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PART I —NOTIFICATION

Name

er and Holder
suer’s

of 5% or more of
- common stock)
Nick Bhdrgava

(Promoter, Director, Executive Vice
President, Secretary and Holder of
5% or more of the issuer’s common
stock)

issuer’s Serles See
. Stock) '
Biggeorge's Vagyonkezelo Kft
(Holder of 5% or more of the
issuer’s Series Seed Preferred
Stock)

IMAFRTP, LLC

ngham Holdmgs, LLC
(Holder of 5% or more of the
issuer’s Series Seed Preferred
Stock)

IMAF Cape Fear, LLC
(Holder of 5% or more of the
issuer’s Series Seed Preferred
Stock)

Nancy Luberoff
(Holder of 5% or more of the
issuer’ s Seed Preferred Stock)

Groundfloor Properties GA L.L.C.
(Subsidiary)

Groundfloor Real Estate LLC
(Subsidiary)

2619 Western Boulevard
 RaleighNC 27606

Business Address Resndentlal Address
3423 Piedmont RA. NE

Atlanta. GA 30305

25 'Terfninus Place,
Apt. 2516
Atlanta, GA 30305

3423 Pledmont Rd. NE
Atlanta, GA 30305

135 E. Martin Street
Suite 201 4
Raleigh, NC 2’7601

Lajos u 2832  NA
Budapest
H-1023, Hungary

719 Angekca Clrcie

575 4Whisper1ng(:'Pine Ln. N/A
Naples, FL. 34103-2425

1904 Eastwood Rd. NA

Suite 203
Wilmington, NC 28403
A 2109 North Lakeshore Dr.
A Chapel Hill, NC 27514
3423 Piedmont Rd. NE N/A
Atlanta, GA 30305
3423 Piedmont Rd. NE N/A

Atlanta, GA 303053
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Name Business Address Residential Address |
Smith, Anderson, Blount, Dorsett, Wells Fargo Capitol Center N/A
Mitchell & Jernigan, L.L.P. 150 Fayetteville Street
(Legal counsel) Suite 2300

Raleigh, NC 27601

Robbins Ross Alloy Belinfante 999 Peachtree Street, NE - N/A
Littlefield LLC ~ Suite 1120

(Legal counsel) ~ Atlanta. GA 30309

ITEM 2. Application of Rule 262

(a, b) None of the persons identified in response to Item 1 are subject to any of the disqualification
provisions set forth in Rule 262 and, as a result, no such application for a waiver of disqualification has
been applied for, accepted or denied.

ITEM 3. Affiliate Sales

This proposed offering does not involve the resale of securities by affiliates of Groundfloor Finance Inc.
(the “Company”).

ITEM 4. Jurisdictions in Which Securities Are to be Offered

(2)

(b)

The securities to be offered and described in this Form 1-A and disclosure document, as amended
or supplemented from time to time (the “Offering Circular”) in connection with this proposed
offering, shall not be offered by underwriters, dealers or salespersons.

The securities in this proposed offering shall be offered in the following jurisdictions, subject to
qualification in each state through the North American Securities Administrators Association’s
(“NASAA”) Coordinated Review Program for Regulation A Offerings, as and if necessary:
California, Georgia*, Illinois, Maryland, Massachusetts, Texas, Virginia, Washington, and the
District of Columbia. *Qualification in Georgia has been obtained outside of the NASAA
Coordinated Review Program. We may amend or supplement this Offering Circular from time to
time to add additional jurisdictions where we intend to offer the securities, subject to applicable
qualification requirements.

The securities to be offered in connection with this proposed offering shall be offered by the
Company and by Messrs. Dally and Bhargava, executive officers of the Company, through a
web-based investment platform (the “Platform™) operated by the Company. The specific terms for
each series of Limited Recourse Obligations being offered under this Offering Circular are set
forth in the Offering Circular, in the corresponding “Project Summary” (attached to, and
incorporated by reference in, the Offering Circular) and in the Limited Recourse Obligation
Agreement (the form of which is attached to, and incorporated by reference in, the Offering
Circular). These materials will also be posted on our Platform.

The issuer is not using an external selling agent or finder in connection with this proposed
offering.

Please refer to the section in Part I1 of this Offering Circular entitled “Plan of Distribution” for
more detailed information on the Plan of Offering.
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ITEM 5. Unregistered Securities Issued or Sold Within One Year

(a) From October to December 2013, the Company entered into convertible notes with investors for
total proceeds of $165,000. The notes incurred interest at the rate of 8% per annum. The
outstanding principal and all accrued but unpaid interest were due and payable on the earlier of
January 31, 2015 (“Maturity Date”) or the closing of a financing with gross proceeds of at least
$1,500,000 (a “Qualified Financing”). In the event of a Qualified Financing, the outstanding
principal and all accrued but unpaid interest would become automatically converted into shares of
our stock issued in the financing at a price per share equal to 75% of the price per share of the
financing. In the event the Company did not consummate a Qualified Financing prior to the
Maturity Date, each holder of the notes had the option, at any time during the 60 days following
the Maturity Date, to convert the unpaid principal and interest into shares of the Company’s
common stock at a price per share equal to $3,600,000 divided by the number of the then
outstanding shares of common stock, including outstanding stock options and shares of common
stock reserved for issuance for stock options.

From February to March 2014, the Company issued convertible notes to investors for total
proceeds of $135,000. These convertible notes had the same terms as the convertible notes that
were issued to investors in 2013 (collectively, the “2013 Convertible Notes™).

The offering of 2013 Convertible Notes terminated on March 19, 2014. The 2013 Convertible
Notes were offered and sold pursuant to the federal exemption from registration set forth in
Rule 506 of Regulation D under the Securities Act. The table below includes the name and
identity for each holder of the 2013 Convertible Notes prior to their conversion to Series Seed
Preferred Stock (as described in Item 6 below):

Noteholder

Alberda, Michelle Renee
American Underground, LLC
Bandwidth.com, Inc.

Boehm, Bruce (subsequently transferred to
Nancy Luberoff, Mr. Boehm’s wife)
Cove Road Partners LLC

Easley, Mark, Sr.

Everly, Thomas

Hingham Holdings LLC
Richard Tuley Realty, Inc.
Widen, Jason

(b) From May to August 2014, the Company issued convertible notes to investors for total proceeds
of $750,000 (the “2014 Convertible Notes™). The 2014 Convertible Notes had the same terms as
the 2013 Convertible Notes, with the exception of the conversion terms. The outstanding
principal and all accrued but unpaid interest of the 2014 Convertible Notes would be
automatically converted into shares of the Company’s stock issued in a Qualified Financing at a
price per share equal to the lesser of 90% of the price per share of the financing or the price per
share equal to $5,000,000 divided by the number of the then outstanding shares of common stock,
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including outstanding stock options and shares of common stock reserved for issuance for stock
options. In the event we had not consummated a Qualified Financing prior to the Maturity Date,
each holder of the notes had the option, at any time during the 60 days following the Maturity
Date, to convert the unpaid principal and interest into shares of our common stock at a price per
share equal to $5,000,000 divided by the number of the then outstanding shares of common stock,
including outstanding stock options and shares of common stock reserved for issuance for stock
options.

The offering of 2014 Convertible Notes terminated on August 7, 2014. The 2014 Convertible
Notes were offered and sold pursuant to the federal exemption from registration set forth in Rule
506 of Regulation D under the Securities Act. The table below includes the name and identity for
each holder of the 2014 Convertible Notes prior to their conversion to Series Seed Preferred
Stock (as described in Item 6 below):

Noteholder

Boehm, Bruce (subsequently transferred to
Nancy Luberoft, Mr. Boehm’s wife)
Cove Road Partners LL.C

Easley, Mark Sr.

Hingham Holdings LL.C

IMAF Cape Fear LLC

IMAF RTP, LLC

IMAF Sandhills, LL.C

Kacher Revocable Trust

LaNasa, John Andrew Revocable Trust
MDO Ventures JS LLC

Richard Tuley Realty, Inc.

Talhouni, Hamzeh

ITEM 6. Other Present or Proposed Offerings

(a)

(b)

Groundfloor Properties GA LLC (“Groundfloor GA™), a wholly-owned subsidiary of the
Company, is currently offering an aggregate of up to $2 million worth of unsecured notes
(“Georgia Notes”) to Georgia residents pursuant to the exemption from registration set forth in
Section 3(a)(11) of the Securities Act, of which approximately $1,295,150 have been sold to date.
Georgia Notes are to be issued in distinct series, each corresponding to a commercial loan made
by Groundfloor GA to fund a real estate development project. Interest on Georgia Notes accrues
annually at interest rates between 6% and 20% depending upon the underlying loan. Upon
qualification of this Form 1-A, Groundfloor GA may complete the offering of any additional
series of Georgia Notes that may be on going at that time; however, it will not undertake new
offerings after qualification of this Form 1-A.

The Company issued and sold 246,397 shares of Series Seed Preferred Stock, for total proceeds
of $1,282,500, pursuant to the Series Seed Preferred Stock Purchase Agreement (the “Series Seed
Purchase Agreement”), dated December 5, 2014 between the Company and the investors named
therein. The Company expects to raise aggregate proceeds of $1.5 million through the sale of
Series Seed Preferred Stock pursuant to the Series Seed Purchase Agreement, consisting of the
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initial closing on December 5, 2014, subsequent closings on April 1, 2015 and May 12, 2015, and
one or more additional closings. In addition, the entire unpaid principal and interest outstanding
under the Company’s then outstanding convertible notes converted into 276,386 additional shares
of Series Seed Preferred Stock pursuant to the terms of the Note Conversion Agreement, dated
December 5, 2014. The shares of Series Seed Preferred Stock are being offered and sold pursuant
to the federal exemption from registration set forth in Rule 506 of Regulation D under the
Securities Act.

(¢) The Company (or an affiliate) intends to offer and sell Limited Recourse Obligations (or similar
securities) related to additional real estate development projects through the Platform. The
Company (or the affiliate) expects to file one or more new Offering Statements on Form 1-A
covering the additional series of Limited Recourse Obligations for qualification with the
Securities and Exchange Commission, under the NASAA Coordinated Review Program and with
any individual states, to the extent necessary.

ITEM 7. Marketing Arrangements

(a) Neither the Company nor anyone named in Item 1 is aware of any arrangement:

(i)  To limit or restrict the sale of other securities of the same class of those to be offered for
the period of distribution;

(i)  To stabilize the market for any of the securities to be offered; or

(iii)  For withholding commissions or otherwise to hold each underwriter or dealer responsible
for the distribution of its participation.

(b) There is no underwriter to confirm sales to any accounts.
ITEM 8. Relationship with Company of Experts Named in Offering Statement

No experts were employed on a contingent basis or otherwise, nor do they have any material interest in
the issuer or any of its affiliated companies, their members or their agents.

ITEM 9. Use of a Solicitation of Interest Document

No publications authorized by Rule 254 were used prior to the filing of this notification with respect to
the Projects covered by the current Offering.
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PART 11
OFFERING CIRCULAR

Groundfloor Finance Inc.

3423 Piedmont Rd. NE
Atlanta, GA 30305
(678)701-1194

Dated: May 22, 2015

This Offering Circular relates to the offer and sale of up to $580,000 in aggregate amount of
Limited Recourse Obligations to be issued by Groundfloor Finance Inc., a Georgia corporation formerly
known as GROUNDFLOOR Inc. (the “Company,” “we,” “us,” or “our”). We own and operate a web-
based investment platform (“Platform™) on which we conduct our business. Our principal offices are
located at 3423 Piedmont Rd. NE, Atlanta, GA 30305. The phone number for these offices is (404) 850-
9225. Our mailing address is 3355 Lenox Rd., Suite 750, Atlanta, GA 30326 and the telephone number
for this location is (678) 701-1194.

