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UNITED STATES

SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

Form 8-K

Current Report
Pursuant to Section 13 or 15(d) of the Securities Exchange Act of 1934
Date of Report (Date of earliest event reported): October 23, 2017
Shepherd’s Finance, LL.C
(Exact name of registrant as specified in its charter)
Commission File Number: 333-203707

Delaware 36-4608739
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12627 San Jose Blvd., Suite 203, Jacksonville, FL 32223
(Address of principal executive offices, including zip code)

(302) 752-2688
(Registrant’s telephone number, including area code)

None.
(Former name or former address, if changed since last report)

Check the appropriate box below if the Form 8-K filing is intended to simultaneously satisfy the filing obligation of
the registrant under any of the following provisions:

[ ] Written communications pursuant to Rule 425 under the Securities Act (17 CFR 230.425)

[ ] Soliciting material pursuant to Rule 14a-12 under the Exchange Act (17 CFR 240.14a-12)

[ ] Pre-commencement communications pursuant to Rule 14d-2(b) under the Exchange Act (17 CFR 240.14d-2(b))
[ ] Pre-commencement communications pursuant to Rule 13e-4(c) under the Exchange Act (17 CFR 240.13e-4(c))
Indicate by check mark whether the registrant is an emerging growth company as defined in Rule 405 of the
Securities Act (17 CFR 230.405) or Rule 12b-2 of the Exchange Act (17 CFR 240.12b-2). Emerging growth
company [X]

If an emerging growth company, indicate by check mark if the registrant has elected not to use the extended

transition period for complying with any new or revised financial accounting standards provided pursuant to
Section 13(a) of the Exchange Act. [ |




Item 1.01. Entry into Material Definitive Agreement.

On October 23, 2017, Shepherd’s Finance, LLC (the “Company”) entered into a Line of Credit Agreement (the
“LOC Agreement”) with Paul Swanson (the “Lender”). Pursuant to the LOC Agreement, the Lender will provide the
Company with a revolving line of credit (the “Line of Credit”) not to exceed $4,000,000. The LOC Agreement is effective
as of October 23, 2017 and will terminate 15 months after that date unless extended by the Lender for one or more
additional 15 month periods. The Company may terminate the LOC Agreement by providing the Lender with notice at
least 60 days in advance of the original termination or any renewal termination date.

The Line of Credit requires monthly payments of interest only during the term of the Line of Credit, with the
principal balance due upon termination. The unpaid principal amounts advanced on the Line of Credit bear interest for
each day until due at a fixed rate per annum (computed on the basis of a year of 360 days for actual days elapsed) for each
day at 9%. The Company may, at its option, choose to prepay the principal, interest, or other amounts due from the
Company under the Line of Credit in whole or in part at any time.

The Company is pledging, and will continue to pledge in the future, certain of its commercial loans as collateral
for the Line of Credit (the “Collateral Loans”) pursuant to the Collateral Assignment of Notes and Documents dated as of
October 23, 2017. The amount outstanding under the Line of Credit may not exceed 67% of the aggregate amount
outstanding on the Collateral Loans then pledged to secure the Line of Credit. The Company’s obligation to repay the Line
of Credit is evidenced by two Promissory Notes from the Company dated October 23, 2017 (the “Promissory Notes™), one
evidencing a promise to repay the secured portion of the Line of Credit and one evidencing a promise to repay the
unsecured portion of the Line of Credit.

R. Scott Summers, P.L.L.C., a West Virginia professional limited liability company (the “Custodian”) will serve
as the custodian to hold the Collateral Loans for the benefit of the Lender pursuant to the Custodial Agreement dated as of
October 23, 2017 between the Company, the Lender, and the Custodian. The Custodian is owned by R. Scott Summers, an
investor in the Company’s public notes offering and the son of Kenneth R. Summers, one of the Company’s independent
managers. The Custodian is responsible for certifying to the Lender that it has received the relevant Collateral Loan
assignment documentation from the Company. The Company is responsible for paying the Custodian’s monthly fee,
which is equal to 1% interest on the amount of the Collateral Loans outstanding in the Custodian’s custody.

The descriptions of the Line of Credit, the LOC Agreement, the Promissory Notes, and the Collateral Assignment
of Notes and Documents above are qualified in their entirety by the LOC Agreement, the Unsecured Promissory Note, the
Secured Promissory Note, and the Collateral Assignment of Notes and Documents attached as Exhibits 10.1, 10.2, 10.3,
and 10.4, respectively, to this Current Report on Form 8-K. Copies of the LOC Agreement, the Promissory Notes, and the
Collateral Assignment of Notes and Documents are filed as Exhibits 10.1, 10.2, 10.3, and 10.4, respectively, to this
Current Report on Form 8-K and are incorporated herein solely for purposes of this Item 1.01 disclosure.

Item 9.01. Financial Statements and Exhibits.

(d) Exhibits.

10.1 Line of Credit Agreement between the Company and the Lender dated as of October 23, 2017

10.2 Unsecured Promissory Note from the Company to the Lender dated as of October 23, 2017

10.3 Secured Promissory Note from the Company to the Lender dated as of October 23, 2017

104 Collateral Assienment of Notes and Document between the Company and the Lender dated as of

October 23, 2017




Signature(s)

Pursuant to the requirements of the Securities Exchange Act of 1934, the Registrant has duly caused this report to be
signed on its behalf by the undersigned hereunto duly authorized.

SHEPHERD’S FINANCE, LLC

Date: October 27, 2017 By:/s/ Daniel M. Wallach

Daniel M. Wallach
Chief Executive Officer and Manager
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LINE OF CREDIT AGREEMENT

This Line of Credit Agreement (“Agreement”), dated as of the 23rd day of October 2017, by and between
SHEPHERD’S FINANCE, LLC, a Delaware limited liability company, having an address at 12627 San Jose Blvd.,
Suite 203, Jacksonville, FL 32223 (“Borrower”™),

AND
PAUL SWANSON having an address of 128 Sota Drive, Jupiter, Florida 33458 (“Lender”).
WITNESSETH:

WHEREAS, Borrower has requested Lender to extend a revolving line of credit to Borrower in the principal
amount not to exceed FOUR MILLION and 00/100 DOLLARS (54,000,000.00) to use for certain purposes as set forth
herein; and

WHEREAS, Lender is willing to extend such credit pursuant to the terms and conditions set forth herein.

NOW, THEREFORE, in consideration of the premises and of the mutual covenants herein contained and
intending to be legally bound hereby, the parties hereto agree as follows:

ARTICLE I
DEFINITIONS

1.01. Certain Definitions. In addition to other words and terms defined elsewhere in this Agreement, the
following words and terms shall have the following meanings, respectively, unless the context otherwise clearly requires:

“Affiliate” shall mean any Person which directly or indirectly controls, or is controlled by, or is under
common control with, Borrower, and for each individual who is an Affiliate within the meaning of the foregoing, any
other individual related to such Affiliate by consanguinity within the third degree or in a step or adoptive relationship
within such third degree or related by affinity with such Affiliate or any such individual and any Person directly or
indirectly controlled by any of the foregoing. The term “control” means the possession, directly or indirectly, or the power
to direct or cause the direction of the management or policies of a Person, whether through the ownership of voting
securities or partnership interests, by contract or otherwise.

