potential weaknesses may, & fure date, result in the deterioration of #ygayment prospec

. Classified —-a classified asset ranges from: 1) assets thahadequately protected by the current sound warthpaying
capacity of the borrower, and are characterizethbydistinct possibility that some loss will betsirsed if the deficiencit
are not corrected to 2) assets with weaknessesrntalad collection or liquidation in full unlikely otthe basis of curre
facts, conditions, and values. Assets in this dlaaion can be accruing or on naccrual depending on the evaluatio

these factor

Finance Receivables — By risk rating:

June 30, December 31
2015 2014
Pass $ 8,165 $ 7,301
Special mentiol 622 796
Classified— accruing - -
Classified- nonaccrua 108 -
Total $ 8,895 § 8,097
Finance Receivables — Method of impairment calmnat
As of June 30, 2015 As of December 31, 2014
Finance Loan Loss Finance Loan Loss
Receivable Reserve Receivable Reserve
Performing loans evaluated individua $ 5,748 $ 15 $ 5571 $ 15
Performing loans evaluated collectivi 2,417 7 2,526 7
Non performing loans without a specific rese 622 1 - -
Non performing loans with a specific rese 108 21 -
Total evaluated for loan lo: $ 8,895 $ 4 $ 8,097 $ 22

At June 30, 2015 and December 31, 2014, there meeleans acquired with deteriorated credit quality.

Impaired loans

The following is a summary of our impaired nonaetrmommercial construction loans as of June 305201 December 31, 201
All loans listed have a related allowance for lzsses.
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June 30, December 31

2015 2014

Unpaid principal balance (contractual obligatioonfrcustomer $ 215 % =
Chargeoffs and payments appli¢ 87 -
Book value 128 -
Related allowanc 20 —

Value after allowanc $ 108 $ -
Estimated collateral valt 108 -
Total charg-offs, payments applied, and allowance (cover. 107 -
Coverage % (coverage divided by unpaid principédrizze) 50 % -

5. Borrowings

Purchase and Sale Agreem¢

In December 2014, the Company entered into a psechad sale agreement with 1st Financial Bank UB&reby the purchas
may buy loans offered to it by us, and we may Hegjated to offer certain loans to purchaser. Paseh is buying senior positions
the loans they purchase, generallb0f each loan. Purchaser generally receives tieeeist rate we charge the borrower (wi
floor of 10%) on their portion of the loan balance, and weiracthe rest of the interest and all of the loas fWe service the loar
There is an unlimited right for us to call any Icid, however in any case of such call, a mininoddo of the commitment amot
of purchaser must have been received by purchasatdrest, or we must make up the difference. Alke purchaser has a
option, which is limited to 10% of the funding mdaepurchaser under all loans purchased in thingal2 months.

In April 2015, the Company entered into a purcterse sale agreement with Seven Kings Holdings,(I7&ings”) as purchaser a
the Company as seller, wherebigings buys loans offered to it by us, providingtttheir portions of the loans always total less
$1,500. 7Kings may adjust the $1,500 with notiagt, 9uch change will not cause a buyback by us. gKis buying parpassi
positions in the loans they purchase, generally 60&ach loan. 7Kings generally receivedaifiterest rate on its portion of the |
balance, and we receive the rest of the interekaliof the loan fees. We service the loans. r@lean unlimited right for us to c
any loan sold. This transaction is accounted $ax aecured line of credit

The purchase and sale agreements are detailed:below

June 30, 201¢ December 31, 201.

Book Value of Due From Book Value of Due From

Loans which Shepherc's Loans which Shepherc's
Served as Finance to Loar Served as Finance to Loar

Collateral Purchaser Collateral Purchaser

Loan purchaser

15t Financial Bank, US/ $ 1,358 $ 607 $ - % -
Seven Kings Holdings, In 628 222 - -
Total $ 1,986 $ 829 $ - $ -
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SF Loan

The SF Loan, under which we were the borrower, avaansecured loan in the original principal amafri#1,500, of which $@nc
$375was outstanding as of June 30, 2015 and Decenth@034, respectively. Interest on the SF Loanwsetannually at a rate
5.0%. On December 31, 2014, the Company and the Hoskiaup entered into a series of agreements warbng other things,
converted $1,000 of the SF Note from debt to prefeequity, 2) repaid $12% the SF Note and applied those proceeds toase
the Interest Escrow, and 3) required eliminatiothef remaining balance of the SF Note with a cagimgnt upon the repaymen
the construction loan on lot 5, Tuscany. This repayt was made in the first quarter of 2015.

Notes Prograr

Borrowings through our public offering were $6,681d $5,427t June 30, 2015 and December 31, 2014, resplgctivee effectivi
interest rate on the borrowings at June 30, 2016 Recember 31, 2014 was 7.18% and %28espectively, not including t
amortization of deferred financing costs. Therel@néed rights of early redemption. We generalffeo four durations at any giv
time, ranging anywhere from 12 to 48 months. Thiefang table shows the roll forward of our Noteegram:

Six Months
Six Months Endec  Year Ended Ended
June 30, December 31 June 30,
2015 2014 2014
Notes outstanding, beginning of per $ 5427 $ 1,739 $ 1,739
Notes issuel 1,804 4,119 2,367
Note repayments / redemptic (540 (431 (49)

Notes outstanding, end of peri $ 6,691 $ 5427 $ 4,057

The following table shows the maturity of outstargdNotes as of June 30, 2015.

Year Maturing Amount Maturing
2015 $ 129
2016 1,648
2017 1,811
2018 2,140
2019 963
Total $ 6,691
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6. Members’ Capital
There are currently two classes of units (clase@mon units and series B cumulative preferred units

The class A common units are held by two membeat bf whom have no personal liability. All classcdmmon members ha
voting rights in proportion to their capital accoufhere were 2,628lass A common units outstanding at both June26@5 an
December 31, 2014.

The series B cumulative preferred units were issagtle Hoskins Group through a reduction in theN®fe. They are redeema
only at the option of the Company or upon a chargmntrol or liquidation. Ten units were issuedddotal of $1,000 The series
units have a fixed value which is their purchaseeprand preferred liquidation and distributiorhtiy Yearly distributions of 10%f
the units’value (providing profits are available) will be neaduarterly. The Hoskins Group series B cumulapireferred units a
also used as collateral for that grauans to the Company. There is no liquid mar&ette preferred equity instrument, so we
give no assurance as to our ability to generateaamyunt of proceeds from that collateral.

There are two additional authorized unit classksscA preferred units and class B profit unitsc®alass B profit units are issu
the existing class A common units will become clasgreferred units. Class A preferred units wilte&ve preferred treatment
terms of distributions and liquidation proceeds.

The members’ capital balances by class are asm®llo

June 30, December 31,
Class 2015 2014
B Preferred Unit: $ 1,000 $ 1,000
A Common Units 2,055 2,057
Member! Capital $ 3,055 $ 3,057

7. Related Party Transactions
Notes and Accounts Payable to Affiliates

The Company has a loan agreement with two of diliaéds; however, at June 30, 2015 and Decembgef@14, no amounts we
outstanding.

The Company has loan agreements with the Hoskinapgzias more fully described in Note 5F Loan and Note 4 Pennsylvani
Loans. Our debt to the Hoskins Group has been extingdisfThe Hoskins Group is our largest borrower.

The Hoskins Group has a preferred equity intereiie Company, as more fully described in Note 6.