We will issue the Limited Recourse Obligations (or the “LROs”) in distinct series, each
corresponding to a real estate development project (each, a “Project™) to be financed by a commercial
loan from us (each, a “Loan™). The borrower for each Project is a legal entity (the “Developer”) that
owns the underlying property and has been organized by one or more individuals (each, a “Principal”)
that own and operate the Developer.

The LROs will be unsecured special, limited obligations of the Company. Our obligation to
make payments on a LRO will be limited to an amount equal to each holder’s pro rata share of amounts
we receive on the corresponding Loan, net of certain fees and expenses retained by us (as described
below). We do not guarantee payment of the LROs or the corresponding Loans, and the LROs are
not obligations of the Developers or their Principals.

Important terms of the LROs include the following, each of which is described in detail in this
Offering Circular:

* The LROs will have a stated, fixed annual rate of return, which will be the same as the interest
rate for the corresponding Loan. The interest rates for our Loans range, subject to applicable law,
between 5% and 26% and are based upon a formula described in this Offering Circular. The
return for all LROs will accrue from the date of issuance.

* Payments to holders of LROs will occur within five business days of receipt of Loan Payments
(as defined below) with respect to the corresponding Loan. We may make payment from any
funds at our disposal. Payments on each series of LROs generally are payable by us on the same
repayment terms as the corresponding Loan (either as a balloon payment at maturity or on a
monthly/quarterly basis); however, we may prepay the LROs at any time without penalty.

* Unless otherwise extended under the circumstances described below, our obligation to make
payments on each series of LROs will terminate on the final payment date, which will be five
business days following the maturity date of the corresponding Loan. Our Loans mature six
months to five years from the date the Loan is made (which we refer to as the “origination date”).
If any principal or interest payments in respect of the corresponding Loan remains due and
payable to the Company on the final payment date of the L.LRO, the termination of our obligation
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to make payments thereunder will be automatically extended for no more than two years. In such
case, the Company’s obligation to make any payments on such series of LROs will terminate on
the first to occur of (i) the date on which Purchase Amount and Return on the LRO have been
paid in full, (ii) the date on which all available Liquidation Proceeds (as defined below) have
been applied in accordance with the LRO, or (iii) the second anniversary of the final payment
date (the “extended payment date™).

o The LROs will be unsecured special, limited obligations of the Company, and you will not have
any security interest in any of our assets, including the Loan and the proceeds of the Loans, nor
will the LROs be secured by any assets of the Developer. Each Loan will be secured by the
assets of the corresponding Project. This lien is for our benefit only. In the event of a default on
the Loan, we will pay to investors an amount equal to such investor’s pro rata share of any
amounts we recover under our security interest, net of any applicable fees and expenses retained
by us (as discussed below).

o  We will issue LROs in denominations of $10 and integral multiples of $10. The minimum LRO
amount is $10 and the maximum LRO amount is the maximum amount of the corresponding
Loan. Generally, the Loans we offer range between $15,000 and $500,000.

e All LROs will be issued in electronic form only. All LROs will be offered only through our
Platform to potential investors who have registered and established a funding account on the
Platform, and there will be no commissioned sales agents, underwriters or underwriting
discounts. See “Plan of Distribution.”

This Offering Circular relates only to the offer and sale of the three separate series of LROs
corresponding to the same number of Projects for which we intend to extend Loans (the “Offering”). The
specific terms for each series of LROs being offered under this Offering Circular are set forth in “The
Limited Recourse Obligations Covered by this Offering Circular” below. See also the corresponding
Project Summary and the form of LRO Agreement, each of which is attached and incorporated by
reference into this Offering Circular.

NEITHER THE SECURITIES AND EXCHANGE COMMISSION NOR ANY STATE
SECURITIES COMMISSION HAS APPROVED OR DISAPPROVED OF THESE SECURITIES
OR PASSED UPON THE ADEQUACY OR ACCURACY OF THIS OFFERING CIRCULAR.
ANY REPRESENTATION TO THE CONTRARY IS A CRIMINAL OFFENSE.

We will commence the offering of each series of LROs promptly after the date this Offering
Circular is qualified by posting a separate landing page on our Platform corresponding to each particular
Loan and Project (each, a “Project Summary™). The offering of each series of LROs covered by this
Offering Circular will remain open until the earlier of (1) 30 days, unless extended, or (2) the date the
Offering of a particular series of LROs is fully subscribed with irrevocable funding commitments (the
“Offering Period”); however, we may extend the Offering Period for a particular series of LROs in our
sole discretion (with notice to potential investors), up to a maximum of 45 days. We will notify investors
who have previously committed funds to purchase such series of LROs of any such extension by email
and will post a notice of the extension on the corresponding Project Summary on our Platform.

A commitment to purchase LROs becomes irrevocable following expiration of the Withdrawal
Period (as defined below). A commitment to purchase LROs made after expiration of the Withdrawal
Period, if any, will be irrevocable when authorized and may not be withdrawn. The closing and funding
of each Loan is expected to occur within five business days of the end of the Offering Period or on such
earlier date as the Offering of that series of LROs is fully subscribed with irrevocable funding
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commitments. If the offering of a series of LROs is terminated before, or not fully subscribed with
irrevocable funding commitments by, the end of the Offering Period, we will notify investors and
promptly release committed funds and make them available in their funding accounts.

This Offering is being conducted on a “best-efforts” basis, which means our officers, including
Brian Dally and Nick Bhargava, will use their commercially reasonable best efforts in an attempt to sell
the LROs. Messrs. Dally and Bhargava will not receive any commission or any other remuneration for
these sales. In offering the LROs on our behalf, Messrs. Dally and Bhargava will rely on the safe harbor
from broker-dealer registration set out in Rule 3a4-1 under the Securities Exchange Act of 1934, as
amended (the “Exchange Act”).

The LROs are not listed on any national securities exchange or on the over-the-counter inter-
dealer quotation system. There is no market for the LROs.

The LROs offered hereby may only be purchased by investors residing in California, Georgia,
Hlinois, Maryland, Massachusetts, Texas, Virginia, Washington, and the District of Columbia. This
Offering Circular shall not constitute an offer to sell or the solicitation of an offer to buy, nor shall there
be any sales of these securities in any state in which such offer, solicitation or sale would be, unlawful,
prior to registration or qualification under the laws of any such state. In addition, the LROs are offered
only to investors who meet certain financial suitability requirements. See “Investor Suitability
Requirements.”

YOU SHOULD MAKE YOUR OWN DECISION WHETHER THIS OFFERING MEETS YOUR
INVESTMENT OBJECTIVES AND RISK TOLERANCE LEVEL. NO FEDERAL OR STATE
SECURITIES COMMISSION HAS APPROVED, DISAPPROVED, ENDORSED, OR
RECOMMENDED THIS OFFERING. NO INDEPENDENT PERSON HAS CONFIRMED THE
ACCURACY OR TRUTHFULNESS OF THIS DISCLOSURE, NOR WHETHER IT IS
COMPLE¥E. ANY REPRESENTATION TO THE CONTRARY IS ILLEGAL.

These are speculative securities. Investment in the LROs involves significant risk. You may
be required to hold your investment for an indefinite period of time and should purchase these
securities only if you can afford a complete loss of your investment.

See the “Risk Factors” section on page 13 of this Offering Circular for a discussion of the
following and other risks:

*  Our auditor has expressed substantial doubt about our ability to continue as a going concern.

* The LROs are unsecured special, limited obligations of the Company. To the extent we are
unable to collect Loan Payments, we will not be obligated to make the payment under the
corresponding series of LROs.

*  The payment obligations of the Developer are not guaranteed or insured by any third party, and,
in the event of a default, you must rely on us or a third-party collection agency to pursue
collection against the Developer.

* Real estate projects involve considerable risk, which may affect the Developer’s ability to make
payments on its Loan.
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e We have a limited operating history, and, as an online company in the early stages of
development, we face increased risks, uncertainties, expenses, and difticulties.

e We will need to raise substantial additional capital to fund our operations, and, if we fail to obtain
additional funding, we may be unable to continue operations.

e  When you commit to purchase any LROs, the LROs may not be issued until the end of the
Offering Period with respect to that specific series of LROs, which may be as long as 45 days. In
addition, the funding and closing of each Loan may not occur until five business days following the
end of the Offering Period (including any extension). However, your commitment to purchase
LROs only becomes irrevocable following, or if it is made after, expiration of the Withdrawal
Period. The funds you have irrevocably committed toward the purchase of your LROs will not be
available for investment in other LROs or for withdrawal from your funding account. Because
your funds do not earn interest, the delay in issuance of your LROs will have the effect of
reducing the effective rate of return on your investment.

o If we were to become subject to a bankruptcy or similar proceeding, your rights could be
uncertain, your recovery of any funds due on the LROs may be substantially delayed, and any
funds you do recover may be substantially less than the amounts due or to become due on the
LRO:s.

¢ We have a lack of experience in developing real estate projects similar to the Projects detailed in
this Offering Circular and have relied upon data provided by the Developer or obtained from third
parties in determining whether to issue the Loans, and such data may be inaccurate or
intentionally false.

e Your investment is highly illiquid, and we do not have the ability to provide any liquidity options
at this time. %

o If we become subject to the Investment Company Act of 1940 (the “Investment Company Act”),
it could have a material adverse effect on us, and it is probable that we would be terminated and
liquidated.

THE UNITED STATES SECURITIES AND EXCHANGE COMMISSION DOES NOT PASS
UPON THE MERITS OF OR GIVE ITS APPROVAL TO ANY SECURITIES OFFERED OR
THE TERMS OF THE OFFERING, NOR DOES IT PASS UPON THE ACCURACY OR
COMPLETENESS OF ANY OFFERING CIRCULAR OR OFFERED SELLING
LITERATURE. THESE SECURITIES ARE OFFERED PURSUANT TO AN EXEMPTION
FROM REGISTRATION WITH THE COMMISSION; HOWEVER, THE COMMISSION HAS
NOT MADE AN INDEPENDENT DETERMINATION THAT THE SECURITIES OFFERED
HEREUNDER ARE EXEMPT FROM REGISTRATION.
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Offering Price | Commissions Net Proceeds Net Proceeds Net Proceeds Net Proceeds
to the Public (25% of LROs (50% of LROs | (75% of LROs | (100% of LROs
Sold)ay2) Sold)(1)) Sold)(1y2 Sold)(1)2)
Per $10 N/A 510 $10 $10 S10
Unit
Total $580,000 N/A $145,000 $290,000 $435,000 $580,000

O We estimate all expenses for this Offering to be approximately $450,000, which will not be financed
with the proceeds of the Offering.
@ Assumes no promotions or discounts applied to any Offerings covered by this Offering Circular.

IMPORTANT NOTICES TO INVESTORS

IN MAKING AN INVESTMENT DECISION INVESTORS MUST RELY ON THEIR OWN
EXAMINATION OF THE COMPANY AND THE TERMS OF THE OFFERING, INCLUDING
THE MERITS AND RISKS INVOLVED. THESE SECURITIES HAVE NOT BEEN APPROVED
OR DISAPPROVED BY ANY FEDERAL OR STATE SECURITIES COMMISSION OR
REGULATORY AUTHORITY. FURTHERMORE, THESE AUTHORITIES HAVE NOT
PASSED UPON THE ACCURACY OR ADEQUACY OF THIS OFFERING CIRCULAR. ANY
REPRESENTATION TO THE CONTRARY IS A CRIMINAL OFFENSE.

THE LIMITED RECOURSE OBLIGATIONS HAVE NOT BEEN QUALIFIED UNDER THE
SECURITIES LAWS OF ANY STATE OR JURISDICTION. WE PLAN TO QUALIFY THE
OFFERING WITH THE CALIFORNIA, GEORGIA, ILLINOIS, MARYLAND,
MASSACHUSETTS, TEXAS, VIRGINIA, WASHINGTON AND DISTRICT OF COLUMBIA
SECURITIES REGULATORY BODIES AND THE SECURITIES REGULATORY BODIES OF
OTHER STATES AS WE MAY DETERMINE FROM TIME TO TIME. WE MAY ALSO OFFER
OR SELL LIMITED RECOURSE OBLIGATIONS IN OTHER STATES IN RELIANCE ON
EXEMPTIONS FROM THE REGISTRATION REQUIREMENTS OF THE LAWS OF THOSE
OTHER STATES.