“Agreement” shall mean this Line of Credit Agreement, as amended, modified or supplemented from
time to time.
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“Business Day” shall mean any day other than a Saturday, Sunday, public holiday under the laws of the
State of Florida or other day on which banking institutions are authorized or obligated to close in Morgantown, West
Virginia.

“Closing” shall mean the satisfaction of all requirements set forth in this Agreement by the Borrower,
including those set forth in Article IV hereof.

“Closing Date” shall mean the date of Closing.

“Code” shall mean the Internal Revenue Code of 1986 as amended along with rules, regulations,
decisions and other official interpretations in connection therewith.

“Collateral Assignment of Notes and Documents” shall mean that certain master assignment of the notes
and all related documents pertaining to the Collateral Loans given by Borrower to Lender as collateral as required by
Section 4.03 hereof.

“Collateral Loan” or “Collateral Loans” shall mean those construction loans made by Borrower in
compliance with its loan policies that do not exceed the amount of $600,000, do not exceed an aggregate of $2,000,000 to
any one entity or person, and are not more than one year old, which from time to time pledged to secure the Line of Credit
and otherwise satisfy the terms and conditions set forth in Sections 2.04, 4.03 and 4.04 herein. Notwithstanding the limits
set forth hereinabove, in the event a loan pledged exceeds $600,000, only $600,000 shall be used to calculate the amount
pledged pursuant to Section 2.04.(a)(ii). (i.e. if a loan amount is $736,000, only 67% of $600,000 will be added to the
aggregate amount pledged).

“Collateral Property Disposition” shall mean the foreclosure, transfer or other disposition of property
securing a Collateral Loan, or another event obligating Borrower to release a document or security instrument securing a
Collateral Loan.

“Custodian” shall mean R. Scott Summers, P.L.L.C., having an office at 69 Clay Street, Suite 201,
Morgantown, WV 26505.

“Debt” shall mean collectively (A) all Indebtedness, whether of principal, interest, fees, expenses or
otherwise, of Borrower to Lender, whether now existing or hereafter incurred including, but not limited to, future loans
and advances, if any, under this Agreement, and the Loan Documents, as the same may from time to time be amended,
together with any and all extensions, renewals, refinancings or refundings thereof in whole or in part; (B) all other
obligations for the repayment of borrowed money, whether of principal, interest, fees, expenses or otherwise, of Borrower
to Lender, now existing or hereafter incurred, whether under letters or advances of credit, lines of credit, other financing
arrangements or otherwise (including, but not limited to, any obligations arising as a result of any overdrafts), whether or
not related to this Agreement or the Note, whether or not contemplated by Lender or Borrower on the date hereof and
whether direct, indirect, matured or contingent, joint or several, or otherwise, together with any and all extensions,
renewals, refinancings or refundings thereof in whole or in part; (C) all costs and expenses including, without limitation,
to the extent permitted by law, reasonable attorneys’ fees and legal expenses, incurred by Lender in the collection of any
of the Indebtedness referred to in clauses (A) or (B) above, and amounts due and owing to Lender under this Agreement;
and (D) any advances made by Lender for the maintenance, preservation, protection or enforcement of, or realization
upon, any property or assets now or hereafter made subject to a mortgage, pledge, lien or security interest granted pursuant
hereto or pursuant to this Agreement, or the Loan Documents or pursuant to any agreement, instrument or note relating to
any of the Debt including, without limitation, advances for taxes, insurance, repairs and the like.
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“Event of Default” shall mean any of the Events of Default described in Section 7.01.

“Expiration Date” shall mean FIFTEEN (15) MONTHS from the date hereof, unless extended and
renewed as required and provided by Section 2.01(b) hereof.

“Law” shall mean any law (including common law), constitution, statute, treaty, regulation, rule,
ordinance, order, injunction, writ, decree or award of any Official Body.

“Lien” shall mean any mortgage, deed of trust, pledge, lien, security interest, charge or other
encumbrance or security arrangement of any nature whatsoever including, but not limited to, any conditional sale or title
retention arrangement, and any assignment, deposit arrangement or lease intended as, or having the effect of, security.

“Loan” or “Loans” shall mean the loans, represented by Loan Advances, made by Lender to Borrower
or to Borrower’s beneficiary pursuant to the Line of Credit, and as otherwise advanced for the benefit of Borrower under
this Agreement and as further set forth in Section 2.01 hereof.

“Loan Account” shall mean that as set forth in Section 2.10 hereof.

“Loan Advances” shall mean advances on account of the Note made by the Lender from time to time
pursuant to this Agreement.

“Loan Document” or “Loan Documents” shall mean singularly or collectively, as the context may
require, (i) this Agreement, (ii) the Note, (iii) the Collateral Assignment of Notes and Documents, and (iv) any and all
other documents, instruments, certificates and agreements executed and/or delivered in connection with this Agreement, as
any of they may be amended, modified, extended or supplemented from time to time.

“Note” shall mean the promissory note of Borrower executed and delivered to Lender under this
Agreement, or any note executed and delivered pursuant to this Agreement, together with all extensions, renewals,
refinancings or refundings in whole or part and as further set forth in Section 2.02 hereof.
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“Official Body” shall mean any government or political subdivision or any agency, authority, bureau,
central Lender, commission, department or instrumentality of either, or any court, tribunal, grand jury or arbitrator, in each
case whether foreign or domestic.

“Person” shall mean an individual, corporation, partnership, limited partnership, limited liability
company, joint venture, trust, or unincorporated organization, or a government or any agency or political subdivision
thereof.

“Potential Default” shall mean any event or condition which with notice or passage of time or any
combination of the foregoing would constitute an Event of Default.

“Request for Advance” shall mean a statement of the Borrower, in a form acceptable to Lender, setting
forth the amount of the Loan Advance being requested and containing such other information as is required by Lender and
by Section 2.04 hereof.

“UCC” shall mean the Uniform Commercial Code that is in effect on the date of this Agreement and as
amended from time to time, of the state or states having jurisdiction with respect to all or any portion of the collateral
granted or assigned to Lender from time to time under or in connection with this Agreement and the other Loan
Documents.

ARTICLE I
THE LINE OF CREDIT

2.01. Commitment.

(a) The Line of Credit. Subject to the terms and conditions and relying upon the representations and
warranties in this Agreement and the other Loan Documents, Lender agrees to make a revolving line of credit available to
Borrower in the aggregate original principal amount not to exceed FOUR MILLION and 00/100 DOLLARS
($4,000,000.00) (“Line of Credit”) at the Closing, the proceeds of which will be advanced to Borrower from time to time
during the period commencing on the date of Closing and ending eleven months from the date hereof, in accordance with
and subject to the conditions, requirements and limitations set forth in this Agreement. Upon repayment of any amount of
principal or interest on the Line of Credit by Borrower, Borrower may reborrow hereunder. Reborrowing privileges may
be suspended by Lender prior to the Expiration Date if an Event of Default or Potential Default exists.