The Company has accepted new investments unddlaties program from employees, managers, membenekaiives of manage
and members, with $1,699 outstanding at June 3A®/.Zthe larger of these investments are detailexihvbe

Weighted averag: Interest earned by investol
Amount invested as o interest rate as o during the six month

Relationship to June 30, December 31 June 30, period ended June 30,
Investor Shepherc's Finance 2015 2014 2015 2015 2014
Bill Myrick Independent Manag $ 155 $ 141 7.55% $ 6 $ 4
Eric Rausche Independent Manag 500 500 7.00% 18 17
Father of Independent
Joseph Rausch Managel 186 186 8.00% 8 3
Daughter in-law of
Leah Summer Independent Manag: 100 - 6.00% 1 -
Son of Independent
R. Scott Summet Managel 200 100 6.78% 4 2
Wallach Family
Irrevocable Educationa
Trust Trustee is Membe 200 200 7.00% 7 -
David and Carole
Wallach Parents of Membe 111 111 8.00% 4 4
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8. Commitments and Contingencies

In the normal course of business there may beandstg commitments to extend credit that are nduded in the consolidat
financial statements. Commitments to extend cradit agreements to lend to a customer as long as iheo violation of ar
condition established in the contract. Commitmeetserally have fixed expiration dates or other teation clauses and may reqt
payment of a fee. Since many of the commitmentseapected to expire without being drawn upon amdesof the funding me
come from the earlier repayment of the same laanh@ case of revolving lines), the total commitimemounts do not necessa
represent future cash requirements. The finaneg&iiments involve, to varying degrees, elementyedit and interest rate risk
excess of amounts recognized in the consolidateadial statements. The Company evaluates eaabnoeist creditworthiness or
case-byease basis. Unfunded commitments to extend crediich have similar collateral, credit risk and netrkisk to ou
outstanding loans, were $4,055 and $1,745 at JOn2035 and December 31, 2014, respectively.

In September 2013, the Company issued a LettereiCfor $155 which has been reduced to 28 sewer authority relating to
BMH Loan. Refer to the chart in Note 4Gemmercial Loans — Real Estate Development Loatfdfior Summaryfor further detail
describing this commitment.

The property securing the BMH Loan is subject tnatgage in the amount of $1,14hich is held by United Bank and guaran
by 84 FINANCIAL, L.P. The balance on the loan toiethwe subordinate is subtracted from the appraisduke of the land in tt
land valuation detail of the Pennsylvania finanaiegeivables at June 30, 2015 and December 31,ia0Ndte 4.

9. Non-Interest expense detail

The following table displays our SG&A expenses:

For the Six Months Ended

June 30,
2015 2014

Selling, general and administrative expenses

Legal and accountin $ 88 $ 88
Salaries and related expen 82 38
Board related expens 48 38
Advertising 10 -
Rent and utilities 9 8
Printing 10 8
Other 22 19
Total SG&A $ 269 $ 199

Printing costs are both for printing of investdated material and for the filing of documents g&tagically with the SEC.
10. Subsequent Events

Management of the Company has evaluated subseguemis through July 30, 2015, the date these ddasedl financial statemei
were issued.

Under the Notes offering, the Company issued aitiaddl $50 subsequent to June 30, 2015 and hashmeiions of $9The tots
debt issued and outstanding pursuant to the Ndfesng as of July 30, 2015 is $6,732. Of the $8,781,699is from manager
members, and their respective affiliates.

Our three loans in Georgia for $1@fich were listed as impaired classified loansatonual were taken back at a foreclosure
and are now real estate owned.
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ITEM 2. MANAGEMENT 'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AN D RESULTS OF
OPERATIONS

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

The following Managemerg’ Discussion and Analysis of Financial Conditionl &esults of Operations should be ree
conjunction with our interim condensed consoliddtedncial statements and the notes thereto cadadtsewhere in this report. 1
following Managemens Discussion and Analysis of Financial Conditiord @Results of Operations should also be ree
conjunction with our audited annual consolidate@ficial statements and related notes and otheolieted financial data includ
in the Company’s Annual Report on Form 10-K for ghear ended December 31, 2014. See aGautionary Note Regardi
Forward-Looking Statements” preceding Part I.

Overview

We were organized in the Commonwealth of Pennsidvem2007 under the name 84 RE Partners, LLC &achged ot
name to Shepherd’s Finance, LLC (“we”, “our”, oethiCompany”)on December 2, 2011. We converted to a Delawariteli
liability company on March 29, 2012. Our busines$ocused on commercial lending to participantth residential constructi
and development industry. We believe this marketiderserved because of the lack of traditionaldes currently participating

the market. We are located in Jacksonville, Flor@dar operations are governed pursuant to our tipgragreement.

From 2007 through the majority of 2011, we werel#ssor in three commercial real estate leasesavitten affiliate, 8
Lumber Company. Beginning in late 2011, we beganrercial lending to residential homebuilders. Oumrent loan portfolio i
described more fully in this section under the kebdingCommercial Construction and Development Loale have a limite
operating history as a finance company. We cuydrati’e two paid employees, including our Vice Rfesst of Operations. Our ot
executive officer is our Chief Executive Offic&aniel M. Wallach. We currently use our CEO to orige most of our new loal
and augment that with several people to whom wecpagulting fees. Our Board of Managers is comgrafeMr. Wallach and thre
independent Managers-Bill Myrick, Eric Rauscher afghneth R. Summers. Our officers are responsibieofir day-today
operations, while the Board of Managers is resjid@$or overseeing our business.

The commercial loans we extend are secured by agetgon the underlying real estate. We extend emite commercii
loans to small-tanedium sized homebuilders for the purchase ofdat{or the construction of homes thereon. We attend an
service loans for the purchase of undeveloped dawcthe development of that land into residentidbing lots. In addition, we ma
depending on our cash position and the opportsnaieailable to us, do none, any or all of the feily: purchase default
unsecured debt from suppliers to homebuildersdis@unt (and then secure that debt with real estatther collateral), purche
defaulted secured debt from financial institutiahs discount, and purchase real estate in whiclilveperate our business.

Our Chief Executive Officer, Daniel M. Wallach, Hasen in the housing industry since 1985. He wasxRO of a multi-
billion dollar supplier of building materials to im@ builders for 11 years. He also was responsiinietifat companyg lending
business for 20 years. During those years, he agnsible for the creation and implementation afiynsecured lending progra
to builders. Some of these were performed fullgHat company, and some were performed in partrergith banks. In general, t
creation of all loans, and the resolution of deafiloans, was his responsibility, whether the $oarre company loans or loan:
partnership with banks. Through these programswae responsible for the creation of approximatéyb#ilion in loans whic
generated interest spread of $50 million, afteudgdg for loan losses. Through the years, he meshdige development of syste
for reducing and managing the risks and lossesefautted loans. Mr. Wallach also was responsibiettiat companys unsecure
debt to builders, which reached over $300 millibiisapeak. He also gained experience in securfiguited unsecured debt.

Loan assets increased at an annualized rate ofa2@Pequity was essentially unchanged at June 3@ 8 compared
December 31, 2014. Loan assets increased 100%cpiiy increased 61% from December 31, 2013 to iDbee 31, 2014. As
June 30, 2015, we have a limited number of construdoans in nine states with eleven borrowersl, lzave two development lo¢
in Pittsburgh, Pennsylvania. At the end of 2014 ,emtered into a purchase and sale agreementtiwnmof our loans. We entel
into a second purchase and sale agreement in &®2015. We began the program during the first tguasf 2015 and expect tha
will allow us to increase our loan balances andragments significantly in 2015.
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We currently have six sources of capital:

June 30, December 31
2015 2014
Capital Sourct
Purchase and sale agreements whereby we may g&hgoof some of our loans (thc
purchases are accounted for as a secured linedif) $ 829 $ -
Secured line of credit from affiliats - -
Unsecured Notes through our Notes o 6,691 5,427
Other unsecured de - 375
Preferred equit 1,000 1,000
Common equity 2,055 2,057
Total $ 10,575 $ 8,859

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

Critical Accounting Estimates

To assist in evaluating our consolidated finansiatements, we describe below the critical accogrdstimates that we u
We consider an accounting estimate to be criticdll) the accounting estimate requires us to nedeimptions about matters
were highly uncertain at the time the accountirtgrege was made, and (2) changes in the estimateth reasonably likely to oc
from period to period, or use of different estinsathat we reasonably could have used, would haweaterial impact on o
consolidated financial condition or results of @iems.