THIS INVESTMENT INVOLVES A HIGH DEGREE OF RISK. YOU SHOULD PURCHASE
THESE SECURITIES ONLY IF YOU CAN AFFORD A COMPLETE LOSS OF YOUR
INVESTMENT.

NO PERSON HAS BEEN AUTHORIZED TO GIVE ANY INFORMATION OR TO MAKE ANY
REPRESENTATIONS OTHER THAN THOSE CONTAINED IN OR INCORPORATED BY
REFERENCE IN THIS OFFERING CIRCULAR, AND, IF GIVEN OR MADE, SUCH
INFORMATION OR REPRESENTATIONS MUST NOT BE RELIED UPON AS HAVING BEEN
AUTHORIZED BY US.
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THIS OFFERING CIRCULAR CONTAINS ALL OF THE REPRESENTATIONS BY THE
COMPANY CONCERNING THIS OFFERING, AND NO PERSON SHALL MAKE DIFFERENT
OR BROADER STATEMENTS THAN THOSE CONTAINED HEREIN. INVESTORS ARE
CAUTIONED NOT TO RELY UPON ANY INFORMATION NOT EXPRESSLY SET FORTH IN
THIS OFFERING CIRCULAR.

This Offering Circular, together with Financial Statements and other attachments (including the
Project Summaries and form of LRO Agreement), consists of a total of 171 pages. Each Project
Summary as reproduced in paper form and filed with the Offering Statement includes (1) a paper copy of
the entire image of the Project Summary as it may be viewed on the Platform when the Offering
commences and (2) separate enlarged reproductions of each section of the Project Summary.
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OFFERING CIRCULAR SUMMARY

This summary highlights information contained elsewhere in this Offering Circular. This
summary is not complete and does not contain all of the information that you should consider before
investing in the LROs. You should carefully read the entire Offering Circular, especially concerning the
risks associated with the investment in the securities covered by this Offering Circular discussed under
the “Risk Factors” section on page 13 and the information contained in the Project Summaries. We use
the terms “the Company,” “our company,” “we,” “us,” and “our” to refer to Groundfloor Finance Inc., a
Georgia corporation formerly known as GROUNDFLOOR Inc. Some of the statements in this Offering
Circular are forward-looking statements. See the section entitled “Special Note Regarding Forward-
Looking Statements™ on page 31.

This Offering Circular relates to the Offering of up to $580,000 in aggregate amount of three
separate series of LROs, corresponding to the same number of Loans and Projects, each as identified
below. See “The LROs Covered by this Offering Circular” below, the corresponding Project Summary
and the form of LRO Agreement, each of which is attached and incorporated by reference into this
Offering Circular.

Our Business
General

Originally formed as Fomentum Labs LLC, a North Carolina limited liability company, in
January 2013, we converted into a North Carolina corporation on July 26, 2013 under the name
GROUNDFLOOR Inc. Effective August 5, 2014, we changed the domiciliary state of the corporation to
Georgia under the name Groundfloor Finance Inc. Our principal offices are located at 3423 Piedmont Rd.
NE, Atlanta, GA 30305. The phone number for these offices is (404) 850-9225. Our mailing address is
3355 Lenox Rd., Suite 750, Atlanta, GA 30326 and the telephone number for this location is (678) 701-
1194,

The Platform and Limited Recourse Obligations

We use our web-based platform (“Platform™) to provide real estate development investment
opportunities to the public, specifically for these purposes through the issuance and sale of Limited
Recourse Obligations. Investors under this Offering Circular have the opportunity to buy Limited
Recourse Obligations issued by the Company and designate the corresponding Loans to be facilitated
through our Platform. We will issue LROs in denominations of $10 and integral multiples of $10.

On each LRO in a series, we will pay to each holder thereof the Purchase Amount and the Return
(each, as defined below) earned thereon in an amount equal to such holder’s pro rata share of the principal
and interest payments, if any, we receive on (or that have been applied to) the corresponding Loan funded
by the proceeds of that series of LRO, net of certain fees and expenses retained by us (as described below)
(the “Loan Payments”). Payment on each series of LROs will be dependent upon our receipt of Loan
Payments in connection with the corresponding Loan. We will make payments on the corresponding LRO
within five business days of receipt of the Loan Payments. We may make payments on the LROs from
any funds at our disposal. We may prepay the LROs at any time without penalty. If we become subject
to a bankruptcy or similar proceeding, you as holder of an LRO will have a general unsecured claim
against us that may or may not be limited in recovery to borrower payments in respect of the
corresponding Loan. See “Risk Factors—If we were to become subject to a bankruptey or similar
proceeding ....”
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The LROs will be unsecured special, limited obligations of the Company only and not obligations
of any Developer or of its Principal(s). The LROs are unsecured, and holders of the LROs do not have a
security interest in the corresponding Loans or the proceeds of those corresponding Loans, or in any
assets of the Company or any Developer or its Principal(s). We do not guarantee payment of the LROs or
the corresponding Loans.

The intended focus of the financing program is the commercial market for lending to developers
of residential and small commercial real estate projects owned and occupied by patrties other than the real
estate developer that owns and operates the Project or toward refinancing existing indebtedness. The
borrower for each Project is a legal entity (the “Developer”) that owns the underlying property and has
been organized by its Principal(s). Proceeds from the Loans typically will be applied toward the Project’s
acquisition and/or renovation or construction costs. In some circumstances, we may permit a portion of
the proceeds from the Loan to be used by the Developer to offset a portion of the purchase price of the
property, but such offset will then reduce its amount of “skin-in-the-game” the Developer would have in
the Project (see below under “Description of the Business—Our Loans to Developers— Credit Risk and
Valuation Assessment—Our Grading Algorithm—Skin-in-the-Game™).

Generally, the Loans we offer range between $15,000 and $500,000, at interest rates that range,
subject to applicable law, between 5% and 26% and mature six months to five years from the date when
the Loan is made. The specific terms for each series of LROs being offered under this Offering Circular
are set forth in “The Limited Recourse Obligations Covered by this Offering Circular” below. See also
the corresponding Project Summary and the form of LRO Agreement, each of which is attached and
incorporated by reference into this Offering Circular. We will fund each Loan out of the proceeds of the
sale of the series of corresponding LROs. The Developer will use the proceeds from the Loan we finance
to complete the Project, repaying principal and interest (either as a balloon payment at maturity or on a
monthly/quarterly basis) to us.

We will take out a lien on the real estate underlying the Project to secure the Loan; however,
investors in the corresponding series of LROs will not have any recourse against the Developer or its
Principals. Your recourse against us is limited to an amount equal to your pro rata share in the Loan
Payments we receive on (or are applied to) the corresponding Loan. See “Example Loan and Projected
Investor Return” below.

We will charge Developers origination and servicing fees (which currently range, on a combined
basis, between 2% and 6% of the principal loan amount requested by the Developer for the Project),
which may be included in the total amount of the Loan. We do not currently charge investors fees in
connection with the Offering of LROs covered by the Offering Circular or for the use of our Platform.
See below and “Description of the Company’s Business—Fees and Related Expenses.”

The general terms of the LROs are summarized in the following table. See “General Terms of the
LROs” below for additional information. For specific details on the information for each series of LROs
covered by this Offering Circular and their corresponding Loans and Projects, see “The LROs Covered by
this Offering Circular” below, the corresponding Project Summary and the form of LRO Agreement, each
of which is attached and incorporated by reference into this Offering Circular.
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General Terms of the LROs

Issuer

Groundfloor Finance Inc., a Georgia corporation.

Security Offered

Limited Resource Obligations, or LROs, issued in series, with each series of
ILROs related to a corresponding Loan.

Al LROs will be issued in electronic form only. All LROs will be offered only
through our Platform to potential investors who have registered and established
a funding account on the Platform, and there will be no commissioned sales
agents, underwriters or underwriting discounts. See “Plan of Distribution.”

Minimum Purchase
IAmount

Investments may be made in denominations of $10 and integral multiples of
$10. We refer to the aggregate amount invested by a holder of a single LRO of
a series as the “Purchase Amount” of that LRO. The aggregate Purchase
Amounts of all LROs of a particular series will equal the total principal amount
of the corresponding Loan.

Return

The annual rate of return on the LRO (the “Return”), which will be the same as
the interest rate for the corresponding Loan. The Return for each LRO will
accrue from the date of issuance.

ILoan Payments

AAll amounts received by the Company as payment of (or application by the
Company of any payment to) the corresponding Loan, including, without
limitation, all payments or prepayments of principal and interest (including any
penalty or default interest), any late charges and any Liquidation Proceeds;
provided, however, that such payments shall be net of any Company Fees and
Expenses (as defined below), Liquidation Costs (as defined below), loan
modification fees or fees deducted by a backup or successor servicer (the
categorization of all such items to be determined by the Company in a manner
consistent with the Loan Agreement).

Final Payment Date

The date our obligation to make payments on a series of LROs terminates,
unless otherwise extended. The final payment date for each series of LROs will
be five business days following the maturity date of the corresponding Loan.
After such termination, any payments that the Company receives in respect of
(or application by the Company of any payment to) the Loan shall not be
required to be paid to the holders of such series of LROs.

Extended Payment Date

If, on the final payment date, any principal or interest payments in respect of the
corresponding Loan remain due and payable to the Company, our payment
obligation with respect to that series of LROs will automatically be extended for
no more than two years. In such case, the Company’s obligation to make any
payments on such series of LROs will terminate on the first to occur of (i) the
date on which the Purchase Amount and Return on the LRO have been paid in
full, (ii) the date on which all available Liquidation Proceeds have been applied
in accordance with the LRO, or (iii) the extended payment date, and, even if
principal or interest payments in respect of the Loan remain due and payable to
the Company at that time, any payments that the Company receives in respect of]

(or application by the Company of any payment to) the Loan thereafter will not
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be required to be paid to the holders of such series of LROs.

Prepayment

‘We may prepay the LROs at any time without penalty.

Investment Documents

All investors must agree to our Investor Agreement, which governs the general
rights and obligations in connection with investing in LROs through our
Platform, in addition to the other Investment Documents (as described below).
[n addition, the offer and sale of each series of LROs, as well as certain rights
and obligations of purchasers of a series of LROs and of the Company, are
governed by a LRO Agreement. The standard form of LRO Agreement is
attached to, and incorporated by reference in, this Offering Circular. Investors
may review the LRO Agreement applicable to a particular series of LROs by
accessing the hyperlink on the corresponding Project Summary on our Platform.

LRO Payments

The LRO Agreement provides that we will pay to each holder of a LRO the
Purchase Amount and Return, in an amount equal to such holder’s pro rata share
of the amounts we receive (or are applied) as Loan Payments with respect to the
corresponding Loan (the “LRO Payments”). LRO Payments will occur within
five business days of receipt of Loan Payments with respect to the
corresponding Loan. We may make [LRO Payments from any funds at our
disposal. The repayment schedule on each series of LROs generally reflects the
same repayment schedule (subject to prepayment) as the corresponding Loan.
The repayment schedule for the Loans will vary by Project; however, typically
repayment is made either as a balloon payment at maturity or interest only on a
monthly/quarterly basis, with the principal amount paid at maturity. Longer
term Loans may also be structured as a balloon payment, but all of our Loans
with a maturity date of less than one year are structured as a balloon repayment.

Ranking

The LROs will not be contractually senior or contractually subordinated to any
indebtedness of the Company. The LROs will be unsecured special, limited
obligations of the Company. Holders of the LROs do not have a security
interest in the corresponding Loans or the proceeds of those corresponding
Loans, or in any assets of the Company, any Developer or any of its Principals.
'We do not guarantee payment of the LROs or the corresponding Loans, and the
[LROs are not obligations of the Developers or its Principals.