(b)  Term of Agreement. Lender’s commitments under this Agreement will expire on the then current
Expiration Date, unless Lender, after a review of Borrower’s performance under this Agreement, elects to renew its
commitments for one or more additional FIFTEEN (15) MONTH periods. IN THE EVENT LENDER ELECTS NOT
TO RENEW THIS AGREEMENT, LENDER MUST GIVE WRITTEN NOTICE TO BORROWER AT LEAST
120 DAYS BEFORE THE EXPIRATION DATE OF THE THEN CURRENT TERM. If no notice is given at least
ONE HUNDRED TWENTY (120) DAYS before the Expiration Date of the then current term, this Agreement will be
renewed and the Expiration Date shall be automatically extended an additional FIFTEEN (15) MONTHS, on the same
terms and conditions hereof. However, Borrower’s representations, warranties and agreements shall remain in full force
and effect so long as any Debt is outstanding. Borrower shall have the right to terminate the line of credit if Borrower
gives Lender Notice of its intention to terminate the line of credit at least SIXTY (60) DAYS prior to the original
expiration or any renewal thereof.
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2.02.  Note. The obligation of Borrower to repay the unpaid principal amount of the Line of Credit made to it
by Lender, and to pay interest thereon, shall be evidenced by the Note, dated of even date herewith. The executed Note
shall be delivered by Borrower to Lender at the Closing.

2.03. Interest Rate; Usury.

(a)  Interest Rate. The unpaid principal amounts advanced on the Line of Credit shall bear interest for
each day until due at a fixed rate per annum (computed on the basis of a year of 360 days for actual days elapsed) for each
day at NINE PERCENT (9%) (the “Rate”).

(b)  Interest Rate Set by Law. In the event the rates of interest provided for in subsections (a) above
are finally determined by any Official Body to exceed the maximum rate of interest permitted by any applicable usury or
similar Laws, or its application shall be suspended and there shall be charged instead the maximum rate of interest
permitted by such Laws. If any payment of interest or in the nature of interest would cause the foregoing interest rate
limitation to be exceeded, then such excess payment will be credited as a payment of principal, unless Borrower notifies
Lender in writing to return the excess payment to Borrower.

2.04. Loan Advances.

(a) Request for Advances under Line of Credit. Not less than 5 Business Days prior to the making of
each Loan Advance, the Borrower shall submit to Lender a Request for Advance and borrowing base certificate, a form of
which is attached hereto as EXHIBIT A, certifying and evidencing that the requested advance and then current amount
outstanding under the Loan does not exceed the limits set forth below, and shall have submitted to the Custodian the Notes
and Documents, as defined and more particularly set forth in the Collateral Assignment of Notes and Documents. The
Lender shall not be required to make Loan Advances more frequently than once each month and such monthly Loan
Advance shall not be less than $100,000 and each receipt of the Loan Advance requested thereby shall constitute a
certification by the Borrower that the representations and warranties contained in Article III hereof are true and correct on
the date of such Request for Advance or such receipt, as the case may be. Loan Advances shall be made by the Lender
within 5 Business Days of receipt of a Request for Advance, provided such request is supported by the borrowing base
certificate. The amounts outstanding under the Line of Credit shall be the lesser of (i) $4,000,000 or (ii) 67% of the
aggregate amount outstanding on the Collateral Loans being pledged to secure the Line of Credit and shown on the
borrowing base certificate, which shall be provided monthly by Borrower to Lender with its payment of accrued interest.
The individual Collateral Loans being pledged to secure the Line of Credit may be substituted with other Collateral Loans
or may be removed as collateral by the Borrower provided the aggregate amount outstanding on the Collateral Loans
being pledged to secure the Line of Credit is sufficient to meet the minimum requirements set forth hereinabove.
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(b)  Payment of Loan Advances. Loan Advances shall be wired to the Borrower’s account as directed

by Borrower.

2.05.  Principal and Interests Payments. Commencing on the 1*' day of the month following the first Loan
Advance on the Line of Credit and each month thereafter during the term of the Line of Credit, Borrower shall make
monthly payments of interest in the amount sufficient to pay the accrued interest on the Line of Credit. Loan Advances
made pertaining to a Collateral Loan shall be repaid as set forth in the Note.

2.06  Optional Prepayments. Borrower shall have the right, at its option, to prepay the principal, interest or
other amounts due from Borrower under this Agreement or under the Note in whole or in part at any time.

2.07. Payments. All payments to be made in respect of principal, interest or other amounts due from Borrower
under this Agreement or under the Note shall be payable on or before 2:00 o’clock p.m., Jacksonville, Florida time, on the
day when due without presentment, demand, protest or notice of any kind, all of which are hereby expressly waived, and
an action therefor shall immediately accrue. Such payments shall be made to Lender at its address in U.S. dollar funds
immediately available without setoff, counterclaim or other deduction of any nature. All such payments shall be applied at
the option of Lender to accrued and unpaid interest, outstanding principal and other sums dues under this Agreement in
such order as Lender, in its sole discretion, shall elect.

2.09.  Indemnity. Borrower shall indemnify Lender against any loss or expense which Lender has sustained or
incurred as a consequence of any default by Borrower in the performance or observance of any covenant or condition
contained in this Agreement, or under the Note including, without limitation, any failure of Borrower to pay when due (by
demand, upon maturity or otherwise) any principal, interest, commitment fees or any other amount due hereunder or under
any Note. If Lender sustains or incurs any such loss or out-of-pocket expense, it shall from time to time notify Borrower of
the amount determined in good faith by Lender (which determination shall be conclusive) to be necessary to indemnify
Lender for such loss or expense. Such amount shall be due and payable by Borrower to Lender ten (10) Business Days
after such notice is given and shall bear interest at the rate of the default rate set forth in the Note.

2.10. Loan Account. Lender shall open and maintain on its books a loan account (the “Loan Account”) with
respect to repayments, prepayments, the computation and payment of interest, and the computation and final payment of
all other amounts due and sums paid to Lender hereunder. Except in the case of manifest error in computation, the Loan
Account shall be conclusive and binding on Borrower as to the amount at any time due to Lender from Borrower
hereunder.
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2.11.  Collateral. The Note and all obligations of Borrower hereunder shall be secured by the Collateral
Assignment of Notes and Documents, and any and all other Loan Documents executed and recorded with respect thereto.

ARTICLE III
REPRESENTATIONS AND WARRANTIES

Borrower hereby represents and warrants to Lender that:

3.01. Organization and Qualification. Borrower is a limited liability company duly organized, validly existing
and in good standing under the laws of its jurisdiction of organization, and is duly qualified or licensed to do business as a
limited liability company, and in good standing in all jurisdictions in which the ownership of its properties or the nature of
its activities or both make such qualification or licensing necessary.

3.02.  Authority; Power to Carry on Business; Licenses. Borrower has the power and authority to execute,
deliver and perform the Loan Documents to which it is a party, to make the borrowing provided for herein, and to perform
its respective obligations hereunder and under the other Loan Documents. All such action has been duly and validly
authorized by all necessary limited liability company proceedings on its part. Borrower has all requisite power and
authority to own and operate its properties and to carry on its business as now conducted and as presently planned to be
conducted. Borrower has all licenses, permits, consents and governmental approvals or authorizations necessary to carry
on its business as now conducted.

3.03.  Execution and Binding Effect. The Loan Documents have been duly and validly executed and delivered
by the parties thereto and, to the extent they are a party thereto, constitute legal, valid and binding obligations of Borrower
enforceable in accordance with the terms hereof and thereof.

3.04. Authorizations and Filings. No authorization, consent, approval, license, exemption or other action by,
and no registration, qualification, designation, declaration or filing with, any Official Body is or will be necessary or
advisable in connection with the execution and delivery of the Loan Documents, the consummation of the transactions
herein or therein contemplated, and the performance of or compliance with the terms and conditions hereof or thereof.