Loan Losse
Nature of estimates required

Loan losses, as applicable, are accounted for twotthe consolidated balance sheets and the coatlicGtatements
operations. On the consolidated statements of tipesa management estimates the amount of losseaptore during the curre
year. This current period amount incurred is ref@ro as the loan loss provision. The calculatibous allowance for loan loss
which appears on our consolidated balance shegpsires us to compile relevant data for use instesyatic approach to assess
estimate the amount of probable losses inheremumcommercial lending operations and to refleeit thstimated risk in o
allowance calculations. We use the policy summdraefollows:

We establish a collective reserve for all loanschtdre not more than 60 days past due at the emdjadrter. This collecti
reserve takes into account both historical inforomaand a qualitative analysis of housing and olt®@nomic factors that may imp
our future realized losses. For loans to one bagromith committed balances less than 10% of owal wwmmitted balances on
loans extended to all customers, we individuallglyzre for impairment all loans which are more tB8@rdays past due at the end
quarter. For loans to one borrower with commitiathnces equal to or greater than 10% of our tat@mitted balances on all lo:
extended to all customers, we individually analgidoans for potential impairment. The analysidoans, if required, includes
comparison of estimated collateral value to thagipal amount of the loan. For impaired loanshé value determined is less t
the principal amount due (less any builder deposign the difference is included in the allowafareloan loss. As values chan
estimated loan losses may be provided for moress than the previous period, and some loans ntayeed a loss provision ba:
on payment history. For homes which are partiadijnplete, we appraise on aniasand completed basis, and use the one that
closely aligns with our planned method of dispdsathe property.
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For loans that are individually evaluated for immpant, appraisals have been prepared within thel&amonths. There ¢
also broker’s opinions of value (“BOV{frepared, if the appraisal is more than six moottls The lower of any BOV preparec
the last six months, or appraisal done in theldsnonths, is used, unless we determine a BOV toJadid based on the compare
sales used. If we determine a BOV to be invalid,will use the appraised valu@ppraised values are adjusted down for estin
costs associated with asset disposal.

Appraisers are state certified, and are selectdidtyattempting to utilize the appraiser who céeted the original apprais
report. If that appraiser is unavailable or nobafable, we use another appraiser who appraisémetuin that geographic are
BOVs are created by real estate agents. We triysioskelect an agent we have worked with, and tlighat fails, we select anott
agent who works in that geographic area.

Fair Value

Nature of estimates required

Currently, fair value of collateral has the potahtio impact the calculation of the loan loss psawi most heavil
Specifically relevant to the allowance for loanslesserve is the fair value of the underlying ¢efia supporting the outstanding I
balancesFair value measurements are an exit price, repiiagethe amount that would be received to sellgsetor paid to trans
a liability in an orderly transaction between margarticipants.Due to a rapidly changing economic market, antiertaousing
market, the various methods that could be usecdvteldp fair value estimates, and the various ofiragsions that could be us
determining the collateral’s fair value requiregngficant judgment.

Sensitivity analysis

June 30, 201t

Loan Loss

Provision
Change in Fair Value Assumption Higher/(Lower)
Increasing fair value of the real estate collatbya25%* $ =
Decreasing fair value of the real estate collateya?5%** $ 51

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

** |f the loans were nonperforming, assuming a bookuarhof the loans outstanding of $8,895 and thevialue of the real est:
collateral on all outstanding loans was reduce@3%, a loan loss provision of $51 would be required

Other Loss Contingencies

Other loss contingencies are recorded as lialsililien it is probable that a liability has beeruined and the amount of
loss is reasonably estimable. Disclosure is requivben there is a reasonable possibility that thienate loss will exceed tl
recorded provision. Contingent liabilities are oftesolved over long time periods. Estimating pbiddosses requires analysis
multiple forecasts that often depend on judgmebisut potential actions by third parties such asrtspuarbitrators, juries,
regulators.

Accounting and Auditing Standards Applicabl¢Emerging Growth Companies”

We are an “emerging growth company” under the ridgemacted JOBS Act. For as long as we areeanetging growt
company,”we are not required to: (1) comply with any newerised financial accounting standards that hafferdit effectivi
dates for public and private companies until thes@dards would otherwise apply to private comgan(@) provide an audita’
attestation report on managemerassessment of the effectiveness of internal @ooxer financial reporting pursuant to Section
of the Sarbane®xley Act, (3) comply with any new requirements pigal by the Public Company Accounting Oversightr8pal
the PCAOB, requiring mandatory audit firm rotatmma supplement to the auditereport in which the auditor would be require
provide additional information about the audit ahd financial statements of the issuer or (4) cgmpith any new audit ruls
adopted by the PCAOB after April 5, 2012, unless 8EC determines otherwis#/e intend to take advantage of such exte
transition period. Since we will not be requiredctamply with new or revised accounting standardshenrelevant dates on wh
adoption of such standards is required for othélipgompanies, our consolidated financial stateésaray not be comparable to
financial statements of companies that comply witiblic company effective dates. If we were to sghsetly elect to instei
comply with these public company effective dateshselection would be irrevocable pursuant to $acti07 of the JOBS Act.
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Other Significant Accounting Policies

Other significant accounting policies, not involyithe same level of measurement uncertaintiescs® tliscussed abo
are nevertheless important to an understandingeo€bnsolidated financial statements. Policiededl#o credit quality informatio
fair value measurements, offsetting assets andlitiies, related party transactions and revenuegeition require difficult judgmen
on complex matters that are often subject to maltgmd recent changes in the authoritative guida@eetain of these matters
among topics currently under reexamination or haeently been addressed by accounting standaetseaittd regulators. Spec
conclusions have not been reached by these staselieds, and outcomes cannot be predicted witfidemte. Also, see Notes 1 ¢
2 to our consolidated financial statements, as tieyuss accounting policies that we have seldobed acceptable alternatives.

Consolidated Results of Operations

Key financial and operating data for the three simdnonths ended June 30, 2015 and 2014 are s$lettfelow. For a mo
complete understanding of our industry, the drivéfreur business, and our current period resuiis, discussion should be rear
conjunction with our consolidated financial statetse including the related notes and the otherrim&tion contained in tr
document.

Three Months Ended Six Months Ended
June 30, June 30,

(in thousands of dollars 2015 2014 2015 2014
Interest Income

Interest and fee income on lo¢ $ 410 $ 244 3 786 $ 440

Interest expens 183 86 359 149

Net interest incom 227 158 427 291

Less: Loan loss provisic 15 2 23 3

Net interest incom 212 156 404 288

Non-Interest Expense

Selling, general and administrati 119 84 269 199

Total nor-interest expens 119 84 269 199
Net Income $ 93 $ 72 $ 135 $ 89
Earned distribution to preferred equity holder 25 - 50 -
Net income attributable to common equity holder $ 68 $ 72 % 85 $ 89
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Interest Sprea

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

For the Three Months Ended For the Six Months Ended
June 30, June 30,

(in thousands of dollars 2015 2014 2015 2014
Interest Income * * * *
Interest income on loai $ 259 11% $ 139 8% $ 493 11% $ 244 8%
Fee income on loar 151 % 105 6% 293 7% 196 7%

Interest and fee income on lo¢ 410 18% 244 14% 786 18% 440 15%
Interest expense related pari - 0% - 0% - 0% - 0%
Interest expense unsecul 113 5% 76 4% 216 5% 127 4%
Interest expense secur 22 1% - 0% 38 1% - 0%
Amortization offering cost 48 2% 10 1% 105 2% 22 1%

Interest expens 183 8% 86 5% 359 8% 149 5%

Net interest income (spres 227 10% 158 9% 427 10% 291 10%

Weighted average outstanding loan asset

balance $ 9,132 $ 6,824 $ 8,877 $ 5,937

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

« Difference between the interest rate received ¢ur loan assets) and the interest rate paid (arr dorrowings).The
loans we have originated have interest rates wdmietbased on our cost of funds, with a minimum ob&inds of 5 percent (%). T
margin is fixed at 2%. Future loans are anticipatetde originated at approximately the same 2% maiighis component is al
impacted by the lending of money with no interesstc(our equity). Our interest expense percentagesless than our act
borrowing rate, as some of the funds we lend andédd by equity that has no borrowing cost. Theediffice between the intel
income percentage and the interest cost percentag@% for all of the three and six month periodadeel June 30, 2015 and 2(
Our interest expense rose as we brought in moreyntbmough our notes offering at higher interestgaand the rate we charged
customers went up accordingly. We expect the oelatiip between interest income and expense foretimainder of 2015 to |
generally consistent with the first half of 2015.