'We will be obligated to make payments on the LROs only if and to the extent
we receive (or have applied) Loan Payments on the corresponding Loan. We
will pay to holders of the corresponding series of LROs an amount equal to their|
respective pro rata share of such Loan Payments. Loan Payments will be
secured by the assets of the corresponding Project.

In the event of a bankruptcy or similar proceeding of the Company, the relative
rights of the holder of a LRO as compared to the holders of unsecured
indebtedness of the Company are uncertain. If we were to become subject to a
bankruptcy or similar proceeding, the holder of a LRO will have an unsecured
claim against us that may or may not be limited in recovery to the corresponding
Loan. For a more detailed description of the possible implications if
Groundfloor were subject to a bankruptcy or similar proceeding, see “Risk

[Factors—If we were to become subject to a bankruptcy or similar
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proceeding . . .” and “Risk Factors—In a bankruptcy or similar proceeding of
the Company . ...”

Offering Period

We will commence the offering of each series of LROs promptly after the date
this Offering Circular is qualified by posting on our Platform a separate Project
Summary corresponding to each particular Loan and Project (each, a “Project
Summary”). The offering of each series of LROs covered by this Offering
Circular will remain open until the earlier of (1) 30 days, unless extended, or (2)
the date the Offering of a particular series of LROs is fully subscribed with
irrevocable funding commitments; however, we may extend the Offering Period
for a particular series of LROs in our sole discretion (with notice to potential
investors), up to a maximum of 45 days. We will notify investors who have
previously committed funds to purchase such series of LROs of any such
extension by email and will post a notice of the extension on the corresponding
Project Summary on our Platform. A commitment to purchase LROs becomes
irrevocable following expiration of the Withdrawal Period. Commitments to
purchase LROs made after expiration of the Withdrawal Period, if any, are
irrevocable when authorized and may not be withdrawn. The closing and funding
of each Loan is expected to occur within five business days of the end of the
Offering Period or on such earlier date as the Offering of that series of LROs is
fully subscribed with irrevocable funding commitments. If the offering of a
series of LROs is terminated before, or not fully subscribed with irrevocable
funding commitments by, the end of the Offering Period, we will notify
investors and promptly release committed funds and make them available in
their funding accounts.

Use of Proceeds

We will use the proceeds received by the sale of each series of LROs to finance
corresponding Loans made to the respective Developers. See the section titled
“Use of Proceeds.”

Secondary Trading

The LROs do not contain any provision restricting their transferability, other
than the requirements that any transfer be conducted consistent with applicable
law, any transferee register as an investor with us, and that such transferee
agrees to the terms of the Investor Agreement and the LRO Agreement
governing such series of LROs. However, the LROs will not be listed on any
securities exchange, nor do we have plans to establish any kind of trading
platform to assist investors who wish to sell their LROs. We will not facilitate
or otherwise participate in the secondary transfer of any LRO. There is no
public market for the LROs, and none is expected to develop. Certain states,
including California and Texas, also impose additional statutory restrictions on
secondary trading of the LROs purchased in the Offering, which may further
restrict the transferability of the LROs. Prospective investors are urged to
consult their own legal advisors with respect to secondary trading in the
LROs.

Risk Factors

An investment in any series of LROs involves a high degree of risk. See the
section entitled “Risk Factors” on page 13 of this Offering Circular and
additional information that may be contained in the Project Summaries.
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General Terms of Loans to Developers

We negotiate terms of our Loans with each Developer through an application and intake process
managed on our Platform. (See “Description of the Company’s Business—How Our Platform Operates—
Identification and Posting of Projects on Our Platform” and “Description of the Company’s Business—
Our Loans to Developers”.) The Company and each Developer will enter into a loan agreement (the

“Loan Agreement”) and

certain additional documents, including a promissory note, certain mortgage

instruments (including a deed of trust or similar security document), and other documents or instruments
evidencing or securing the Loan and any other documents entered into in connection with the Loan
Agreement (together, with the Loan Agreement, the “Loan Documents”).

The specific terms of the Loan corresponding to each series of LROs being offered hereby are set
forth in the corresponding Project Summaries, which are attached and incorporated by reference into this

Offering Circular. This

information can also be accessed on our Platform.

The following discussion provides an overview of the range of terms we will offer Developers.

Loan Principal

The total principal amount borrowed under the corresponding Loan (the “Loan
Principal”), which ranges between $15,000 and $500,000 depending on the
Project. We will charge Developers origination and servicing fees and closing
expenses, which may be included in the total amount of the Loan or paid directly
by the Developer at closing.

Interest Rate of Loans
to Developers

IAnnual fixed interest rate between 5% and 26%, depending upon the Project and
subject to applicable law. Interest begins to accrue on all Loan Principal from the
origination date of the Loan, irrespective of when funds are advanced to
Developers.

Advancement of Loan
Proceeds

We will administer the Loan. The proceeds of the Loan (less any fees and
expenses included in the Loan Principal) (the “Loan Proceeds”) will remain in an
laccount maintained at Wells Fargo titled in our name “for the benefit of”
Groundfloor Developers (the “Developer FBO Account”) until disbursed
pursuant to the terms of the Loan Agreement. We typically disburse amounts to
the Developer from time to time as construction advances or draws (each, a
“Draw”). We may (under limited circumstances, for instance if the Loan
Principal is $50,000 or less or a greater amount when used for acquisition of a
property) advance the full amount of the Loan Proceeds to the Developer on the
origination date of the Loan.

Maturity Date of Loans
to Developers

Varies by Project. The maturity of the Loans typically ranges between six months
and five years.

Repayment Terms of
Loans to Developers

The repayment schedule for the Loans will vary by Project; however, typically
repayment is made either as a balloon payment at maturity or interest only on a
monthly/quarterly basis, with the principal amount paid at maturity. Longer term
loans may also be structured as a balloon payment, but all of our Loans with a
maturity date of less than one year are structured as a balloon repayment.

Prepayment

Loans may be prepaid without penalty.
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We have registered the Offering with the securities regulators through the North American
Securities Administrators Association’s (“NASAA™) Coordinated Review Program for Regulation A
Offerings in California, Illinois, Maryland, Massachusetts, Texas, Virginia, Washington, and the District
of Columbia and such other state securities regulators as we may determine from time to time.
Qualification in Georgia has been obtained outside of the NASAA Coordinated Review Program. We
may also offer or sell LROs in other states in reliance on exemptions from registration requirements of the
laws of those states. We do not make any general solicitation or advertisement of this Offering in any
jurisdiction that this Offering is not registered. This Offering is being conducted on a “best-efforts” basis,
which means our officers will attempt to sell the shares to prospective investors through our Platform
without the use of an underwriter. We will not pay any commission or other remuneration to the officers
for these efforts. In the future, we may conduct separate offerings of additional series of LROs under
Regulation A or in reliance on other exemptions from federal and state registration requirements.

The LROs Covered by this Offering Circular

This Offering Circular relates only to the offer and sale of three separate series of LROs
corresponding to the same number of Projects for which we intend to extend Loans. Each series of LRO
is denominated by the corresponding Project’s name. The following table identifies certain information
for each series of LROs being offered pursuant to this Offering Circular, with additional information set
forth in a corresponding Project Summary attached to this Offering Circular. This information can also be
accessed on our Platform.

The table below identifies general information about each series of LROs we are offering under
this Offering Circular, including: the name (which typically corresponds to the address of the
corresponding Project), the aggregate Purchase Amount being offered (which is the same as the total
principal amount of the corresponding Loan), the stated Return (which is the same as the interest rate on
the corresponding Loan), and the repayment terms and corresponding final payment date and extended
payment date. The table below also identifies general information about the corresponding Loan and
Project, including the name of the Developer (as borrower under the Loan), the purpose for the Loan and
the address/location of the Project. It also summarizes the specific terms of the corresponding Loan,
including the Loan Principal, letter grade and interest rate fixed for such Loan (both of which are derived
through our proprietary Grading Algorithm described in greater detail in “Description of the Company’s
Business—Our Loans to Developers—Credit Risk and Valuation Assessment—OQur Grading Algorithm”
below), term of the Loan, manner of repayment, loan position (i.e., whether we will hold a first or second
tier security interest on the Loan) and whether financing the Loan (and completion of the sale of the
corresponding series of LROs) is subject to any conditions.

__ Series of LRO/Project Namie: 1980 English Ln Atlanta, GA
Developer (borrowing entity): Summit & Crowne Partners |
Return Rate of the LRO: 9.6% per annum

Aggregate Purchase Amount of the
LRO: $115,000

Repayment Terms: 12 months from Final Payment Date: 12 months and five business days
issuance, balloon payment following issuance

Extended Payment Date: two years following Final
Payment Date (unless the Loan is repaid or settled earlier)

General Information on Project: Details of Loan:
* Purpose for Loan: Renovation e Loan Principal: $115,000
e Address/Location of Project: ¢ Interest Rate: 9.6% and Grade: B
1980 English Ln, Atlanta, GA ¢ Term and Repayment Terms:
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- Series of LRO/Project Name: 1980 English Ln Atlanta, GA
‘Developer (borrowing entity): Summit & Crowne Partners

12 months - Balloon payment
e Loan Position: First Lien

Financing Conditions: Receipt of clean title search. Title insurance obtained in connection with closing
the Loan.

30337

Aggregate Purchase Amount of the Return Rate of the LRO: 13 4% per annum

LRO: $165,000

Repayment Terms: 12 months from Final Payment Date: 12 months and five business days
issuance, balloon payment following issuance

Extended Payment Date: two years following Final
Payment Date (unless the Loan is repaid or settled earlier)

General Information on Project: Details of Loan:
®  Purpose for Loan: New ¢ Loan Principal: $165,000
Construction ¢ Interest Rate: 13.4% and Grade: C
® Address/Location of Project: ¢ Term and Repayment Terms:
Lot 50 Dawson Forest Manor, 12 months — Balloon payment
Dawsonville, GA 30534 » Loan Position: First Lien

Financing Conditions: Receipt of clean title search. Title insurance obtained in connection with closing
the Loan.

Aggregate Purchase Amount of the Return Rate of the LRO: 6. 4% per annum

LRO: $250,000

Repayment Terms: 12 months from Final Payment Date: 12 months and five business days
issuance, balloon payment following issuance

Extended Payment Date: two years following Final
Payment Date (unless the Loan is repaid or settled earlier)

General Information on Project: Details of Loan:
*  Purpose for Loan: New e Loan Principal: $250,000
Construction ¢ Interest Rate: 6.4% and Grade: A
e Address/Location of Project: e Term and Repayment Terms:
7415 Raton St, Houston, TX 12 months ~ Balloon payment
77055 e Loan Position: First Lien

Financing Conditions: Receipt of clean title search. Title insurance obtained in connection with closing
the Loan.

The LROs will be unsecured special, limited obligations of the Company only, and, although
repayment of those obligations is based solely upon repayment of the Loan by the Developer, you will not
have any recourse against the Developer or its Principals. (See “Description of the Company’s
Business—Project Funding and Payment of Investor Returns—Servicing and Collection of Loans” and
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“General Terms of the LROs—LRO Payments and Term.”) Your recourse against us is limited to an
amount equal to your pro rata share in the Loan Payments we receive on (or are applied to) the
corresponding Loan.

Each Loan will be secured by the assets of the corresponding Project. This lien is for our benefit
only. In the event of a default on the Loan, we will pay to each investor an amount equal to such
investor’s pro rata share of any amounts we recover under our security interest, net of any applicable fees
and expenses retained by us (as discussed below). The LROs are unsecured, and holders of the LROs do
not have a security interest in the corresponding Loans or the proceeds of those corresponding Loans, or
in any other assets of the Company, any Developer or any of the Developers’ Principals. We do not
guarantee payment of the LROs or the corresponding Loans, and the LROs are not obligations of the
Developers or its Principals. (See “General Terms of the LROs—Unsecured Obligations.”)