3.05. Absence of Conflicts. Neither the execution and delivery of the Loan Documents, the consummation of
the transactions herein or therein contemplated, nor the performance of or compliance with the terms and conditions
hereof or thereof will (a) violate any Law or any regulation, order, writ, injunction, or decree of any court or governmental
instrumentality or agency, (b) conflict with or result in a breach of or a default under the limited partnership of Borrower
or any agreement or instrument to which Borrower is a party or by which its properties (now owned or hereafter acquired)
may be subject or bound or, (c) result in the creation or imposition of any Lien, charge or encumbrance upon any property
(now owned or hereafter acquired) of Borrower.
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3.06. No Event of Default; Compliance with Instruments. No event has occurred and is continuing and no
condition exists which constitutes an Event of Default or Potential Default. Borrower is not in violation of (i) any term of
any limited liability company agreement nor (ii) any agreement or instrument to which it is a party or by which it or any of
its properties (now acquired or hereinafter acquired) may be subject or bound.

3.07. Litigation. There is no pending, contemplated or threatened proceeding by or before any Official Body
against or affecting Borrower which, if adversely decided, would have a material adverse effect on the financial condition,
assets, properties, management, operations or business of Borrower or on the ability of Borrower to perform its obligations
under the Loan Documents.

3.08.  Compliance with Laws. The conduct by Borrower of its business as it is presently conducted does not
violate any provision of any Law or, if such conduct does not violate a Law, such violation would not, together with all
other such violations, have a material adverse effect on the financial condition or results of operations of Borrower, and
Borrower has obtained all permits, licenses, consents and approvals of all Official Bodies or other third parties, including
all consents and approvals, if any, under the Laws designed to protect the environment, which are required to conduct its
business as it is presently conducted.

3.09. Solvency. After giving effect to the consummation of all the transactions contemplated hereby,
Borrower (a) shall be able to pay its debts as they become due, (b) shall have funds and capital sufficient to carry on its
business and all businesses in which it is about to engage and, (c) shall own property having a value both at fair valuation
and at fair saleable value in the ordinary course of Borrower’s business greater than the amount required to pay its debts as
they become due. Borrower shall not be rendered insolvent by the execution and delivery of this Agreement, the
borrowing hereunder and/or the consummation of any transactions contemplated herein.

3.10.  Accurate and Complete Disclosure, Continuing Representations and Warranties. No representation or
warranty made by Borrower under this Agreement or any Loan Document, certificate, report, exhibit or document
furnished by Borrower to Lender pursuant to or in connection with this Agreement is false or misleading in any material
respect (including by omission of material information necessary to make such representation, warranty or statement not
misleading). Borrower has disclosed to Lender in writing every fact which materially and adversely affects, or would
materially and adversely affect, the financial condition, assets, properties, management, operations or business of
Borrower or the ability of Borrower to perform its obligations under the Loan Documents. The representations and
warranties are to survive the delivery of the Loan Documents and the making of the Loan Advances hereunder until the
Note is paid in full and released.
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ARTICLE IV
CONDITIONS OF LENDING

The obligation of Lender to enter into this Agreement and to make any Loan hereunder is subject to the accuracy,
as of the date hereof, of the representations and warranties contained in the Loan Documents, to the performance by
Borrower of its obligations to be performed hereunder and thereunder on or before the Closing Date, and to the
satisfaction of the following further conditions:

4.01. Representations and Warranties, Events of Default and Potential Defaults. The representations and
warranties contained in Article III shall be true on and as of the date of Closing and each Loan Advance, with the same
effect as though made on and as of such date. On the date of the Closing, no Event of Default and no Potential Default
shall have occurred and be continuing or exist.

4.02. Loan Documents. On the Closing Date, the Loan Documents shall have been executed and delivered to
Lender and shall be in effect and all filings and recordings contemplated thereby shall have been made.

4.03. Collateral Assignment of Notes and Documents. There shall have been executed and delivered to
Lender the Collateral Assignment of Notes and Documents pursuant to which Borrower shall have assigned, with
recourse, and granted to Lender a first lien security interests under the UCC, all of the notes, security instruments and
related documents evidencing, securing or otherwise pertaining to the Collateral Loans on which a Loan Advance is
requested by Borrower to be made or has been made, which will, among other things, require Borrower to forward to the
Custodian the original Collateral Loan note and related documents with the initial Request for Advance on the Line of
Credit in regard to such note, but will not require the recording of the assignment of the recorded instrument securing such
note until an Event of Default exists.

4.04. Borrower Lending Policies. Attached hereto as EXHIBIT B is a copy of Borrower’s credit policies and
underwriting criteria pertaining to the Collateral Loans, and Borrower hereby agrees that the same will be adhered to and
followed when making such Collateral Loans and not be modified without prior notice to the Lender.

ARTICLE V
AFFIRMATIVE COVENANTS

Borrower covenants and agrees with Lender as follows:

5.01. Reporting and Information Requirements.

(@)  Notice of Event of Default. Promptly upon becoming aware of any Event of Default or Potential
Default, Borrower shall give Lender notice thereof, together with a written statement of Borrower setting forth the details
thereof and any action taken or contemplated to be taken by Borrower.
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(b)  Notice of Material Adverse Change. Promptly upon becoming aware thereof, Borrower shall
give Lender notice with respect to any material adverse change in the financial condition, assets, properties, management,
operations or business of Borrower.

(c)  Notice of Proceedings. Promptly upon becoming aware thereof, Borrower shall give Lender
notice of the commencement, existence or threat of all proceedings by or before any Official Body against or affecting
Borrower which, if adversely decided, would have an adverse effect on the financial condition, assets, properties,
management, operations or business of Borrower.

5.02. Compliance with Laws. Borrower shall comply with all applicable Laws, in all material respects.

5.03. Continuation of Business. Borrower shall continue to engage in the business and activities that it is
presently engaged in.

5.04. Preservation of Existence. Borrower shall maintain its limited liability company existence, rights and
franchises in full force and effect in its jurisdictions of organization. Borrower shall qualify and remain qualified as a
foreign limited liability company in each jurisdiction in which failure to receive or retain such qualification would have a
material adverse effect on the financial condition, assets, properties, management, operations or business of Borrower.

5.05  Borrower Lending Policies. Borrower shall make and service the Collateral Loans in a commercially
reasonable manner. Borrower shall notify Lender immediately if Borrower fails to comply with the terms and conditions
of'its lending policies.

ARTICLE VI
DEFAULTS

6.01. Events of Default. An Event of Default shall mean the occurrence or existence of one or more of the
following events or conditions (whatever the reason for such Event of Default and whether voluntary, involuntary or
effected by operation of law):

(a)  Borrower shall fail to pay when due principal or interest on the Note, any amount payable
pursuant to this Agreement or any other amount due hereunder or under any agreement with Lender, and such
default shall continue ten (10) consecutive days; or

(b)  Any representation or warranty made by Borrower under this Agreement or the Loan Documents
or any statement made by Borrower in any certificate, report, exhibit or document furnished or made available by
Borrower to Lender pursuant to this Agreement or the other Loan Documents shall prove to have been false or
misleading in any material respect as of the time when made; or

10




Shepherd’s Finance, LLC
Line of Credit Agreement
$4,000,000

() Borrower shall default in the performance or observance of any covenant contained in Article V
hereof and such default shall continue thirty (30) consecutive days; or

(d) A proceeding shall have been instituted in respect of Borrower:

(i)  seeking to have an order for relief entered in respect of any Borrower or seeking
a declaration or entailing a finding that Borrower is insolvent or a similar declaration or
finding, or seeking dissolution, winding-up, charter revocation or forfeiture, liquidation,
reorganization, arrangement, adjustment, composition or other similar relief with respect to
Borrower, its assets or its debts under any law relating to bankruptcy, insolvency, relief of
debtors or protection of creditors, termination of legal entities or any other similar law now or
hereafter in effect, or

(ii))  seeking appointment of a receiver, trustee, custodian, liquidator, assignee,
sequestrator or other similar official for Borrower or all or any substantial part of its property;
or

(iii)  any such proceedings shall result in the entry, making or grant of any such
order for relief, declaration, funding, relief, or appointment, or such proceeding shall remain
undismissed and unstayed for a period of thirty (30) days or more; or

(e)  Borrower shall become insolvent, shall become generally unable to pay its debts as they become
due, shall voluntarily suspend transaction of its business, shall make a general assignment for the benefit of
creditors, shall institute a proceeding described in Section 7.01j(i) or shall consent to any such order for relief,
declaration, finding or relief described therein, shall institute a proceeding described in Section 7.01j(ii), shall not
have Dan Wallach as its Chief Executive Officer, shall consent to any such appointment or to the taking of
possession by any such official of all or any substantial part of its property whether or not any proceeding is
instituted, shall dissolve, wind-up or liquidate itself or any substantial part of its property, or the current owners
of the Borrower shall sell or otherwise transfer more than 50% of their current ownership interests in Borrower,
or shall take any action in furtherance of any of the foregoing.

6.02. Consequences of an Event of Default. Lender may demand the unpaid principal amount of the Note,
interest accrued thereon and all other amounts owing by Borrower hereunder or under the Note or other Loan Documents
to be immediately due and payable without presentment, demand, protest or further notice of any kind, all of which are
hereby expressly waived, and an action therefor shall immediately accrue.

6.03.  Non-Assumption of Liability. Nothing herein contained shall relieve Borrower from performing any
covenant, agreement or obligation on the part of Borrower to be performed under or in respect to any of the Collateral
(including rights to the Purchased Loans) or from any liability to any party or parties having an interest therein or impose
any liability on Lender for the acts or omissions of Borrower in connection with any of the Collateral. Lender shall not
assume or become liable for, nor shall it be deemed or construed to have assumed or become liable for, any obligation of
Borrower with respect to any of the Collateral, or otherwise, by reason of the grant to Lender of security interests in the
Collateral.
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ARTICLE VII
MISCELLANEOUS
7.01.  Business Days. Except as otherwise provided herein, whenever any payment or action to be made or

taken hereunder or under the Note shall be stated to be due on a day which is not a Business Day, such payment or action
shall be made or taken on the next following Business Day and such extension of time shall be included in computing
interest or fees, if any, in connection with such payment or action.

7.02. Records. The unpaid principal amount of the Note, the unpaid interest accrued thereon, the interest rate
or rates applicable to such unpaid principal amount, the duration of such applicability and the accrued and unpaid
commitment fee shall at all times be ascertained from the records of Lender which shall be conclusive absent manifest
error.

7.03. Amendments and Waivers. Lender and Borrower, acting together, may from time to time enter into
agreements amending, modifying or supplementing this Agreement or the Note or any other documents or instruments
pursuant to or in connection herewith or changing the rights of Lender or of Borrower hereunder or thereunder, and
Lender may from time to time grant waivers or consents to a departure from the due performance of the obligations of
Borrower hereunder or thereunder. Any such agreement, waiver or consent must be in writing and shall be effective only
to the extent specifically set forth in such writing. In the case of any such waiver or consent relating to any provision
hereof, any Event of Default or Potential Default so waived or consented to shall be deemed to be cured and not
continuing, but no such waiver or consent shall extend to any other or subsequent Event of Default or Potential Default or
impair any right consequent thereto.

7.04.  No Implied Waiver, Cumulative Remedies. No course of dealing and no delay or failure of Lender in
exercising any right, power or privilege under this Agreement, the Note, the Loan Documents or any other documents or
instruments pursuant to or in connection herewith shall affect any other or further exercise thereof or exercise of any other
right, power or privilege except as and to the extent that the assertion of any such right, power or privilege shall be barred
by an applicable statute of limitations; nor shall any single or partial exercise of any such right, power or privilege or any
abandonment or discontinuance of steps to enforce such a right, power or privilege preclude any other exercise thereof or
of any other right, power or privilege. The rights and remedies of Lender under this Agreement, the Note or any other
documents or instruments pursuant to or in connection herewith are cumulative and not exclusive of any rights or
remedies which Lender would otherwise have.
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7.05. Notices. All notices, requests, demands, directions and other communications (collectively “notices”)
under the provisions of this Agreement or the Note shall be in writing (including telexed communication) unless otherwise
expressly permitted hereunder and shall be sent by first-class or first-class express mail, or by telex or email, with
confirmation in writing if mailed first-class, in all cases with charges prepaid, and any such properly given notice shall be
effective when received. All notices shall be sent to the party in question at the address stated in Section 1.01 or in
accordance with the last unrevoked written direction from such party to the other parties.

7.06. Expenses; Taxes, Attorneys’ Fees. Borrower agrees to pay or cause to be paid and to save Lender
harmless against liability for the payment of all reasonable out-of-pocket expenses including, but not limited to, fees and
expenses of counsel for Lender, incurred by Lender from time to time (i) arising in connection with the preparation,
execution, delivery and performance of this Agreement, the Note, and any documents, instruments or transactions
pursuant to or in connection herewith, (ii) relating to any requested amendments, waivers or consents to this Agreement,
the Note or any such documents or instruments and, (iii) arising in connection with Lender’s enforcement or preservation
of rights under this Agreement the Note or any such documents or instruments including, but not limited to, such expenses
as may be incurred by Lender in the collection of an outstanding Note. Borrower agrees to pay all stamp, document,
transfer, recording or filing taxes or fees and similar impositions now or hereafter determined by Lender to be payable in
connection with this Agreement, the Note or any other documents, instruments or transactions pursuant to or in connection
herewith, and Borrower agrees to save Lender harmless from and against any and all present or future claims, liabilities or
losses with respect to or resulting from any omission to pay or delay in paying any such taxes, fees or impositions. In the
event of a determination adversely to Borrower of any action at law or suit in equity in relation to this Agreement, the
Note or any Loan Document Borrower will pay, in addition to all other sums which Borrower may be required to pay, a
reasonable sum for attorney’s fees incurred by Lender or the holder of such Note in connection with such action or suit.
All payments due from Borrower under this Section 8.06 shall be added to and become part of the Note until paid in full.

7.07. Severability. The provisions of this Agreement are intended to be severable. If any provision of this
Agreement shall be held invalid or unenforceable in whole or in part in any jurisdiction such provision shall, as to such
jurisdiction, be ineffective to the extent of such invalidity or unenforceability without in any manner affecting the validity
or enforceability thereof in any other jurisdiction or the remaining provisions hereof in any jurisdiction.

7.08.  Governing Law. This Agreement shall be deemed to be a contract under the laws of the State of Florida,
and for all purposes shall be governed by and construed and enforced in accordance with the laws of said State, without
regard to the principles of conflicts of laws thereof.