« Fee income.Fee income is displayed in the table above. The lb@ns originated in December 2011 had ¢
origination fee of $924. This fee is being recogdiover the life of the loans. All of our constiaotloans have a 5% fee on
amount we commit to lend, which is amortized over éxpected life of each of those loans. In theréy we anticipate creati
loans with fees ranging between 4 and 5% of theimmax loan amount, and we anticipate that our feegrgage in the remainder
2015 will remain at about the same level it hasltheing the first half of the year, approximat@p.

« Amount of nonperforming asset&Ve had $108 and $0 of nonperforming loan asselsra 30, 2015 and Decem
31, 2014, respectively. On June 30, 2015 and Deeefib, 2014, we carried cash balances of $1,9035866, respectively. Tl
2014 cash balance was mostly the result of usviegea large amount of loan payoffs late in thaqukrand such amounts not hav
been used to fund loans to our customers beforerttieof the period. The 2015 cash balance is mdsiyto new investment frc
investors, payoffs being received and loan produadbieing low. We anticipate loan production to éase in the second half of 2C
To mitigate the negative spread on unused borrdweds (idle cash), we use our line of credit todiardaily liquidity. We woul
like to have a secured line of credit with a crdidiit of 20% of our loan assets, and generallycar balance of 10% of our lo
assets on that line. This way, as money come®in fMotes or loan payoffs, it can be used to payrdithe line, and as money g
out for Note redemptions and new loans createdemoan be drawn on the line. This would help recirgenegative spread on i
cash. Certain features of the purchase and sademgnts have added liquidity and flexibility, whithive lessened the need for
lines of credit from affiliates. We have unfundedn commitments outstanding as of June 30, 20tbDmtember 31, 2014
$4,055 and $1,745, respectively. This increaseniunded loan commitments may help bring down thghdaalance in the thi
quarter of 2015 as fundings are made.
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Loan Loss Provisic

We have three nonperforming loans to one borrowée loans are collateralized by lots that wererided for constructio
but construction has not commenced. We recordedaume from these loans in the first half of 2045d reserved $13 and 2:
our loan loss reserve for these loans in the tAnekesix month periods ended June 30, 2015. We temoeded $2 in both the thi
and six month periods ended June 30, 2015, anch&33 in the three and six month periods ended 30n2014, respectively,
loss reserve related to our collective reservenflowot individually impaired). We anticipate tha tcollective reserve will increase
our balances rise throughout the remainder of 2015.

SG&A Expenses

The following table displays a comparison of our8@@Expenses:

For the Three Months For the Six Months
Ended June 30 Ended June 30
2015 2014 2015 2014
Selling, general and administrative expense
Legal and accountin $ 26 $ 25 $ 88 $ 88
Salaries and related expen 40 20 82 38
Board related expens 29 19 48 38
Advertising 3 - 10 -
Rent and utilitie: 4 3 9 8
Printing 5 5 10 8
Other 12 12 22 19
Total SG&A $ 119 $ 84 $ 269 $ 199

We had increases in payroll due to increased stpifi 2015. We also had an increase in advertisinigh is being used
create lending opportunities. Printing costs aréh bor printing of investor related material and fine filing of documen
electronically with the SEC. Our additional boamgmber which we added in March of 2015 has incckasg board relate
expense.

We anticipate SG&A costs for 2015 to continue tohigher than 2014. We expect payroll costs to lgghdri due t
additional staffing, and our legal and accountirgemses will most likely increase due to increasgdme.

Consolidated Financial Position
Cash and Cash Equivalents

We try to carry a small cash balance. At June 8@52and December 31, 2014, we had $1,903 and $&8§8ectively, i
cash. When we create new loans, they typicallyachave significant outstanding loan balances éverl months. The 2014 ci
balance was mostly the result of us receiving gel@mount of loan payoffs late in the period, amthsamounts not having been L
to fund loans to our customers before the end efpdriod. The 2015 cash balance is mostly duewoimeestment from investol
payoffs being received and loan production beimg M/e anticipate loan production to increase ingdeond half of 2015.

Deferred Financing Costs, M

Gross deferred financing costs were $834 and $&306falune 30, 2015 and December 31, 2014, resphctiVhe
accumulated amortization of those costs was $282b&4A7 as of the same dates. We expect that tlss dederred financing amo
will continue to increase over time as more ofdh#cipated financing costs are deferred when @aid,expensed over the life of
debt associated with the financing using the dffecinterest method. We also expect that the amaiitin expense and i
accumulated amortization will increase in the remar of 2015. Currently we can accept investmnentker our existing offerir
through October 4, 2015. We are preparing ourrsgoffering, which generated most of the new defitfinancing costs in 2015.
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The following is a roll forward of deferred finangi costs:

Six Months Six Months
Ended Year Ended Ended
June 30, December 31 June 30,

2015 2014 2014
Deferred financing costs, beginning bala $ 737 $ 669 $ 669
Additions 97 68 27
Deferred financing costs, ending bala $ 834 $ 737 $ 696
Less accumulated amortizati (212 (107 (42)
Deferred financing costs, n $ 622 $ 630 $ 654

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

Six Months Six Months
Ended Year Ended Ended
June 30, December 31 June 30,
2015 2014 2014
Accumulated amortization, beginning bala $ 107 $ 20 $ 20
Additions 105 87 22
Accumulated amortization, ending bala $ 212 $ 107 $ 42

Loans Receivab

In December 2011, we originated two new loans &asdraed a lendex’position on a third loan, which, net of uneartozat
fees and loan loss reserve, had total balanceS,2¥$ and $4,435 as of June 30, 2015 and Decenih@034, respectively (the
amounts do not include the construction loans raeat below). These loans were all to borrowersatagffiliated with each oth:
and are crossellateralized. Collectively, the development loansl home construction loans to the borrower degresl to herein
the “Pennsylvania LoansNo individual impairment has been deemed necedsarthese loans. The purpose of the loans w
develop two subdivisions in a suburb of Pittsbuf@dnnsylvania. The Hamlets subdivision is a fikage subdivision of 81 lots,
which 45 have been developed and sold, 14 are am@] 7 are under development, and 15 are undeactlap of June 30, 201
The Tuscany subdivision is a single phase 18 lotisision, with 8 lots remaining as of June 30, 20A portion of the collateral
the Pennsylvania Loans is preferred equity interé@stour Company, which might be difficult to sall order to reduce the lo
balance

In April, July, September, and December 2013, indilaand December 2014, and in March and June 2@d®gntered int
amendments to the Pennsylvania Loans. As a rektilese amendments, Benjamin Marcus Homes, LLC BMwas allowed t
borrow for the construction of homes, and to borfomthe purchase of a lot. As of June 30, 2015fahe construction loans f
homes done by amendment to the credit agreemet Ib@en repaid. The lot loan for lot 5 in the Hamlgtibdivision is sti
outstanding.
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As a result of these amendments to the Credit Ageeg we also issued a letter of credit for $15Bi¢tv was reduced
$29 in the first quarter of 2015) to a sewer authhoelating to BMH Loan (the “Letter of Credit"and we issued a cash bond
development not to exceed $425. We also agreetiow for an additional cash bond of up to $320. ¥ewed a fully funde
mortgage in the amount of $1,146 to be placed jresar position to our mortgage, with the $1,146geeds being used to reduce
balance of BMHS outstanding loan with us. We chose to allow thd 46 pay down of our loan with a superior mortghgeaust
(1) it has allowed for the faster development ahbihe Hamlets and Tuscany subdivisions, decreabm@mount of risk time v
will have; (2) it did not substantially alter thenaunts we have at risk; and (3) it increased curmeas a percentage of loan asse’
the Pennsylvania Loans should be paid down quickéz.also funded increases in the interest esartadirig $625.