Fees and Related Expenses

The LRO Agreement provides that we will pay to each holder the Purchase Amount and Return
in an amount equal to such holder’s pro rata share of the amounts we receive (or are applied) as Loan
Payments with respect to the corresponding Loan. For these purposes, we include in these LRO
Payments amounts equal to all payments or prepayments of principal and interest (including any penalty
or default interest charged on the Loan), any late charges and any Liquidation Proceeds, but do not
include amounts equal to any Company Fees and Expenses, Liquidation Costs, loan modification fees,
and fees deducted by a backup or successor servicer (the categorization of all such items to be determined
by the Company in a manner consistent with the Loan Documents).

For all Loans, we charge an origination fee and a servicing fee. In most instances, our origination
and servicing fees (which typically range, on a combined basis, between 2% and 6% of the principal loan
amount requested by the Developer) are included in the total amount of the Loan financed through our
Platform. Less frequently, a Developer will directly pay the origination and servicing fees to us at
closing. Developers are also responsible for paying closing costs as well as the costs of obtaining the title
search and title insurance. The Developer may elect to include these costs in the total amount of the Loan
financed through our Platform or may directly pay these expenses at closing. Typically, the combined
costs of closing, title search, and title insurance range from $500 to $1,500. We retain all of these fees
and reimbursements. None are included in the LRO Payments distributed to investors

We may also charge fees in connection with administering the Loan Documents, including check
processing or administrative fees in connection with facilitating Draw payments or other disbursements of
loan proceeds and fees imposed on the Company or its agent in respect of a Loan when the Company’s
payment request is denied for any reason, including, but not limited to, non-sufficient funds in the
Developer’s bank account or the closing of such bank account (the “Company Fees and Expenses”). We
typically deduct Company Fees and Expenses from undrawn Loan Proceeds; however, if insufficient
Loan Proceeds remain available to cover those amounts, we will invoice the Developer directly for those
fees and expenses. LRO Payments do not include amounts equal to any Company Fees and Expenses.

We do not currently charge any prepayment fees or penalties. We currently do not incur fees or
expenses in connection to the engagement of a backup or successor servicer. In the event we do incur
such fees and expenses in the future, we would retain any reimbursements received from Developers to
cover such fees and expenses or may reduce LRO Payments by such amounts.

We may charge the Developer (and retain) a fee in connection with an extension or modification
of the Loan. Whether we charge a modification fee (and the amount of such fee) will vary based on the
modification, the complexity and time involved to negotiate and document the modification, the increased
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burden or administration required to service the modified Loan, and other facts and circumstance that may
exist at the time of the modification. See “Description of the Company’s Business—Project Funding and
Payment of Investor Returns —Servicing and Collection of Loans.” We typically deduct modification
fees from undrawn Loan Proceeds; however, if insufficient Loan Proceeds remain available to cover the
loan modification fee, we invoice the Developer directly for these expenses. We retain all loan
modification fees we receive.

In addition, we may increase the interest rate applied to the Loan, subject to applicable law, as a
penalty in the event of an extension or modification. We use our discretion when determining whether to
apply penalty interest to a modification (separate and apart from late charges and/or default interest that
may be imposed) and we make a determination about whether to apply a penalty (and the amount, if any)
on a case by case basis. However, under current policy, penalty rates typically range between 0%-2%.
See “Description of the Company’s Business—Project Funding and Payment of Investor Returns —
Servicing and Collection of Loans”. LRO Payments include amounts equal to the penalty interest we may
receive with respect to the corresponding Loan prior to the extended payment date.

In the event a Developer fails to make payment on a due date, we have the option to pursue
various remedies, including imposing a late charge (equal to the lesser of (i) 4% of the unpaid payment
amount or (ii) the maximum amount permitted to be charged under applicable law) or charging interest at
a default rate (equal to the less of (i) twenty percent (20%) per annum or (ii) the maximum rate permitted
to be charged under applicable law). Late charges and the default rate are applied to the outstanding
amount then owed and calculated form the original date the payment was due. See “Description of the
Company’s Business—Project Funding and Payment of Investor Returns —Servicing and Collection of
Loans.” LRO Payments include amounts equal to any late fee and/or default interest, as applicable, we
may receive with respect to the corresponding Loan prior to the extended payment date .

Any and all payments and repayments received by us in connection with any exercise of remedies
with respect to the Loan Documents (collectively, the “Liquidation Proceeds™) will be applied (i) first, to
all costs and expenses of any nature whatsoever incurred by us for the maintenance, preservation, defense,
protection, sale, other disposition, collection, and enforcement of the Loan Documents, including without
limitation (a) court costs and reasonable attorneys’ fees, expenses, and disbursements and (b) any Defense
Expenses (as defined below) (collectively, the “Liquidation Costs”), (ii) second, to any prepayment
premium owed by the Developer under the Loan Documents, (iii) third, to accrued and unpaid interest
owed by the Developer under the Loan Documents, and (iv) fourth, to the outstanding Loan Principal.

We will pay each holder of a series of LROs an amount equal to such holder’s pro rata share of the
Liquidation Proceeds (net of Liquidation Costs) we secure with respect to the corresponding Loan prior to
the extended payment date. See “General Terms of the LROs—Liquidation Proceeds, Costs, and
Expenses” below.

The chart below summarizes the current treatment of the various fees we charge and expenses we
incur in connection with our underwriting and loan administration services.

Type of Fee Amount of Fee/Expense Application of Fees
Origination and Typically ranging (on a combined Charged to each Developer and retained by us.
Servicing Fees basis) from 2% to 6% Total fees typically included in total amount of the

Loan funded on our Platform or paid directly by the
Developer at closing.

Closing Expenses | $500 to $1,500

Charged to Developer. Fee is typically included in
total amount of the Loan funded on our Platform or
paid directly by Developer at closing.
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Type of Fee Amount of Fee/Expense Application of Fees

Check Processing | Upto $15 Fees would be paid by Developer and retained by
Fee us.

Non-sufficient $151t0 $35 Fees would be paid by Developer and retained by
funds us.

Loan Modification | Variable Fees paid by Developer and retained by us.

Fees

Penalty Interest
Rate

Variable. Typically, up to an
additional 2%, subject to applicable
law

Additional interest paid by Developer.
Corresponding amounts are included in LRO
Payments.

Late Charge The lesser of 4% or the maximum Late charge is paid by Developer. Corresponding
amount permitted to be charged amounts are included in LRO Payments.
under applicable law

Default Rate The lesser of 20% or the maximum | Additional interest paid by Developer.

rate permitted to be charged

Corresponding amounts are included in LRO
Payments.

Liquidation Costs | Variable Expenses paid by us and retained by us out of the
Liquidation Proceeds.

Liquidation Variable Corresponding amounts (less the Liquidation Costs)

Proceeds are included in LRO Payments.

We do not charge investors any fees in connection with the Offering of, and will not charge any
service fees with respect to LRO Payments made with respect to, the LROs covered by this Offering
Circular. We do not currently charge investors any fees for the use of our Platform. See the section titled
“Description of the Company’s Business—Fees and Related Expenses” below for more information.

Example LRO and Projected Investor Return

By way of illustration, assume we approve an acquisition and construction Loan with the
following terms: $100,000 in principal amount, with a 10% interest rate over a 12-month term, and a
balloon payment upon maturity. We would offer LROs covering $100,000 in aggregate Purchase
Amount, at a Return of 10%.; with the initial payment date of 12 months, plus five business days,
following the date of issuance.

If the Developer elects to include our origination and servicing fees (of $4,000 or 4%) and closing
expenses (of $1,000) in the Loan Principal, upon funding of the Loan by investors, the Developer’s FBO
Account would be credited with $95,000 (equal to the entire Loan Principal of $100,000 less the $5,000
in fees and expenses, which we retain). Interest on the entire $100,000 would accrue during the 12-month
term of the Loan, and at the end of that 12-month term (assuming there are no additional fees and
expenses incurred by the Company and no prepayment, modification or default by the Developer), the
Developer would pay us a total of $110,000 (equal to the entire Loan Principal of $100,000, plus $10,000
of accrued interest). We would, within five business days of receipt of these funds, disburse to each
holder of the corresponding series of LROs an amount equal to such holder’s pro rata share of $110,000

(the total Loan Payment we received from the Developer).




Summary Financial Information

Statement of Operations Data:

Non-Interest Revenues - origination fees
Total operating expenses ~
Net loss

Bai:vllrl‘_ce Shcef D “taﬁ "
Cash .
Loans to developers

- Software and website development costs, net

Total assets
Accounts payable
Notes payable to investors
Convertible nofes payable
Total liabilities
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From Inception
Ten months ended  (January 28, 2013)
October 31, 2014 to December 31,

(unaudited) 2013 (audited)
$ 12,942 $ -
$ 830024 $ 131,305
$  (868331) $  (135471)
$ 367904 $ 87,833
$ 215,000 $ -
$ 63917 $ 28908
$ 660,794 $ 122,582
$ 950464 $ 71964
$ 250,000 $ -
$ 1,050,000 $ 165000 @

$ 1,648,830 $ 257,027

The above table is not adjusted to reflect the Initial and Subsequent Closings of the Series Seed Financing

(each, as defined below).

Corporate Information

We are a Georgia corporation. We maintain principal executive offices at 3423 Piedmont Rd.
NE, Atlanta, GA 30305. The phone number for these offices is (404) 850-9225. Our mailing address is
3355 Lenox Rd., Suite 750, Atlanta, GA 30326 and the telephone number for this location is (678) 701-

1194, and our email address is contact@groundfloor.us.
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RISK FACTORS

Investing in the LROs involves a high degree of risk. In deciding whether to purchase LROs, you
should carefully consider the following risk factors and additional information about the risks associated
with a particular series of LROs that may be contained in the Project Summaries. Any of the Jfollowing
risks could have a material adverse effect on the value of the LROs you purchase and could cause you 1o
lose all or part of your initial Purchase Amount or could adversely affect future payments you expect to
receive on the LROs. Only investors who can bear the loss of their entire Purchase Amount should
purchase LRO:s.

Risks Related to Investing in LROs

Payments on the LROs depend entirely on the payments received from the Developer. If we do not
receive such payments from the Developer, you will not receive any payments on your LRO.

We will make LRO Payments only to the extent we receive Loan Payments on the corresponding
Loan. Borrowers are able to make payments on their loans primarily from proceeds received for the sale,
lease or refinancing of the real property connected with the corresponding Project. If the borrower is
unable to sell, lease or refinance the property, it is likely that the Developer will be unable to make
payments on its Loan, and you will not be entitled to, and will not receive any, payments under the LRO
Agreement.

The LROs are unsecured special, limited obligations of the Company only and are not secured by any
collateral or guaranteed or insured by any third party.

The LROs are unsecured special, limited obligations of the Company and will not represent an
obligation of the Developer, its Principals or any other party except us. The LROs are not secured by any
collateral and are not guaranteed or insured by any governmental agency or instrumentality or any third

party.

The payment obligations of the Developer are not guaranteed or insured by any third party, and, in the
event of a default, you must rely on us or a third-party collection agency to pursue collection against
the Developer.

Payment of the amounts owed under the Loan and other obligations of the Developer under the
Loan Documents are not guaranteed or insured by any third party, including its Principals, or backed by
any governmental authority in any way. In the event of a default on such payment obligations, therefore,
we may be limited in our ability to collect on the Developer’s corresponding Loan Payments, and you will
need to rely upon us or a third-party collection agency to pursue collection against such Developer. If the
Developer fails to make payments on the Loan, you will not be entitled to, and will not receive, the
corresponding payments on your LRO.

Although the Developer’s obligations under the Loan Documents are recourse, our remedy in the event
of nonpayment may be limited to the value of the property securing the debt.