7.09.  Prior Understandings. This Agreement supersedes all prior understandings and agreements, whether
written or oral, among the parties relating to the transactions provided for herein.
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7.10. Duration; Survival. All representations and warranties of Borrower contained herein or made in
connection herewith shall survive the making of and shall not be waived by the execution and delivery of this Agreement
or the Note, any investigation by Lender, or the making of any Loan and Lender may hereby rely upon same.
Notwithstanding termination of this Agreement or an Event of Default, all covenants and agreements of Borrower shall
continue in full force and effect from an after the date of this Agreement so long as it may borrow hereunder and until
payment in full of the Note, interest thereon, commitment fees and all other obligations of Borrower under this Agreement
or the Note. Without limitation, it is understood that all obligations of Borrower to make payments to or indemnify Lender
shall survive the payment in full of the Note and of all other obligations of Borrower thereunder and hereunder.

7.11. Counterparts. This Agreement may be executed in any number of counterparts and
by the different parties hereto on separate counterparts each of which, when so executed, shall be deemed an original, but
all such counterparts shall constitute but one and the same instrument.

7.12 Successors and Assigns. This Agreement shall be binding upon and inure to the benefit of Lender,
Borrower and its successors and assigns. Except to the extent otherwise required by the context of this Agreement, the
word “Lender” where used in this Agreement shall mean and include any holder of a Note originally issued to Lender, and
each such holder of a Note shall be bound by and have the benefits of this Agreement the same as if such holder had been
a signatory hereto.

IN WITNESS WHEREOF, the parties, have caused this Agreement to be duly and properly executed as of the
date first above written.

Borrower:
SHEPHERD’S FINANCE, LLC

By:/s/ Daniel M. Wallach

Daniel M. Wallach
Its: Chief Executive Officer

Lender:

/s/ Paul Swanson
PAUL SWANSON
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STATE OF FLORIDA:
COUNTY OF DUVAL:

The foregoing instrument was acknowledged before me this 23rd day of October, 2017, by DANIEL M.
WALLACH, the CHIEF EXECUTIVE OFFICER of SHEPHERD’S FINANCE, LLC, a Delaware limited liability

company, for and on behalf of said limited liability company.

My commission expires: 3/7/2019.

{Seal} /s/ Shannon R. Lee
NOTARY PUBLIC
STATE OF FLORIDA:
COUNTY OF PALM BEACH:

The foregoing instrument was acknowledged before me this 24th day of October, 2017, by PAUL SWANSON.
My commission expires: 12/3/2018.

{Seal} /s/ Jean M. Velez
NOTARY PUBLIC
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$4,000,000 As of October 23,2017
PROMISSORY NOTE

FOR VALUE RECEIVED, the undersigned, SHEPHERD’S FINANCE, LLC, a Florida limited liability
company (“Borrower”) with an office at 13241 Bartram Park Boulevard, Suite 2401, Jacksonville, Florida 32258,
promises to pay to the order of Paul Swanson, (“Lender”), with an address at 128 Sota Drive, Jupiter, Florida 33458, or at
such other place or places as Lender from time to time may designate in writing, the principal sum of Four Million
Dollars and No Cents ($4,000,000.00), or if different from such amount, the unpaid principal balance of this Note, in
lawful money of the United States, together with accrued interest thereon at the rate and times hereinafter provided,
calculated on the principal balance of this Note from time to time outstanding.

1. Background. Borrower and Lender have entered into a secured line of credit for $4,000,000. The borrowing
base for that line of credit may not have $4,000,000 of collateral at any time during the life of this unsecured note. Lender
and Borrower both wish to have the $4,000,000 be an outstanding debt from Borrower to Lender, so during the life of this
unsecured note, the psotive difference between $4,000,000 and the borrowing base amount shall be an usecured borrowing
under this promissory note.

2. Payment of Principal and Interest. Beginning on the date hereof, interest will accrue on the principal sum
outstanding, and from time to time outstanding, at a rate equal to ten percent (10.0%) per annum, based upon actual days
outstanding and a 365/366 day year (“Rate”). Interest will be earned daily and payable to Lender monthly. The first
payment shall be due on the 1% day of the month following the date of this Note, and on the 1% day of each and every
month thereafter during the term of this Note; except that if the first payment would be due within ten (10) days of the date
of this Note then in such case the first payment shall not be due until the 1** day of the following month. The outstanding
principal balance together with all accrued and unpaid interest shall be due and payable on June 30, 2018 (“Maturity
Date”). All payments of principal and interest shall be made in lawful currency of the United States of America, which
shall be legal tender in payment of all debts, public and private, at the time of payment. This Note maybe prepaid in whole
or in part at any time without fee, premium or penalty. If the borrowing base on the secured portion of this relationship
drops during the life of this promissory note, the balance on this unsecured promissory note will increase so that the
balance of principal on this note is $4,000,000 minus the borrowing base amount.

3. Subordination of Note. This Note is subordinated, in all rights to payment and in all other respects, to Senior
Debt. “Senior Debt” shall mean (a) all Debt (present or future) created, incurred, assumed or guaranteed by Borrower (and
all renewals, extensions or refundings thereof), except such Debt that by its terms expressly provides that such Debt is not
senior or superior in right of payment to Borrower’s fixed rate subordinated notes, (“Subordinate Notes”) and (b) all Debt
of Borrower obtained from affiliates of Borrower (which shall mean entities having common ownership and control as
Borrower). Notwithstanding anything herein to the contrary, Senior Debt shall not include Debt of Borrower to any of its
subsidiaries or under the Subordinate Notes. For purposes of this Note, “Debt” means any indebtedness, contingent or
otherwise, in respect of borrowed money (whether or not the recourse of the lender is to the whole of the assets of
Borrower or only to a portion thereof), or evidenced by bonds, notes, debentures or similar instruments or letters of credit,
or representing the balance deferred and unpaid on the purchase price of any property or interest therein, except any such
balance that constitutes a trade payable, and shall include any guarantee of any indebtedness described above.




4. Superiority of Note. This note is senior to, in all rights to payment and in all other respects, the Subordinate

Notes.

5. Default. The occurrence of any one or more of the following events shall constitute an event of default (“Event
of Default) under this Note:

(a) Any failure to make any payment due under this Note within ten (10) days of the due date of such
payment;

(b) Borrower fails to comply with any term, obligation, covenant, condition, agreement or duty
contained in this Note or any related document;

(c) Any warranty, representation or statement made or furnished to Lender by Borrower or on
Borrower’s behalf under this Note or any of the related documents is false or misleading in any material respect, either
now or at the time made or furnished or becomes false or misleading at any time thereafter; and

(d) Borrower shall admit in writing its inability to pay its debts as they become due, or shall seek or
consent to, or acquiesce in, the appointment of any trustee or receiver of the Borrower or of all or any substantial part of
its properties and assets;

(e) The appointment of a receiver, trustee or similar officer for Borrower and the continuance in effect of
such appointment without stay for thirty (30) days; the commencement of any proceedings under the United States
Bankruptcy Code, as amended from time to time (the “Bankruptcy Code”), or any insolvency law by or the consent of
Borrower for its reorganization, or other relief, or the commencement of any proceedings under the Bankruptcy Code, or
any insolvency law against Borrower if such proceedings are judicially approved as properly instituted or shall remain
undismissed for thirty (30) days; the dissolution or termination of existence, or insolvency or business failure of Borrower;
or the making by Borrower of an assignment for the benefit of creditors; or the application by Borrower for, or its consent
to, the appointment of a receiver, trustee or similar officer for it or for any substantial part of its property.