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

The following is a summary of our loan portfolio ltailders for land development as of June 30, 20h&. Pennsylvan
loans below are included as part of the Pennsydvianans 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 $7,721 $6,36:) $5,498 71% $1,000
Total 1 3 $7,721 $6,365 $5,498 71% $1,000

(1) The value is determined by the appraised valuestatjufor remaining costs to be paid and third pawtytgage balances. F
of this collateral is $1,025 of preferred equitglampaid earnings distributions in and from our @any. There is no liqu
market for the preferred equity instrument, so &e give no assurance as to our ability to genemafeamount of procee
from that collatera

(@ The loan to value ratio is calculated by taking ¢hitstanding amount and dividing by the appraisduk.

()  The commitment amount includes the letter of créwitissued cash bond, and the cash bond not isstesbmmitted to, i
addition to the credit limit of $5,631 maximum coitment amoun

The following is a summary of our loan portfolio twilders for land development as of December 31,42 The
Pennsylvania loans below are included as parteoP#mnsylvania Loans 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 $5,997 $4,904) $4,748 79% $1,000
Total 1 3 $5,997 $4,903 $4,748 79% $1,000

(1) The value is determined by the appraised valuestatjufor remaining costs to be paid and third pantytgage balances. F
of this collateral is $1,000 of preferred equityour Company. There is no liquid market for thefgmed equity instrumer
SO we can give no assurance as to our ability nergge any amount of proceeds from that colla

(@ The loan to value ratio is calculated by taking ¢hitstanding amount and dividing by the appraisduk.

(3 The commitment amount includes a portion of theetedf credit which, when added to the current tamiding balance,
greater than the $4,750 maximum commitment amoemthe Credit Agreemel
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Commercial Construction Loan Portfolio Summary

The following is a summary of our loan portfolio hailders for home construction loans as of June28@5. Some of tt
Pennsylvania loans are included as part of the #wamia Loans discussed above.

Loan to
Number of Number Value of Commitment Amount Value
State Borrowers of Loans Collateral (1) Amount Outstanding  Ratio®  Loan Fee

Colorada 1 2 $ 1,095 $ 767 $ 450 70% 5%
Delaware 1 1 830 500 66 60% 5%
Florida 1 4 1,275 893 821 70% 5%
Georgia 2 5 966 730 450 76% 5%
Louisiana 1 2 1,132 622 623 55% 5%
New Jerse! 1 1 325 227 64 70% 5%
North Caroline 1 2 385 270 75 70% 5%
Pennsylvani: 1 5 3,948 2,186 564 55% 5%
South Carolin: 2 7 1,528 1,005 899 66% 5%
Total 11 29 $ 11,484 $ 7,200 $ 4,012  63%0O 5%

(1) The value is determined by the appraised value.
(@ The loan to value ratio is calculated by taking tommitment amount and dividing by the appraissde:
(® Represents the weighted average loan to valueaathe loans.

The following is a summary of our loan portfoliokiailders for home construction loans as of Decer3lie2014. Some
the Pennsylvania loans are included as part dP#mmsylvania Loans discussed above.

Loan to
Number of Number Value of Commitment Amount Value Loan
State Borrowers of Loans Collateral (1) Amount Outstanding  Ratio® Fee
Colorada 1 1 $ 515 $ 361 $ 68 70% 5%
Florida 1 2 685 480 404 70% 5%
Georgia 2 5 1,027 810 349 79% 5%
Louisiana 1 2 1,230 861 620 70% 5%
New Jerse! 1 1 390 273 259 70% 5%
Pennsylvani: 2 4 2,826 1,850 1,463 65% 5%
South Carolin: 2 4 1,577 900 780 57% 5%
Total 10 19 $ 8,250 $ 5535 $ 3,943  67%® 5%

(1) The value is determined by the appraised value.
(@  The loan to value ratio is calculated by taking ¢dbmmitment amount and dividing by the appraisdde:
() Represents the weighted average loan to valueaathe loans.
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Financing receivables are comprised of the follgwin

Commercial loans, gro:

Less: Deferred loan fe:

Less: Deposit

Less: Allowance for loan loss

Commercial loans, nt

Roll forward of commercial loans:

Beginning balanc
Additions
Payoffs/Sale:
Change in builder depo:
Change in loan loss provisit
New loan fee!
Earned loan fee

Ending balanc

Finance Receivables — Method of impairment calmnat

Performing loans evaluated individua
Performing loans evaluated collectivi

Non performing loans without a specific rese
Non performing loans with a specific rese

Total evaluated for loan lo:

As of June 30, 201!

June 30, December 31
2015 2014

$ 9,510 $ 8,691

(412 (438

$ (159 $ (134

(44) (22)

$ 8,895 $ 8,097

Six Months Endec Year Ended Six Months Endec

June 30, December 31 June 30,
2015 2014 2014

$ 8,097 $ 4,045 $ 4,045
4,015 7,433 3,122

(3,196 (3,394 (857,

(24) (98) (133

(23) (22) (3)

(268 (343 (208

294 476 196

$ 8,895 $ 8,097 $ 6,162

As of December 31, 201

Finance Loan Loss Finance Loan Loss
Receivable Reserve Receivable Reserve
$ 5,748 $ 15 $ 5571 $ 15
7 2,526 7
1 — —
21 - -
$ 8,895 $ 44 $ 8,097 $ 22

At June 30, 2015 and December 31, 2014, there meeleans acquired with deteriorated credit quality.
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The following is a summary of our impaired nonaetreommercial construction loans as of June 305201d Decemb
31, 2014. All loans listed have a related alloveafur loan losses.

June 30, December 31
2015 2014

Unpaid principal balance (contractual obligatioonfrcustomer $ 215 % =
Chargeoffs and payments appli¢ 87 —
Book value 128 -
Related allowanc 20 —
Value after allowanc $ 108 $ =
Estimated collateral valt 108 -
Total charg-offs, payments applied, and allowance (cover 107 -
Coverage % (coverage divided by unpaid principédrioze) 50 % -

We have one customer with two loans currently ire¢twsure. There is no individual reserve for éhbso loans, as we do |
anticipate incurring a loss on them. Those loarsirmthe June 2015 tables below as past due. réd/also demanding three lo:
where the builder did not start construction. Ehloans are also in the June 2015 tables belowastgipe.
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Below is an aging schedule of loans receivabld dse 30, 2015, on a recency basis:

No. Unpaid
Accts. Balances %

Current loans (current accounts and accounts oahwhore than 50% of an original

contract payment was made in the last 59 d 27 % 8,165 92%
6C-89 days - - 0%
9C-179 days 3 108 1%
18(-269 days 2 622 %
Subtotal 32 % 8,895 100%
Interest only accounts (Accounts on which interésterment, extension and/or def:

charges were received in the last 60 d - 3 - 0%
Partial Payment accounts (Accounts on which thed teteived in the last 60 days v

less than 50% of the original contractual monttdyment. “Total received” to incluc

interest on simple interest accounts, as welltasclaarges on deferment charges ol

pre-computed accounts - 3 - 0%
Total 32 $ 8,895 100%

Below is an aging schedule of loans receivable dsmme 30, 2015, on a contractual basis:
No. Unpaid
Accts. Balances %

Contractual Terms - All current Direct Loans anéeS#&inance Contracts with

installments past due less than 60 days from dige 27 % 8,165 92%
6C-89 days - - 0%
9C-179 days 3 108 1%
18(-269 days 2 622 7%
Subtotal 32 $ 8,895 100%
Interest only accounts (Accounts on which interésterment, extension and/or def:

charges were received in the last 60 d - $ - 0%
Partial Payment accounts (Accounts on which thed teteived in the last 60 days v

less than 50% of the original contractual monttdyment. “Total received” to incluc

interest on simple interest accounts, as welltasclaarges on deferment charges ol

pre-computed accounts - $ - 0%
Total 32 3% 8,895 100%
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Below is an aging schedule of loans receivable &eoember 31, 2014, on a recency basis:

Current loans (current accounts and accounts oahwhore than 50% of an original
contract payment was made in the last 59 d

6C-89 days

9C-179 days

18(C-269 days

Subtotal

Interest only accounts (Accounts on which interésterment, extension and/or def:
charges were received in the last 60 d

Partial Payment accounts (Accounts on which thed teteived in the last 60 days v
less than 50% of the original contractual monttdyment. “Total received” to incluc
interest on simple interest accounts, as welltasclaarges on deferment charges ol
pre-computed accounts