The Loan Documents with each Developer will provide that such borrower’s obligations under
the Loan are recourse, which means that, in the event of nonpayment, we may collect any outstanding
amount owed for the debt from the Developer even after we have foreclosed on the collateral securing the
debt. Even though the Loan obligations are recourse to the Developer, in most cases, the Developer’s
assets are limited primarily to its interest in the related mortgaged property. Further, our remedies against
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the Developer may be limited by state law in certain jurisdictions. For instance, some jurisdictions restrict
a mortgagee’s right to seek a deficiency against the borrower in the event the amount realized from a
foreclosure sale is insufficient to repay the underlying debt, commonly referred to as anti-deficiency
statutes. Moreover, in jurisdictions where deficiency actions are permitted, the burden of proof with
respect to the adequacy of the amount realized from the foreclosure is often imposed on the party seeking
the deficiency, such that deficiency actions may result in costly and protracted litigation. Further, some
jurisdictions continue to apply the common-law doctrine of “election of remedies” pursuant to which a
mortgagee must elect either to sue for recovery under the obligation or pursue foreclosure against the
property subject to the mortgage lien. While such restrictions can frequently be waived as a matter of
contract, the election of remedies doctrine represents a potential defense in certain circumstances. Since
the Principals are not obligors under the Loan Documents, we are limited in seeking recourse for non-
payment to the borrowing entity itself. If the Developer fails to make payments on the Loan and our
remedy is limited to the value of the property securing the Loan, you may lose some, or all, of the
expected Return on the LROs.

The Company, in its capacity as Loan servicer, has the authority to waive or modify the terms of the
Loan without consent of the LRO holders.

The Company is obligated to use commercially reasonable efforts to service and collect the
Loans in accordance with industry standards. Subject to that obligation and provided that the
Company has reasonably and prudently determined that such action will not be materially adverse to
the interests of the relevant LRO holders, the Company has the authority (without the consent of the
relevant LRO holders) to waive or modify the terms of any Loan, including to change the payment
date, reduce the principal amount or the rate of interest, change the time or manner of making loan
payments on the Loan or amend any other material term of the Loan, and to charge-off the Loan if it
becomes uncollectable or sell the Loan in certain instances following an event of default. If the
Company approves a material modification to the terms of any Loan, it will promptly notify the
corresponding LRO holders by e-mail of the material terms of such modification and the effect, if
any, such modification will have on their LRO Payments.

If you decide to invest through our Platform and concentrate your investment in a single series of
LROs, your entire return will depend on the performance of a single Loan.

If you decide to invest through our Platform and concentrate your investment in one Project, your
entire return will depend on the performance of that single Project. For example, if you plan to purchase
$400 of LROs and choose to invest the entire $400 in a single Project instead of investing $10 in 40
Projects corresponding to Loans of forty different Developers, your entire $400 investment will depend
on the performance of a single Loan. Failing to diversify your investment increases the risk of losing your
entire investment due to a single Developer’s default or a small number of Developer defaults.
Diversification, however, will not eliminate the risk that you may lose some, or all, of the expected
Return on the LROs.

We may not set appropriate interest rates for the Loans.

If we set interest rates for the Loans too low, investors may not be compensated appropriately for
the level of risk that they are assuming in purchasing a LRO, while setting the interest rate too high may
increase the risk of non-payment on a Loan. In either case, failure to set rates appropriately may cause the
Return on the LROs not to be commensurate with the risks investors have assumed in acquiring such
LROs.
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Our management team has limited experience in mortgage loan underwriting.

As of May 15, 2015, we have extended 26 loans for real estate development projects through
our subsidiary, Groundfloor GA for an aggregate principal amount of $1,295,150. Loan sizes have
ranged from $8,000 to $100,000, with an average loan size of approximately $49,813. Of the 26 loans
funded, 11 loans had been paid back in full and 15 loans were currently outstanding as of May 15,
2015. Of the 15 outstanding loans, all were current and we are not aware of any adverse or material
issues with the underlying real estate projects as of May 15, 2015. See “Management Discussion &
Analysis—Overview—Georgia Notes” for additional information on each of these loans.

Prior to financing these projects, our officers had no experience in mortgage loan underwriting. If
our method for evaluating potential Projects to fund and for establishing interest rates for such Projects
proves flawed, investors may not receive the full return on their investment in the LROs. Although our
proprietary Grading Algorithm is based upon certain quantifiable characteristics that we developed and is
primarily driven by leverage and asset value, there is no assurance that the Grading Algorithm will
accurately assess the risks associated with the Developer or the property for which the Loan is being
sought.

Developers are generally permitted to prepay Loan obligations at any time without penalty. Developer
prepayments will extinguish or limit your ability to earn additional returns on the corresponding LRO.

Prepayment by a Developer occurs when a Developer decides to pay some or all of the principal
amount on the Loan earlier than originally scheduled. With all of the Projects financed on our Platform,
the Developer may prepay all or a portion of the remaining principal amount at any time without penalty.
Upon a prepayment of the entire remaining unpaid principal amount and accrued interest on the Loan,
within five business days you will receive an amount equal to your pro rata share of such prepayment and
your LRO will terminate on the final payment date without any further payments being made to you. If
prevailing commercial loan rates decline in relation to the LRO’s effective interest rate, the Developer
may choose to prepay the Loan with lower-cost funds. If the Developer prepays a portion of the
remaining unpaid principal balance on the Loan, the term for repayment of the Loan will not change, but
you will not earn Return on the prepaid portion. In addition, you may not be able to find a similar rate of
return on another investment at the time at which the Loan is prepaid.

The LROs will not be listed on any securities exchange, and no liquid market for the LROs is expected
to develop.

The LROs will not be listed on any securities exchange or interdealer quotation system. There is no
trading market for the LROs, and we do not expect that such a trading market will develop in the
foreseeable future, nor do we intend to offer any features on our Platform to facilitate or accommodate such
trading. The LROs are not redeemable by us. Therefore, any investment in the LROs will be highly illiquid,
and investors in the LROs may not be able to sell or otherwise dispose of their LROs in the open market.
Accordingly, you should be prepared to hold the LROs you purchase until our payment obligations
thereunder terminate.

Our Investor Agreement and the LRO Agreement limit your rights in some important respects.

When you make an investment through our Platform, you are required to agree to the terms of our
standard Investor Agreement, which sets forth your principal rights and obli gations as an investor, and to
agree to the terms of a LRO Agreement, which sets forth the specific terms of the series of LROs you are
committing to purchase. The Investor Agreement and LRO Agreement limit the investor’s right to collect
or attempt to collect from any Developer or its Principals, directly or through any third party, any amount
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owing under any of the investor’s LROs or on any of the Loan Payments that correspond to the investor’s
LRO:s.

In addition, under the Investor Agreement, we may require that any claims against us, other than
claims alleging violations of federal securities laws by us or any of our officers or directors, be resolved
through binding arbitration rather than in the courts. The arbitration process may be less favorable to
investors than court proceedings and may limit your right to engage in discovery proceedings or to appeal
an adverse decision. You also waive your right to a jury trial under the Investor Agreement. These
provisions may have the effect of discouraging lawsuits against us and our general partner’s directors and
officers.

Furthermore, the investor acknowledges in the Investor Agreement that the LROs are intended to
be debt instruments issued by the Company that have original issue discount (“OID”) for U.S. federal
income tax purposes and agrees not to take any position inconsistent with that treatment of the LROs for
tax, accounting, or other purposes, unless required by law.

You are required to indemnify us for losses that may arise out of representations made, and covenants
given, to us in the documents you enter into through the Platform.

By executing the Investor Agreement, you agree to indemnify, defend, protect and hold harmless
the Company and its officers, directors, shareholders, employees and agents against all claims, liabilities,
actions, costs, damages, losses, demands and expenses of every kind, known or unknown, contingent or
otherwise (including, but not limited to, any and all expenses incurred in investigating, preparing or
defending against any litigation commenced or threatened) (collectively, the “Losses”), based upon or
arising out of any actual or alleged false acknowledgment, representation or warranty, or
misrepresentation or omission to state a material fact, or breach by you of any covenant or agreement you
make in the Investor Agreement or in any other Investment Document (as defined below). Except with
respect to Losses based upon or arising out of any inaccuracy in or breach of certain fundamental
representations you make to us (as set forth in Section 8 of the Investor Agreement) or of your covenant
not to violate applicable laws (as contained in Section 9(e) of the Investor Agreement), your liability to us
is limited to an amount equal to the aggregate LRO Payments due under any LROs you hold. We may,
among other remedies we can pursue, collect against Losses by off-setting amounts owed to you as LRO
Payments. However, to the extent that any indemnification provision in the Investor Agreement purports
to include indemnification for liabilities arising under the Securities Act, you should be aware that in the
SEC’s opinion this indemnification provision would be contrary to public policy and therefore
unenforceable.

If the offering of a series of LROs is not fully subscribed with irrevocable funding commitments, you
will not be issued any of the securities you have committed to purchase and will not realize any benefit
from the investment transaction.

There is no guarantee that the corresponding Loan in which you commit to purchase LROs will
actually be funded. If a sufficient number of investors do not invest in a series of LROs, the offering with
respect to those particular securities will not be closed and you will not be issued your securities. Your
funds, intended for investment, will be released and made available in your funding account, without
interest, even though you may otherwise wish to invest, and you will not have realized any benefit from
the transaction.
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Certain securities qualification exemptions for secondary trading in California will not be available to
investors with respect to the LROs.

We have been advised by the California Department of Corporations that the exemptions for
secondary trading in California available under California Corporations Code Section 251 04(h) will be
withheld with respect to the LROs, although there may be other exemptions to cover private sales in
California of a bona fide owner for his own account without advertising and without being effected by or
through a broker-dealer in a public offering. Prospective investors are urged to consult their own legal
advisors licensed to practice law in California with respect to secondary trading in the LROs.

Risks Related to the Developer, its Principal(s) and the Project

Real estate projects involve considerable risk, which may affect the Developer’s ability to make
payments under its Loan.

Real estate development projects are inherently risky, and the risks they involve may affect the
Developer’s ability to make payments under its Loan. The risks involved in real estate development
projects include the following:

» changes in the general economic climate and market conditions;

¢ complications involving the renovation or redevelopment of the real estate propetty connected to
the Project;

* limited availability of mortgage funds or fluctuations in interest rates which may render the sale and
refinancing of the real estate property corresponding to the Project difficult;

* unanticipated increases in real estate taxes and other operating expenses;
e environmental considerations;

» zoning laws and other governmental rules and policies; and

* uninsured losses including possible acts of terrorism or natural disasters.

The success of the Project is dependent on the performance of third parties, including the Developer
and its Principal(s), over which we have no control.

We will issue a commercial loan to the Developer to fund the Project. The Developer owns and
controls the Project and is responsible for various management functions that are essential to the success
of the Project. The Principal(s) of that borrowing entity control and operate it. Poor management on the
part of the Developer, or its Principals, could adversely affect the financial performance of the Project or
expose the Project to unanticipated operating risks, which could reduce the Project cash flow and
adversely affect the Developer’s ability to repay the Loan.

We have limited experience in developing real estate projects.
If the Developer is unable to repay its obligations under the Loan, we may foreclose on the real

estate property. Although we will seek out purchasers for the property, we may have to take an active role
in the management of the Project. Prospective investors should consider that we and our management
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have not previously managed real estate development projects. No assurances can be given that we can
operate the Project profitably.

Credit information may be inaccurate or may not accurately reflect the creditworthiness of the
Developer or its Principals, which may cause you to lose part or all of the Purchase Amount you pay
Jor a LRO.

We obtain credit information about the Principals of the Developer from consumer reporting
agencies, such as TransUnion, Experian or Equifax. A credit score assigned to a Principal may not reflect
the actual creditworthiness of the Developer or its Principals. (Although the Principal(s) are not
personally liable for making payments under the Loan, we believe his or her FICO credit score is a
relevant factor in understanding the individual practices regarding debt management of the persons who
will ultimately be responsible for managing the Project and servicing the debt.) In addition, we do not
verify the information obtained from the credit report and the credit score of the Principal may be based
on outdated, incomplete or inaccurate consumer reporting data. Additionally, there is a risk that, after we
have completed our credit review, the Principal may have:

e  become delinquent in the payment of or defaulted under an outstanding obligation;
e taken on additional debt; or
e sustained other adverse financial events.