6. Acceleration. Upon the occurrence of an Event of Default hereunder Lender may declare the then outstanding
principal and all accrued but unpaid interest immediately due and payable and upon acceleration and thereafter this Note
shall continue to bear interest at the Rate until all indebtedness evidenced hereby has been paid in full. Further, in the
event of such acceleration, the Note, and all other indebtedness of Borrower to Lender arising out of or in connection with
the Note, shall become immediately due and payable, without presentation, demand, protest or notice of any kind, all of
which are hereby waived by Borrower.

7. Late Charges. Should Borrower fail to pay the installments of interest or principal ten (10) days from the date
they shall become due, then Borrower further promises to pay a late payment charge equal to five percent (5%) of the
amount of the unpaid installment as liquidated compensation to Lender for the extra expense to Lender to process and
administer the late payment, Borrower agreeing, by execution hereof, that any other measure of compensation for a late
payment is speculative and impossible to compute. Imposition of late charges shall not be deemed a waiver of any right or
remedy of Lender, including without limitation, acceleration of this Note.

8. Default Interest Rate. From and after the occurrence and during the continuation of any Event of Default, at the
Lender’s sole option, the entire unpaid principal balance of the Note and any other sums owing under this Note shall bear
interest until paid at a rate equal to the lesser of (i) fifteen percent (15%) per annum or (ii) the maximum interest rate
permitted by applicable law (“Default Rate”).




9. Application of Payments. All sums received by Lender for application to the indebtedness evidenced by this
Note may be applied by Lender to late charges, expenses, costs, interest, principal, and other amounts owing to Lender in
connection with this Note in the order selected by Lender in its sole discretion.

10. Expenses. In the event that it becomes necessary for either Borrower or Lender to arbitrate, litigate or
commence any action in order to enforce its rights under the terms of this Note then, which shall include collection of any
delinquent payment due under this Note whether legal action has commenced or not, and in that event, the prevailing party
shall be entitled to recover reasonable attorney’s fees, paralegals’ fees, legal assistants’ fees, costs and expenses, through
all arbitration, trial and appellate levels or as the result of Lender’s collection of any delinquent payment due under this
Note whether legal action has commenced or not.

11. No Recourse. No member, manager, director, officer, employee or stockholder, individually, of Borrower
shall have any liability for any obligations of Borrower under this Note or for any claim based on, or in respect of, such
obligations or their creation.

12. Waiver. All persons now or at any time liable for payment of this Note, whether directly or indirectly,
including without limitation any guarantor, hereby waive presentment, demand for payment, protest, notice of protest and
dishonor. The undersigned expressly consents to any extensions and renewals, in whole or in part, to any release of any
collateral security or portions thereof, given to secure this Note, and all delays in time of payment or other performance
which Lender may grant, in its sole discretion, at any time and from time to time without limitation all without any notice
or further consent of Borrower and any such grant by Lender shall not be deemed a waiver of any subsequent delay or any
of Lender’s rights hereunder.

13. Usury. In no event shall this or any other provision herein permit the collection of any interest, which is
usurious under the law governing this transaction. If any such interest in excess of the maximum rate allowable under
applicable law has been collected, Borrower agrees that the amount of interest collected above the maximum rate
permitted by applicable law, together with interest thereon at the rate required by applicable law, shall be refunded to
Borrower, and Borrower agrees to accept such refund, or, at Borrower’s option, such refund shall be applied as a principal
payment hereunder.

14. Modification. This Note may not be changed orally, but only by an agreement in writing signed by the party
against whom enforcement of any waiver, changes, modifications, or discharges is sought.

15. Applicable Law. This Note shall be governed by and construed in accordance with the laws of the State of
Florida. Venue for all actions taken under or relating to this Note shall be exclusively in Palm Beach County, Florida.

16. Notices. All notices, demands and other communications by Borrower to Lender or Lender to Borrower shall
be in writing and shall be delivered by certified or registered mail, return receipt requested, postage prepaid, or by a
reputable internationally recognized overnight delivery service and addressed to the other party as set forth below.

If to Lender: PAUL SWANSON
128 Sota Drive
Jupiter, Florida 33458

If to Borrower: SHEPHERD’S FINANCE, LLC
12627 San Jose Boulevard, Suite 203

Jacksonville, Florida 32223
Attn: Daniel M. Wallach

or to such other addresses of which notice is given in the same manner.
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17. Successors and Assigns. As used herein, the terms “Borrower” and “Lender” shall be deemed to include their
respective heirs, personal representatives, successors and assigns.

18. Documentary Stamps. Borrower shall pay any and all documentary stamps and/or intangible taxes and all
interest and penalties associated therewith which may be assessed on account of the executions of this Note. In the event
Borrower fails to pay such sums, Lender or its assigns may, at its option, pay such taxes and/or documentary stamps. Any
such payment by Lender or its assigns shall be added to the Note and shall bear interest from the date advanced to the date
of recovery at the maximum rate permissible under Florida law. If Borrower fails to pay any and all documentary stamps
and/or intangible taxes and any interest or penalties associated therewith which may be assessed on account of the
execution and/or recording of this Note, it shall be deemed to be an Event of Default under the terms hereof and shall
immediately accelerate the principal balance due hereunder, together with accrued interest. The Borrower shall have the
right to contest the foregoing charges.

19. WAIVER OF JURY TRIAL. LENDER, BY ACCEPTANCE OF THIS NOTE, AND BORROWER,
HEREBY KNOWINGLY, VOLUNTARILY IRREVOCABLY AND INTENTIONALLY WAIVE THE RIGHT EITHER
MAY HAVE TO A TRIAL BY JURY WITH RESPECT OF ANY LITIGATION BASED HEREON, OR ARISING OUT
OF, UNDER OR IN CONNECTION WITH THIS NOTE AND ANY DOCUMENT EXECUTED IN CONJUNCTION
HEREWITH, OR ANY COURSE OR CONDUCT, COURSE OF DEALING, STATEMENTS (WHETHER VERBAL
OR WRITTEN) OR ACTIONS OF EITHER PARTY.

20. Time is of the essence with respect to the terms of this Note.
In witness whereof, Borrower has caused this Note to be dully executed as of the day and year first above written.
BORROWER:

SHEPHERD’S FINANCE, LLC, a Florida limited liability
company

By:/s/ Daniel M. Wallach
Daniel M. Wallach, CEO
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PROMISSORY NOTE
(Revolving Line of Credit)

$4,000,000.00 Jacksonville, Florida
October 23, 2017

FOR VALUE RECEIVED, the undersigned, SHEPHERD’S FINANCE, LLC, a Delaware limited liability
company, having an address at 12627 San Jose Blvd., Suite 203, Jacksonville, FL 32223 (the “Borrower”), does hereby
promise to pay to the order of PAUL SWANSON (the “Lender”), at Lender’s address of 128 Sota Drive, Jupiter, Florida
33458, the principal sum of FOUR MILLION AND 00/100 DOLLARS ($4,000,000.00) (the “Loan”), or such lesser
amount as may be advanced by the Lender pursuant to that certain line of credit agreement dated of even date herewith by
and between the Borrower and the Lender (the “Loan Agreement”), together with interest on the unpaid principal balances
outstanding from time to time computed on the basis of a year of 360 days, payable for the actual number of days in the
payment period. The Lender’s commitment to make Loan Advances on this Note shall expire 30 days prior to the
Expiration Date (as defined in the Loan Agreement), unless renewed and extended as set forth in the Loan Agreement.
Capitalized terms used herein and not defined shall have the definitions set forth in the Loan Agreement.