Total

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

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

6C-89 days

9C-179 days

18(-269 days

Subtotal

Interest only accounts (Accounts on which interésterment, extension and/or def:
charges were received in the last 60 d

Partial Payment accounts (Accounts on which thed teteived in the last 60 days v
less than 50% of the original contractual monttdyment. “Total received” to incluc

interest on simple interest accounts, as welltasclaarges on deferment charges ol
pre-computed accounts

Total
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No. Unpaid

Accts. Balances %
22 $ 8,097 100%
- - 0%
- - 0%
- - 0%
22 $ 8,097 100%
- $ - 0%
- $ - 0%
22 $ 8,097 100%

No. Unpaid

Accts. Balances %
22 $ 8,097 100%
- - 0%
- - 0%
- - 0%
22 $ 8,097 100%
- $ - 0%
- $ - 0%
22 $ 8,097 100%




Customer Interest Escrow

The Pennsylvania Loans called for a funded intaxsstow account (the “Interest Escrowfiich was funded with procee
from the Pennsylvania Loans. The initial fundingtbat Interest Escrow was $450. The balance aar# 30, 2015 and Decem
31, 2014 was $539 and $249, respectively. To ttenéxhe balance is available in the Interest Egciaterest due on certain loan
deducted from the Interest Escrow on the date Toe.Interest Escrow is increased by 10% of lot ffayan the same loans, and
interest on the SF Loan (now extinguished) andddivils on borrower owned preferred equity. All @fsth transactions are nonc
to the extent that the total escrow amount doesneet additional funding. The Interest Escrow s aised to contribute to |
reduction of the $400 subordinated mortgage updaiodot sales of the collateral of that loan.2014 we repaid a portion ($125
an unsecured note that we owed the borrower uhdelP¢énnsylvania Loans. That money was used tedserthe Interest Escra
In 2015, we increased the Interest Escrow by $%0fdvancing funds on one of the loans to that begro

Six (6) and nine (9) other loans active as of BMe2015 and December 31, 2014, respectively ase mterest escrow
The cumulative balance of all interest escrowsratten the Pennsylvania Loans was $64 and $69 &snef 30, 2015 and Decem
31, 2014, respectively.

Roll forward of interest escrow:

Six Months Six Months
Ended Year Ended Ended
June 30, December 31 June 30,

2015 2014 2014
Beginning balanc $ 318 $ 255 $ 255
+ SF Loan interest and preferred equity divide 32 75 37
+ Additions from Pennsylvania Loa 532 318 50
+ Additions from other loan 79 159 89
- Interest and fee (330 (489 (195
- Repaid to borrower or used to reduce princ (28) - -
Ending balanc: $ 603 $ 318 $ 236
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Notes Payable Unsecur

At the same time that we extended the Pennsylaraas in December 2011, we assumed a note payablé toorrowin
customer for $1,500, which was the balance untddbeber 2014. This loan was unsecured and had the gaority as the Notes.
was also collateral for the loans we extended i® ¢hstomer. In December 2014, we converted $1d@iOhis note payable
preferred equity, moved $125 of the note payabtedanterest escrow, in January 2015 repaid tmeireing $375 to the borrower.
addition, we owed $6,691 and $5,427 in Notes pa&yalblder our Notes offering as of June 30, 2015 Recember 31, 201
respectively. We expect our Notes payable unsedwksthce to increase as we raise funds in our Ndtesng.

Purchase and Sale Agreeme

In December 2014, the Company entered into a psechad sale agreement with 1st Financial Bank U&Ar&by th
purchaser may buy loans offered to it by us, andnag be obligated to offer certain loans to pureha®urchaser is buying ser
positions in the loans they purchase, generally 60&ach loan. Purchaser generally receives tleedsit rate we charge the borro
(with a floor of 10%) on their portion of the loaalance, and we receive the rest of the interesalof the loan fee. We service
loans. There is an unlimited right for us to eadl loan sold, however in any case of such caflijramum of 4% of the commitme
amount of purchaser must have been received byasec in interest, or we must make up the diffexeAtso, the purchaser ha
put option, which is limited to 10% of the fundimgade by purchaser under all loans purchased itrdileng 12 months. Th
transaction is accounted for as a secured lineeafitc

In April 2015, the Company entered into a purchaisé sale agreement with Seven Kings Holdings, (fKings”) as
purchaser and the Company as seller, whereby 7Kings loans offered to it by us, providing thatitipertions of the loans alwa
total less than $1,500. 7Kings may adjust the $1\&ith notice, but such change will not cause ablaak by us. 7Kings is buyi
parifpassu positions in the loans they purchase, généi#o of each loan. 7Kings generally receives ai®¥rest rate on its porti
of the loan balance, and we receive the rest ointleeest and all of the loan fees. We serviceldhas. There is an unlimited ri
for us to call any loan sold. This transactioadsounted for as a secured line of credit.

The purchase and sale agreements are detailed:below

June 30, 2015 December 31, 2014

Book Value of Due From Book Value of Due From

Loans which Shepherc's Loans which Shepherc's
Served as  Finance to Loar Served as  Finance to Loar

Collateral Purchaser Collateral Purchaser

Loan purchaser

1st Financial Bank, US. $ 1,358 $ 607 $ - % -
Seven Kings Holdings, In 628 222 - -
Total $ 1,986 $ 829 $ - $ -

Liquidity and Capital Resources
The Company’s anticipated primary sources of liuigoing forward are:

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

o The continued issuance of Notes to the generaliqtinough our public Notes offering, which was ldeed
effective by the SEC on October 4, 2012, and has begistered and declared effective in 38 stated both June
30, 2015 and December 31, 2014. We began to asiweimi March 2013 and received an aggregate of
approximately $6,691 and $5,427 in Notes procesdsf dune 30, 2015 and December 31, 2014, resphclivet
of redemptions). We anticipate continuing our apitising efforts in 2015, focusing on the effaftst have
proven fruitful
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« Interest income and/or principal repayments relatethe loans. The Company’s ability to fund itseggions
remains dependent upon the ability of our largestdwer, whose loan commitments represented 61%6a%d of
our total outstanding loan commitments as of Juhe2B15 and December 31, 2014, respectively, tdiraom
paying interest and/or principal. The risk of canglest customer not paying interest is mitigatettiénshort term by
having an interest escrow, which had a balance588%&nd $249 as of June 30, 2015 and December034, 2
respectively. While a default by this large custoowild impact our cash flow and/or profitabilitythe long term,
we believe that, in the short term, a default mighpact profitability, but not liquidity, as we agenerally not
receiving interest payments from the customer whdes performing (interest is being credited frbim interest
escrow)

« Funds borrowed from affiliated creditors.

We generated net income of $135 and $89 for sixthsoended June 30, 2015 and 2014, respectiveljure 30, 2015 a
December 31, 2014, we had cash on hand of $1,993%88, respectively, and our outstanding debledt&7,520 and $5,8(
respectively, of which $829 and $0 was securegeaively. As of June 30, 2015 and December 3142t amount that we he
not loaned, but are obligated to potentially lendotr customers based on our agreements with thes,$4,055 and $1,7
respectively. Our availability on our line of creffiom our members was $1,500 at both June 30, a88i3December 31, 2014. (
borrowings under our purchase and sale agreemerts $829 and $0 at June 30, 2015 and Decembel024, Bespectively. Tl
purchase and sale agreements add liquidity andsills to expand our business.

Our current plan is to expand the commercial lepgirogram by using current liquidity and availahleding (including
funding from our Notes program). We have anticigatee costs of this expansion and the continuirggscof maintaining our pub
company status, and we anticipate generating, ghracwrmal operations, the cash flows and liquidigcessary to meet ¢
operating, investing and financing requirementsnadted above, the three most significant factohgrdy our current plans are 1
purchase and sale agreements, continued paymepisnoipal and/or interest by our largest borrowed the public offering
Notes. If actual results differ materially from arurrent plan or if expected financing is not aafglié, we believe we have the ab
and intent to obtain funding and generate net witntbugh additional debt or equity infusions oftgai§ needed. There can be
assurance, however, that we will be able to impldroar strategies or obtain additional financingemfavorable terms, if at all.