Inaccuracies in the credit information obtained or subsequent events that materially impact the
ability to repay the Loan or reduce creditworthiness may increase the risk that the Developer will
default on its Loan, which will increase the risk that the LROs will not be repaid in full.

Information supplied by Developers, including information on the Project Summaries, may be
inaccurate or intentionally false.

Developers supply a variety of information that is included in this Offering Circular and the
Project Summaries. We do not independently verify all of the information provided by borrowers during
the application and underwriting process, and, although in connection with the Loan Agreement
borrowers represent and warrant to us as to the accuracy of such information, it may nevertheless be
inaccurate or incomplete. For example, we generally do not independently verify certain of the
information about the financial condition and past business experience of the Developer and business
experience of its Principals, including much of the data contained in the Borrower Summary (Box H) of
the Project Summary, the proposed costs of a given construction project or the capabilities, and the
experience of any contractors or sub-contractors. Further, the information the Developers supply may be
inaccurate or intentionally false. Developers may misrepresent their intentions for the use of Loan
Proceeds, and, if such misrepresentations negatively impact the Developer’s ability to make its payments
under the Loan, we may not be able to make corresponding payments under the terms of the LROs. See
“Description of the Company—Our Loans to Developers— Due Diligence and Authentication” for the
commercially reasonable efforts we use to verify or authenticate certain information provided to us and
representations made by the Developers.

Other than as discussed below in “Description of the Company—Our Loans to Developers—
Due Diligence and Authentication”, we do not independently verify the information provided to us by
borrowers, and it may be inaccurate or incomplete. If you rely on false, misleading or unverified
information supplied by borrowers in deciding to purchase LROs, you may lose part or the entire
Purchase Amount you pay for a LRO and our reputation may be harmed. Project Summaries and
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borrower information available on our Platform and in this Offering Circular with respect to the LROs
being offered hereby is subject to Rule 10b-5 of the Exchange Act and to the liability provisions of the
Securities Act. Potential investors should note that on occasion courts have taken the position that
plaintiffs who have failed to exercise adequate caution in analyzing the risks associated with reliance
upon unverified information may be precluded from asserting a claim for misrepresentation. Although
the Company does not believe this would impact its overall liability under Rule 10b-5 of the Exchange
Act and the liability provisions of the Securities Act for information provided to you in connection with
this Offering, we advise you that your recourse may be limited in the event information that is self-
reported and not independently verified by us turns out to be false or misleading.

We have an incentive to take on as many Projects as possible, which could impair our ability to devote
adequate attention and resources to collection of outstanding Loan Payments.

A significant portion of our revenues is derived from origination and servicing fees generated
through financing of Projects. As a result, we have an incentive to finance as many Projects as possible
to maximize the amount of origination and servicing fees we are able to generate. Increased Project
volume increases the demands on our management resources and our ability to devote adequate attention
and resources to the collection of outstanding Looan Payments. In the event that we take on Project
volumes that exceed our ability to service outstanding Loans, our ability to make timely payments on the
LROs will suffer.

We do not take any specific actions to monitor how funds are spent after they have been disbursed to
the Developers.

When we finance a Project, our primary assurance that the financing proceeds will be propetrly
spent by the Developer is the contractual covenants agreed to by the Developer and the business history
and reputation of the Developer. We typically implement a Draw process for Loans (and always do so for
Loans in excess of $50,000 unless the entire amount is used for acquisition of a property), which
mitigates some risk of mishandling of funds by the Developer. However, we do not and cannot control
how the Loan Proceeds will be used by Developers. Should the proceeds of a financing be diverted
improperly, the Project might become insolvent, which could cause the purchasers of the corresponding
LROs to lose their entire investment.

Risks Related to the Company and our Platform
Our auditor has expressed substantial doubt about our ability to continue as a going concern.

Our financial statements for the period ended December 31, 2013, include a going concern note
from our auditors. We incurred a net loss during the period from January 28, 2013 (inception) through
December 31, 2013, and had an accumulated deficit as of December 31, 2013 of $135,471. In view of
these matters, our ability to continue as a going concern is dependent upon our ability to increase
operations and to achieve a level of profitability. Since its inception, we have financed our operations
through debt and equity financings. We intend to continue financing our future activities and our working
capital needs largely from private financing from individual investors and venture capital firms until such
time that funds provided by operations are sufficient to fund working capital requirements. The failure to
obtain sufficient debt and equity financing and to achieve profitable operations and positive cash flows
from operations could adversely affect our ability to achieve our business objective and continue as a
going concern.
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We have a limited operating history. As a company in the early stages of development, we face
increased risks, uncertainties, expenses and difficulties.

We have a limited operating history. We were originally formed in January 2013 as Fomentum
Labs LLC and converted into a North Carolina corporation in July 2013. Effective August 5, 2014, we
changed the domiciliary state of the corporation to Georgia under the name Groundfloor Finance Inc.
Our Platform has been operated in its current form only since November 2013. We formed Groundfloor
Properties GA LLC (“Groundfloor GA™) in August 2013 for the purpose of issuing nonrecourse
promissory notes (“Georgia Notes”) corresponding to commercial real estate loans entered into by
Groundfloor GA to residents of Georgia. Groundfloor GA began offering these investment opportunities
to residents of Georgia through our Platform in November 2013.

For our business to be successful, the number of real estate development projects we finance will
need to increase, which will require us to increase our facilities, personnel and infrastructure to
accommodate the greater servicing obligations and demands on our Platform. Our Platform is dependent
upon our website to maintain current listings and transactions in the LROs and the Georgia Notes. We
must constantly update our software and website, expand our customer support services and retain an
appropriate number of employees to maintain the operations of our Platform, as well as to satisfy our
servicing obligations on the Loans and make payments on the LROs and the Georgia Notes. If we are
unable to increase the capacity of our Platform and maintain the necessary infrastructure, you may
experience delays in receipt of payments on the LROs and periodic downtime of our systems.

We are also subject to other risks and uncertainties related to engaging in a public offering that may
daffect our business.

We are subject to additional risks and uncertainties in connection with engaging in a public
offering of the LROs. These risks and uncertainties include:

» the potential for increased scrutiny by federal and state regulatory agencies;

o the greater likelihood of facing civil liability claims for alleged violations of federal and state
securities laws;

e the increasing costs connected with managing our growing business and portfolio of Loans;

o the impact of greater media attention, including the possibility of negative commentary of our
business model by other market participants such as traditional financial institutions;

e the costs of qualifying our offerings with federal and state regulators;

e the time commitment for our management to qualify our offerings, which takes focus away from
operating our business;

e navigating complex and evolving regulatory and competitive environments;
e increasing the number of investors utilizing our Platform;

e increasing the volume of Loans facilitated through our Platform and fees received from
Developers;
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* continuing to develop, maintain and scale our Platform;
» effectively using limited personnel and technology resources;
* effectively maintaining and scaling our financial and risk management controls and procedures;

* maintaining the security of our Platform and the confidentiality of the information provided and
utilized across our Platform; and

* attracting, integrating and retaining an appropriate number of qualified employees.

We will need to raise substantial additional capital to fund our operations, and, if we fail to obtain
additional funding, we may be unable to continue operations.

At this early stage in our development, we have funded substantially all of our operations with
proceeds from private financings from individual investors and venture capital firms. To date, we have
raised approximately $2 million through private sales of convertible debt and preferred stock. To continue
the development of our business, we will require substantial additional funds. To meet our financing
requirements in the future, we may raise funds through equity offerings, debt financings or strategic
alliances. Raising additional funds may involve agreements or covenants that restrict our business
activities and options. Additional funding may not be available to us on favorable terms, or at all. If we
are unable to obtain additional funds, we may be forced to reduce or terminate our operations.

Our ability to generate significant revenues from the actual operation of our Platform in the near
future is limited by the requirement that offerings of LROs be registered on Form S-1, qualified under
Regulation A or offered pursuant to another exemption from registration. At present, sales of LROs under
Regulation A are capped at $5 million during any 12-month period. Although the Jumpstart Our Business
Startups Act (the “JOBS Act”) provides for the Regulation A limit to be increased to $50 million, the
increase will not take effect until the rules recently adopted by the Securities and Exchange Commission
(the “SEC”) become effective in mid-June 2015. In addition, we can make no assurances that our
offerings will or could be increased in accordance with those provisions. Furthermore, it has historically
taken significant time to complete the Registration A registration and/or qualification process. This delay
can make it difficult for us to identify Developers that can defer the need for financing for particular
Projects through such a long timeframe. If we are unable to identify Projects to finance as a result, it will
impact our ability to make investment opportunities available through our Platform and to generate
revenues.

We have incurred net losses in the past and expect to incur net losses in the Juture. If we become
insolvent or bankrupt, you may lose your investment.

We have incurred net losses in the past, and we expect to incur net losses in the future. Our
accumulated deficit was approximately $135,000 as of December 31, 2013 and $1,000,000 as of
October 31, 2014. We have not been profitable since our inception, and we may not become profitable. In
addition, we expect our operating expenses to increase in the future as we expand our operations. If our
operating expenses exceed our expectations, our financial performance could be adversely affected. If our
revenue does not grow to offset these increased expenses, we may never become profitable. In future
periods, we may not have any revenue growth or our revenue could decline. Our failure to become
profitable could impair the operations of our Platform by limiting our access to working capital to operate
our Platform. If we were to become insolvent or bankrupt, it is likely that we would default on our
payment obligations under the LROs, and you may lose your investment.
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Our financing is a new lending method and our Platform has a limited operating history. Developers
may not view or treat their obligations to us as having the same significance as loans from traditional
lending sources, such as bank loans, and the Loans may have a higher risk of default than loans of
borrowers with similar credit scores to other lenders.

The investment return on the LROs depends on borrowers making payments under their Loans in
a timely and complete manner. Developers may not view our lending obligations originated on our
Platform as having the same significance as other credit obligations arising under more traditional
circumstances, such as loans from banks or other commercial financial institutions. If a Developer
neglects, or chooses not to meet, its payment obligations upon which a LRO Payment is dependent, you
may not be able to recover any portion of your investment in a LRO.

If we were to become subject to a bankruptcy or similar proceeding, the rights of the holders of the
LROs could be uncertain, and the recovery, if any, of a holder of a LRO may be substantially delayed
and substantially less than the amounts due and to become due on the LRO.

In the event of our bankruptcy or a similar proceeding, the rights of investors to continue receiving
payments on the LROs could be subject to the following risks and uncertainties:

e Developers may delay payments to us on account of Loans because of the uncertainties
occasioned by a bankruptcy or similar proceeding of the Company, even if the Developers have
no legal right to do so, and such delay could reduce, at least for a time, the funds that might
otherwise be available to pay the LROs corresponding to those Loans.

e Our obligation to continue making payments on the LROs would likely be suspended or delayed
even if the funds to make such payments were available. Because a bankruptcy or similar
proceeding may take months or years to complete, even if the suspended payments were resumed,
the suspension might effectively reduce the value of any recovery that a holder of a LRO might
receive by the time such recovery occurs.

e The LROs are unsecured, and investors do not have a security interest in the corresponding Loan
Payments. Accordingly, the holders of LROs may be treated as general unsecured creditors and
thus be required to share the proceeds of Loan Payments with our other general unsecured
creditors. If such sharing of proceeds is deemed appropriate, those proceeds that are either held
by us in the clearing account at the time of the bankruptcy or similar proceeding of the Company,
or not yet received by us from Developers at the time of the commencement of the bankruptcy or
similar proceeding, may be at greater risk than those proceeds that are already held by us in the
investor account at the time of the bankruptcy or similar proceeding. To the extent that proceeds
of the corresponding member loan would be shared with other creditors of the Company, any
secured or priority rights of such other creditors may cause the proceeds to be distributed to such
other creditors before, or ratably with, any distribution made to you on your LRO.

e In a bankruptcy or similar proceeding of the Company, it is possible that a LRO could be deemed
to have a right of payment only from proceeds of the corresponding Loan and not from any other
assets of the Company, in which case the holder of the LRO may not be entitled to share the
proceeds of such other assets of the Company with other creditors of the Company, whether or
not, as described above, such other creditors would be entitled to share in the proceeds of the
Loan corresponding to the LRO. Alternatively, it is possible that a LRO could be deemed to have
a right of payment from both the Loan corresponding to the LRO and from some or all other
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assets of the Company, in which case the holder of the LRO may be entitled to share the proceeds
of such other assets of the Company with other creditors of the Company, whether or not, as
described above, such other creditors would be entitled to share in the proceeds of the Loan
cotresponding to the LRO. To the extent that proceeds of such other assets would be shared with
other creditors of the Company, any secured or priority rights of such other creditors may cause
the proceeds to be distributed to such other creditors before, or ratably with, any distribution
made to you on your LRO.