1. Payments.

(a) Interest will be due in arrears on a monthly basis, based upon the amount of principal outstanding under the
Loan, commencing on the 1st day of the month following the first Loan Advance.

(b) Loan Advances secured by a Collateral Loan (as defined in the Loan Agreement) shall be repaid unless
Borrower supplies a Borrowing Base Certificate showing that no payment is required to remain in compliance: (i) in full
within 5 business days of a Collateral Property Disposition (as defined in the Loan Agreement), (ii) within 5 business days
of receiving a principal reduction payment on a Collateral Loan securing the Loan in the amount equal to 67% of the
amount of such principal reduction payment, or (iii) in full within one year after the Collateral Loan is made by the
Borrower.




(c) If not sooner paid, the principal outstanding, all unpaid accrued interest and all other sums and costs incurred
by the Lender pursuant to this Note and the Loan Agreement, shall be due and payable on the Expiration Date, without
notice, presentment or demand.

2._Prepayment. Borrower may prepay this Note in full or in part at any time without premium or penalty.
Prepayments of the Loan may be reborrowed.

3. Interest Rate. The principal amounts outstanding on the Loan will bear interest at a fixed annual rate equal to
NINE PERCENT (9%).

4. Evidence and Collateral. This Note evidences the Loan Advances made in accordance with the terms and
conditions of this Note and the Loan Agreement, and payment of this Note is secured by the Collateral Assignment of
Notes and Documents. This Note and the other instruments, documents and agreements securing, evidencing or otherwise
pertaining to the Loan are herein collectively referred to as the “Loan Documents”.

5. Remedies. In the event default shall be made in the payment of any installment of principal or interest as and
when due on this Note, or any part thereof, and such default shall continue unremedied for a period of 10 days, or if an
Event of Default as defined in the Loan Agreement or Loan Documents shall have occurred and is continuing or there
shall be a breach of or a default in the performance of any of the terms, conditions, warranties, covenants and agreements
of any of the other Loan Documents, then, upon the expiration of any applicable grace period, the entire unpaid principal
balance hereof, together with all accrued interest hereon, shall, at the option of the holder hereof, without notice,
immediately become due and payable for all purposes, and the holder may exercise the rights and remedies provided for in
the Loan Documents and under applicable law.




6. Applicable Law. This Note shall be governed and the rights and obligations of the parties thereto shall be
construed under the laws of the State of Florida.

7. Waivers. Each party to this Note, whether as principal, endorser, guarantor, surety or otherwise, jointly and
severally, waives presentment, demand, protest and notice of dishonor and agrees that extension or extensions of time of
payment of this Note or any installment thereof may be made before, at or after maturity by agreement with any one or
more of the parties hereto without notice to and without releasing the liability of any other party.

BORROWER:
SHEPHERD’S FINANCE, LLC

By:/s/ Daniel M. Wallach

Daniel M. Wallach
Its: Chief Executive Officer
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COLLATERAL ASSIGNMENT OF NOTES AND DOCUMENTS

THIS ASSIGNMENT, Made as of the 23 day of October, 2017, from SHEPHERD’S FINANCE, LLC, a
Delaware limited liability company (“Borrower”), to PAUL SWANSON (the “Lender”).

WITNESSETH:

WHEREAS, Lender and Borrower have entered into a line of credit agreement dated of even date herewith
(the “Loan Agreement”), providing for a revolving line of credit in a principal amount not to exceed $4,000,000 (the
“Loan”) for the Borrower to use for certain business purposes, which is evidenced by a promissory note of even date
herewith, made and delivered by the Borrower to the Lender;

WHEREAS, the Borrower has agreed, pursuant to the Loan Agreement to assign as collateral for extending
the Loan certain notes and other collateral and related documents evidencing loans made by the Borrower.

NOW, THEREFORE, the Borrower, for good and valuable consideration, and intending to be legally bound,
hereby absolutely and unconditionally transfers and assigns to Lender, WITH RECOURSE, and hereby creates in favor
of Lender a security interest under the Uniform Commercial Code of Florida in and to, the entire interest of the Borrower
in, to and under the “Notes and Collateral Documents” (as defined below), whether now executed or executed hereafter,
together with all of the Borrower’s right, title and interest in and to, and arising from the Notes and Collateral Documents.

“Notes and Collateral Documents” shall include, but not be limited to those certain documents and items
received by Borrower from its borrowers when such loans are made, and any other documents received in connection with
the making of such loans, on which a Loan Advance has been requested by Borrower or made to Borrower by Lender,
pursuant to the Loan Agreement.




Borrower shall deliver via overnight courier the Notes and Collateral Documents to R. Scott Summers,
PLLC, 69 Clay Street, Suite 201, Morgantown, WV 26505 (the “Custodian”) prior to any Loan Advance as defined in the
Loan Agreement being made pertaining to such Notes and Collateral Documents, with an assignment to the Lender of all
recorded security instruments (i.e. Mortgage and/or Assignment of Leases and Rents) in satisfactory and recordable form,
duly executed and acknowledged by Borrower. Such assignments will not be recorded by the Lender, unless an Event of
Default (as defined in the Loan Agreement) exists.

This Assignment is made by the Borrower for the purpose of securing the performance by Borrower of its
obligations under the Loan Agreement, including but not limited to the payment of all sums payable under or pursuant to
the notes, instruments, documents and agreements securing, evidencing or otherwise pertaining to the Loan.

The Borrower represents and warrants to Lender as follows, as of the date hereof and upon each request for
an advance for a draw on the Loan to be secured by the Notes and Collateral Documents: (a) the Borrower has not
assigned or pledged, or created any liens, encumbrances or security interests on, and hereby covenants that it will not
assign or pledge, or created any liens, encumbrances or security interests on (other than to Lender), so long as this
Assignment shall remain in effect, any of its right, title or interest under, in or to the Notes and Collateral Documents to
anyone other than the Lender; (b) all sums required to be advanced or paid by the Borrower under the terms of the Notes
and Collateral Documents have been paid; and (c) the Notes and Collateral Documents, as delivered to the Custodian have
not been modified, amended or supplemented and are in all respects in full force and effect and enforceable in accordance
with their respective terms.




Risk of physical loss of any of the original documents transferred hereunder shall be borne by the Borrower
until receipt by the Custodian via the overnight courier.

The rights and remedies of Lender hereunder are cumulative and not exclusive of any rights or remedies
which it would have under any of the other documents evidencing, securing or otherwise pertaining to the Loan, at law or
in equity.

This Assignment shall be binding upon the undersigned and its successors and assigns, and shall inure to the
benefit of the Lender and Lender’s heirs, personal representatives, successors and/or assigns.

IN WITNESS WHEREOF, the undersigned has caused this instrument of Assignment to be executed the
date first above written.

SHEPHERD’S FINANCE, LLC

By:/s/ Daniel M. Wallach

Daniel M. Wallach
Its: Chief Executive Officer

STATE OF Florida:
COUNTY OF Duval:

The foregoing instrument was acknowledged this 23 day of October, 2017, by DANIEL M. WALLACH, the
Chief Executive Officer of SHEPHERD’S FINANCE, LLC, a Delaware limited liability company, for and on behalf of
said limited liability company.

{Seal} /s/ Shannon R. Lee
NOTARY PUBLIC