Our business of borrowing money andarding it to generate interest spread is our pymage of capital resources. Th
are several risks in any financing company of trasure, and we will discuss significant risks harel how they relate to ¢
Company and what, if any, mitigation techniqueshaee or may employ.

First, any financial institution needs to match thaturities of its borrowings with the maturitiekits assets. The bulk
most financial institutionsborrowings are in the form of public investmentsdeposits. These generally have maturities the
either set periods of time, or upon the demandefinvestor/depositor. The risk is that either gdtions come due before funds
available to be paid out (a shortage of liquididy)that funds are repaid before the obligation chee (idle cash, as descri
herein). To mitigate these risks, we are not affgdemand deposits (for instance, a checking atcdostead, we are offering No
with varying maturities between one and four yeatsch we believe will be longer than the averafgedf the loans we will exten
However, we have the option to repay the Notesyged#riwe wish, without penalty. These items protest against this risk
matching of debt and asset maturity.

Second, financial institutions must have daily ilitity on their debt side, to offset variations oah balances on a d¢
basis. Borrowers can repay their Notes at any tand,they will request draws as they are readyhfm. Further, construction loz
are not funded 100% initially, so there are contralcobligations on the lenderpart to fund loans in the future. Most finar
institutions mitigate this risk by having a seculieg of credit from the Federal Reserve Bank. \&eehthe same risk from custor
repayments and draws as banks, and we intend igateithis risk by obtaining a secured line of d@redth a bank. Our current de
financing consists of the two demand loans fromrmembers, our purchase and sale agreement, antheeicured Notes from 1
public offering. The loan balance from our membamsboth June 30, 2015 and December 31, 2014 wa$HgDbalance on o
purchase and sale agreements (which are treated Bkcured line of credit in our consolidatedrfaial statements) was $829 anc
as of June 30, 2015 and December 31, 2014, résggciThe loan balance on the SF Loan was $0 &7& $s of June 30, 2015 :
December 31, 2014, respectively. The balance of ftetln the Notes offering was $6,691 and $5,427%fagune 30, 2015 a
December 31, 2014, respectively. If we are ablefimance the demand loans with a bank line ofitrae intend to maintain tl
outstanding balance on the line at approximateBt 1 our committed loan amount. Failure to refiratice demand loans in -
future with a larger bank line of credit may resala lack of liquidity, or low loan production. fme lines of credit from banks w
have expiration dates or be demand loans, whidrhate risks associated with those maturities.
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Third, financial institutions have the risk of sgiin market rates on borrowing and lending, whiah make borrowir
money to fund loans to their customers or fundrtbperations costly. The rates at which institigiean borrow are not necesss
tied to the rates at which they can lend. In owecave are lending to customers using a rate wtacles monthly with our cost
funds. So while we somewhat mitigate this risk, ave still open to the problem of, at the time afjimating loans, wanting
originate new loans at a rate that would be prolftabut that rate not being competitive in the kmairLack of lending may cause
to repay Notes early and lose interest spreadrdottarting our profitability and ability to repay.

We currently generate liquidity (or may in the fgufrom:

O

proceeds from the Nott

proceeds from our purchase and sale agreer

repayments of loan receivabl

interest and fee incon

borrowings in the form of the demand loans from member:
borrowings from lines of credit with banks (notplace yet)
sale of property obtained through foreclosure (rtordate); an

other sources as we determine in the fu

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

O

O
a
O

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

to the extent we have remaining net proceeds aeduate cash on hand, fund any one or more ¢
following activities

O to extend commercial construction loans to homedeusl to build single or mulfamily homes c
develop lots

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

to purchase defaulted secured debt from finanegitutions at a discoul

o O o 0O

to purchase defaulted unsecured debt from suppbeinemebuilders at a discount and then sec
with real estate or other collate

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

O to redeem Notes which we have decided to redeammforimaturity

The Companys anticipated primary sources of liquidity goingward are the purchase and sale agreements, cet
issuance of Notes to the general public, interegirne and principal repayments related to loaesténds, as well as funds borro
from affiliated creditors. Therefore, the Comparsftslity to fund its operations is dependent ugwase sources of liquidity.

43




Inflation, Interest Rates, and Housing Starts

Since we are in the housing industry, we are affbdiy factors that impact that industry. Housingrtstimpact ot
customersability to sell their homes. Faster sales meandrigfffective interest rates for us, as the recagmivf fees we charge
spread over a shorter period. Slower sales meaer leffective interest rates for us. Slower saledik&ely to increase the default r
we experience.

Housing inflation has a positive impact on our agiens. When we lend initially, we are lending aceatage of a home’
expected value, based on historical sales. If tessienates prove to be low (in an inflationary netykthe percentage we loanes
the value actually decreases, reducing potentsakel® on defaulted loans. The opposite is truedigflationary housing price mark
It is our opinion that values are low in many of tmousing markets in the U.S. today, and our lendomginst these values is m
safer than loans made by financial institution2006 to 2008.

Interest rates have several impacts on our busikéss rates affect housing (starts, home size).eHigh long term intere
rates may decrease housing starts, having theteffsied above. Higher interest rates will alsie@four investors. We believe t
there will be a spread between the rate our Na&dd o our investors and the rates the same iox@sbuld get on deposits at FI
insured institutions. We also believe that the agmmay need to widen if these rates rise. Forriestaf we pay 7% above aver:
CD rates when CDs are paying 0.5%, when CDs ara@&p6, we may have to have a larger than 7% diffee. This may cause |
lending rates, which are based on our cost of futtdbe uncompetitive. High interest rates may alsoease builder defaults,
interest payments may become a higher portion efatimg costs for the builder. Below is a chartvahg average CD rates
reported by the Federal Reserve Board. The Boadtapped issuing this information in 2014, assrate so low. We will monit
and update once the Federal Reserve Board begipsiade again.

Certificates of Deposit Index

Month 200z 200: 2004 2005 2006 2007 200¢ 200¢  201C 2011 201z 201:
Jan 3.362% 1.68t% 1.132% 1.693% 3.674% 5.21% 5.14%% 2.73(% 0.488% 0.319% 0.31% 0.26¢%
Feb 3.07% 1.647% 1.119% 1.83€% 3.837% 5.26¢% 4.95t% 2.572% 0.407% 0.327% 0.31% 0.262%
Mar 2.828% 1.58% 1.0986 1.99€% 3.996% 5.301% 4.748%6 2.428% 0.337% 0.331% 0.31¢% 0.25%%
Apr 2.60% 1.53% 1.08%% 2.163% 4.158% 5.32®% 4.54%% 2.26%% 0.288% 0.325% 0.321% 0.24&%
May 2429% 1.48% 1.08% 2.332% 4.318% 5.338 4.32% 2.091% 0.27&% 0.305% 0.328 0.24(%
Jun 2.26% 1.41% 1.1186 2.492% 4.483% 5.33¢% 4.10& 1.892% 0.28t% 0.280% 0.33¢% 0.22¢%
Jul 2.10% 1.35¢% 1.162% 2.65&8% 4.640% 5.320% 3.89t% 1.69(% 0.293% 0.266% 0.341% 0.22(%
Aug 1.96% 1.302% 1.212% 2.83%% 4.774% 5.33%% 3.67% 1.482% 0.295% 0.263% 0.33& 0.216%
Sep 1.868 1.241% 1.27% 3.00(% 4.897% 5.34% 3.51% 1.20%% 0.29¢% 0.268% 0.331% 0.21%
Oct 1.82(% 1.194% 1.35:% 3.174% 4.997% 5.32% 3.452% 0.864% 0.30(% 0.276% 0.31% 0.212%
Nov 1.769% 1.171% 1.451% 3.345% 5.081% 5.29% 3.23¢% 0.68%9% 0.305% 0.288% 0.30© 0.21(%
Dec 1.72¢% 1.151% 1.56% 3.512% 5.153% 5.26% 2.969% 0.55¢% 0.312% 0.304% 0.28%% 0.20¢%

Source: Derivation of Rates Reported by Federa¢ResBoard-Copyright 2014 MoneyCafe.com (01/2002083) and Mortgag-
(07/2013 -12/2013).

Housing prices are also generally correlated wihsing starts, so that increases in housing stisrally coincide wit

increases in housing values, and the reverse isrgigntrue. Below is a graph showing single fantigusing starts from 20
through today.
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Annual Single Family Housing Starts in the U5,
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Source: U.S. Census Bureau
To date, changes in housing starts, CD rates,rdladion have not had a material impact on our hess.

ITEM 3. QUANTITATIVE AND QUALITATIVE DISCLOSURE ABO UT MARKET RISK

We are a smaller reporting company as defined bg R2b2 of the Securities Exchange Act of 1934 and ategequired t
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 repoit chief executive officer (our principal execetigfficer and principi
financial officer) evaluated the effectivenessha tlesign and operation of our disclosure con&moatsprocedures. Based upon, ar
of the date of, the evaluation, our chief executiffeeer (our principal executive officer and pripal financial officer) concluded tF
the disclosure controls and procedures were effe@s of the end of the period covered by this ntefpoensure that informati
required to be disclosed in the reports we file anldmit under the Securities Exchange Act of 1%34amended (theEkchang
Act”), is recorded, processed, summarized and reportaddasvhen required. Disclosure controls and proa=dimrclude, witho
limitation, controls and procedures designed taienthat information required to be disclosed bynuthe reports we file and sub
under the Exchange Act is accumulated and commiggida our management, including our chief exeeutfficer (our principz
executive officer and principal financial officeas appropriate to allow timely decisions regardaguired disclosure.

Internal Control over Financial Reporting
There have been no changes in our internal coatrl financial reporting that occurred during theder ended June

2015 that have materially affected, or are readgrigiely 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
@ None
(b) We registered up to $700,000,000 in FixeceRatbordinated Notes in our public offering (SE®@ No. 333-
181360, effective October 4, 2012). As of June Z1,5, we had issued $7,581,000 in Notes pursuaati
public offering. From October 4, 2012 through J80e 2015, we incurred expenses of $311,000 in aiiam
with the issuance and distribution of the Notesictvtwere paid to third parties. These expenses wetdol
underwriters or discounts, but were for advertisprinting, and professional services. Net offenimgceeds ¢
of June 30, 2015 were $6,380,000, 81% of which wezsl to increase loan balances, 1% of which redin
secured debt from affiliates, and 18% went to iaseecash available for loa
(c) None
ITEM 3. DEFAULTS UPON SENIOR SECURITIES
None.
ITEM 4. MINE SAFETY DISCLOSURES
Not applicable.
ITEM 5. OTHER INFORMATION

(@) During the quarter ended June 30, 2015, tlvaseno information required to be disclosed ipfort on Form 8-
K which was not disclosed in a report on Fori-K.

(b) During the quarter ended June 30, 2015, there nemnaterial changes to the procedures by which rae
may recommend nominees to our board of man:

ITEM 6. EXHIBITS

The exhibits required to be filed with this repare set forth on the Exhibit Index hereto and ipocated by referen
herein.
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EXHIBIT INDEX

The following exhibits are included in this report Form 10Q for the period ended June 30, 2015 (and are rauhie
accordance with Item 601 of Regulation S-K).

Exhibit No. Name of Exhibit
3.1 Certificate of Conversion, incorporated by refeesit@ Exhibit 3.1 to the ComparsyRegistration Statement
Form &1, filed on May 11, 2012, Commission File No. -18136(

3.2 Certificate of Formation, incorporated by referenceExhibit 3.2 to the Compars/’'Registration Statement
Form &-1, filed on May 11, 2012, Commission File No. -18136(

3.3 Amended and Restated Operating Agreement, incdgmbrby reference to Exhibit 3.3 to the Company’
Registration Statement on Forr-1, filed on May 11, 2012, Commission File No. -18136(

3.4 Amendment No. 1 to the Amended and Restated Lintitebility Company Agreement of Shephesd*inance
LLC, dated December 31, 2014, incorporated by esfez to Exhibit 10.2 to the Company’s ForrK 8filed on
January 6, 2015, Commission File No. -18136(

3.5 Amendment No. 2 to the Amended and Restated Lintitalility Company Agreement of Shephesd=inance
LLC, dated March 30, 2015, incorporated by refeeetec Exhibit 10.1 to the Company’s FornK8iled on
March 30, 2015, Commission File No. -18136(

4.1 Indenture Agreement (including Form of Note) dafedober 4, 2012, incorporated by reference to EixA4ik tc
the Compan’s Annual Report on Form -K, filed on March 8, 2013, Commission File No. -18136(

10.1 Loan Purchase and Sale Agreement, incorporateéfbyence to Exhibit 10.1 to the Compangurrent Repa
on Form &K, filed on May 5, 2015, Commission File No. -18136(

31.1* Certification of Principal Executive Officer andimipal Financial Officer, pursuant to Section 362 the
Sarbane-Oxley Act of 200:

32.1* Certification of Principal Executive Officer andifipal Financial Officer, pursuant to 18 U.S.Cct&mn 1350
as created by Section 906 of the Sark-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 RegulationTSthese Interactive Data Files are deemed ndl filepart of a registratic

statement or prospectus for purpose of Sectionr12of the Securities Act of 1933, as amendedsextion 18 of the Securiti
Exchange Act of 1934, as amended, and are othenetsgubject to liability.
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SIGNATURES

Pursuant to the requirements of the Securities &x@h Act of 1934, the Registrant has duly causied-¢iport to be signed
its behalf by the undersigned thereunto duly aigkdr

SHEPHERD'S FINANCE, LLC
(Registrant

Dated: July 30, 2015 By:/s/ Daniel M. Wallach

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 not aoatay untrue statement of a material fact or amgitate a material fact
necessary to make the statements made, in ligheafircumstances under which such statementsmade, not
misleading with respect to the period covered I/ rport

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

4. | am responsible for establishing and maintainiisglosure controls and procedures (as definékamange Act Rules 13a-
15(e) and 15-15(e)) for the registrant and ha

a. Designed such disclosure controls and procedaresused such disclosure controls and procedoltss designed
under our supervision, to ensure that materiakimétion relating to the registrant, including ihesolidated
subsidiaries, is made known to us by others withdse entities, particularly during the period inieh this report
is being prepare

b. Evaluated the effectiveness of the registransslasure controls and procedures and presentiaisineport our
conclusions about the effectiveness of the discdosantrols and procedures, as of the end of thedeovered by
this report based on such evaluation;

c. Disclosed in this report any change in the regists internal control over financial reportingttoccurred during
the registrant’s most recent fiscal quarter (tlggsteant’s fourth fiscal quarter in the case obanual report) that
has materially affected, or is reasonably likelyrtaterially affect, the registrant’s internal cahiwver financial
reporting; an

5. | have disclosed, based on my most recent evattuaf internal control over financial reporting, the registrant’'s auditors
and the audit committee of regist’s board of directors (or persons performing thevedgnt functions

a. All significant deficiencies and material wealsessin the design or operation of internal cordvar financial
reporting which are reasonably likely to adversdfgct the registrant’s ability to record, processnmarize and
report financial information; ai

b. Any fraud, whether or not material, that involweanagement or other employees who have a signiifioke in the
registran’'s internal control over financial reporti

Dated: July 30, 2015 By: /s/ Daniel M. Wallach
Daniel M. Wallacl
Chief Executive Officer and Mana(
(Principal Executive Officer and Principal Finaricficer)




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@fiénof the Sarbane3xley Act of 2002, the undersigned officer
Shepherd’s Finance, LLC, (the “Company”), in coriiwec with the Company’s Quarterly Report on FormQUdor the perio
ended June 30, 2015 (the “Report”) hereby certif@is knowledge, that:

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

(i) the information contained in the Report faigyesents, in all material respects, the finanamldition and results of
operations of the Compal

Dated: July 30, 2015 By: /s/ Daniel M. Wallach
Daniel M. Wallacl
Chief Executive Officer and Mana
(Principal Executive Officer and Principal Finarcficer)