» IfaDeveloper has made payments under its Loan to us before the bankruptcy proceedings are
commenced and those funds are held in our clearing account and have not been used by us to
make payments on the LROs, there can be no assurance that we will be able to use such funds to
make payments on the LROs.

» [fabankruptcy proceeding commences after payment for the LROs has been made, holders of the
LROs may not be able to obtain a return of the funds they have committed even if the offering
proceeds have not yet been used to fund the corresponding Loan Project.

* Our ability to transfer servicing obligations to a back-up servicer may be limited and subject to
the approval of the bankruptcy court or other presiding authority. The bankruptcy process may
delay or prevent the implementation of back-up servicing, which may impair the collection of
Loan Payments to the detriment of the LROs. See the risk titled “If we were to cease operations
or enter into bankruptcy proceedings, the servicing of the Loans and the LROs would be
interrupted or may halt altogether . . .” below for more information on these risks.

If we were to cease operations or enter into bankruptcy proceedings, the servicing of the Loans and the
LROs would be interrupted or may halt altogether.

If we were to become subject to bankruptcy or similar proceedings or if we ceased operations,
we, or a bankruptcy trustee on our behalf, might be required to find other ways to service the Loans and
the LROs. Such alternatives could result in delays in the disbursement of payments on your LROs or
could require payment of significant fees to another company to service the Loans and the LROs. Since
we have not entered into any back-up servicing agreements, if we were to cease operations or otherwise
become unable to service the Loans and LROs without transferring such Loans to another entity, the
operation of our Platform and the servicing of the Loans and LROs would be interrupted and may halt
altogether unless another way to service the Loans and LROs on behalf of investors was secured.

If we filed under Chapter 11 of the Bankruptcy Code, it is possible that we would be able to
continue to service the Loans during reorganization. If, on the other hand, we were to file under Chapter 7
of the Bankruptcy Code, or if an attempted reorganization under Chapter 11 should fail and the
bankruptcy case be converted to Chapter 7, the bankruptcy trustee would have the obligation to
administer the bankruptcy estate. As part of such administration, the bankruptcy trustee, subject to
bankruptcy court approval, may elect to continue to service the Loans or to transfer the right to such
servicing to another entity for a fee. Either option would likely result in delays in the disbursement of
payments on your LROs and could require the bankruptcy trustee to pay significant fees to another
company to service the Loans and the LROs, ultimately decreasing the amounts available to be paid on
corresponding LROs. Alternatively, the bankruptcy trustee may elect to cease servicing functions
altogether.
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In the event that we cease operations or enter into bankruptcy proceedings, recovery by a holder
of a LRO may be substantially delayed while back-up servicing is secured, if possible, and such recovery
may be substantially less than the amounts due and to become due on the LRO.

In a bankruptcy or similar proceeding of the Company, there may be uncertainty regarding the rights
of a holder of a LRO, if any, to access funds in your funding account.

We currently maintain the funding account at Wells Fargo “for the benefit of” our investors. This
so-called “Investor FBO Account” is a pooled account titled in our name “for the benefit of” the investors
who purchase LROs issued by us. We believe that amounts funded by investors into the Investor FBO
Account are unlikely to be subject to claims of our creditors other than the investors for whose benefit the
funds are held, since beneficial ownership of those funds rests with the investors. However, we have legal
title to the Investor FBO Account and the attendant right to administer the Investor FBO Account, each of
which would be the property of our bankruptcy estate. As a result, if we became a debtor in a bankruptcy
or other similar proceeding, the legal right to administer the funds in the Investor FBO Account would
vest with the bankruptcy trustee, debtor in possession or similar representative of the estate. In that case,
investors may have to seek a court order lifting the automatic stay or otherwise permitting them to
withdraw their funds. Investors may suffer delays in accessing their funds in the Investor FBO Account as
a result. Moreover, U.S. bankruptcy courts and courts overseeing similar proceedings have broad powers,
and a court could determine that some or all of such funds were beneficially owned by us and therefore
that they became available to our creditors generally.

In a bankruptcy or similar proceeding of a Developer, there may be uncertainty regarding our rights, if
any, to access on your behalf any remaining unallocated funds in the Developer’s sub-account.

We deposit the Loan Proceeds not advanced to the Developer in the Developer FBO Account.
Under normal circumstances, in the event the corresponding Loan is discharged or cancelled before all
Draws (as defined below) have been completed, we would return to each holder of the corresponding LROs
an amount equal to such holder’s pro rata share of any portion of the Loan Proceeds not yet disbursed to the
Developer. This may not occur in the event of the Developer’s bankruptcy or other similar proceeding. We
believe that amounts held in a Developer’s sub-account could be subject to claims of such Developer’s
creditors in the event of its bankruptcy or other similar proceeding or such funds could be used by a
debtor in possession to fund its on-going operations or reorganization. Although we typically would have
the senior lien on the underlying assets, and therefore should have first priority to receive the funds out of
the insolvent Developer’s estate arising from that lien, we expect that our ability to disburse funds out of
the Developer FBO Account may be prevented by a court and at minimum will be significantly delayed
while we seek a court order lifting the automatic stay or other such relief permitting us to withdraw the
funds on your behalf. Our ability to retrieve such funds may be even more tenuous in the event we have
taken a second or junior lien on the underlying assets. As such, investors may never receive or may suffer
delays in receiving such funds in the event of a Developer’s bankruptcy or similar proceeding.

In a bankruptcy of a Developer or similar proceeding, investors may be required to return payments
made on corresponding series of LROs in certain circumstances.

In the event of a Developer bankruptey proceeding, payments made by the Developer within a
certain period of time prior to the bankruptcy petition being filed may be recovered as preferential
transfers. See “General Terms of the LROs—Reversal of Payments.” However, if, as is anticipated, we
hold a properly perfected lien on the real estate underlying each Project to secure the respective
Developer’s payment obligation to us, payments made to investors on such loans generally should not be
subject to avoidance. In addition, certain pre-bankruptcy payments by a Developer may be avoided under
state and federal fraudulent conveyance laws. However, the avoidance of such payments as a fraudulent
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conveyance seems unlikely as long as the Developer’s payments to us were made in partial or complete
satisfaction of the underlying indebtedness.

If the security of our investors and Developers’ confidential information stored in our systems is
breached or otherwise subjected to unauthorized access, your secure information may be stolen, our
reputation may be harmed, and we may be exposed to liability.

Our Platform stores the Developers’ and investors’ bank information and other personally-
identifiable sensitive data. Any accidental or willful security breaches or other unauthorized access could
cause your secure information to be accessed, publicly disclosed, or stolen and used for criminal
purposes. Security breaches or unauthorized access to secure information could also disrupt our
operations and subject us to liability related to the loss of the information, time-consuming and expensive
litigation and negative publicity. If security measures are breached because of third-party action,
employee error, malfeasance or otherwise, or if design flaws in the relevant software are exposed and
exploited, and, as a result, a third party or disaffected employee obtains unauthorized access to any
investor’s or Developer’s data, our relationships with our investors will be severely damaged, and we
could incur significant liability. Because techniques used to obtain unauthorized access or to sabotage
systems change frequently and generally are not recognized until they are launched against a target, we
and the third-party hosting facilities may be unable to anticipate these techniques or to implement
adequate preventative measures. In addition, many states have enacted laws requiring companies to notify
individuals of data security breaches involving their personal data. These mandatory disclosures regarding
a security breach are costly to implement and often lead to widespread negative publicity, which may
cause our investors to lose confidence in the effectiveness of our data security measures. Any security
breach, whether actual or perceived, would harm our reputation, and we could lose investors.

Our Platform may be vulnerable to computer viruses, physical or electronic break-ins and similar
disruptions.

Our Platform may be vulnerable to computer viruses, physical or electronic break-ins and similar
disruptions. If a “hacker” were able to infiltrate our Platform, you would be subject to the increased risk
of fraud or borrower identity theft and may experience losses on, or delays in the recoupment of amounts
owed on, a fraudulently induced purchase of a LRO. Additionally, if a hacker were able to access our
secure files, he or she might be able to gain access to your personal information. While we have taken
steps to prevent such activity from affecting our Platform, if we are unable to prevent such activity, the
value of your investment in the LROs could be adversely affected.

When you commit to purchase a LRO, you may commit funds toward Your purchase up to 50 days
prior to the time when your LRO is issued.

Once the Offering Period for a particular series of LROs commences, it will remain open for 30
days (unless it is fully subscribed with irrevocable funding commitments before the end of such period);
however, we may extend that period in our sole discretion (with notice to potential investors) up to a
maximum of 45 days. Investors” commitments to purchase LROs become irrevocable following expiration
of the Withdrawal Period. Commitments to purchase LROs made after expiration of the Withdrawal Period,
if any, are irrevocable when authorized and may not be withdrawn. The closing and funding of each Loan is
expected to occur within five business days of the end of the Offering Period or on such earlier date as the
Offering of that series of LROs is fully subscribed with irrevocable funding commitments. During the
period between the time of your commitment and the time when your LRO is issued, you may not have
access to the funds debited from your funding account or placed in escrow for closing. Because your funds
do not earn interest, the delay in issuance of your LRO will have the effect of reducing the effective rate of
return on your investment.
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We rely on third-party banks and money transfer agents. If we are unable to continue utilizing these
services, our business and ability to service the Loan may be adversely affected.

Because we are not a bank, we cannot belong to or directly access the Automated Clearing House
(“ACH”) payment network, and we must rely on third-party payment agents and other FDIC-insured
depository institutions to process our transactions, including payments of Loans and remittances to holders
of LROs. We currently use the services of Balanced Inc. and Wells Fargo for these purposes, but may
change vendors at any time without prior notice to investors. Under the ACH rules, if we experience a high
rate of reversed transactions (known as “chargebacks’), we may be subject to sanctions and potentially
disqualified from using the system to process payments.

Any significant disruption in service on our website or in our computer systems could reduce the
attractiveness of our Platform and result in a loss of users.

If a catastrophic event resulted in a Platform outage and physical data loss, our ability to perform
our servicing obligations would be materially and adversely affected. The satisfactory performance,
reliability, and availability of our technology and our underlying hosting services infrastructure are
critical to our operations, level of customer service, reputation and ability to attract new users and retain
existing users. Our hosting services infrastructure is provided, owned, and operated by a third party (the
“Hosting Provider”). We also maintain a backup system at a separate location that is owned and operated
by a third party. Our Hosting Provider does not guarantee that our users’ access to our website will be
uninterrupted, error-free or secure. Our operations depend on our Hosting Provider’s ability to protect its
and our systems in its facilities against damage or interruption from natural disasters, power or
telecommunications failures, air quality, temperature, humidity and other environmental concerns,
computer viruses or other attempts to harm our systems, criminal acts and similar events. If our
arrangement with our Hosting Provider is terminated, or if there is a lapse of service or damage to its
facilities, we could experience interruptions in our service as well as delays and additional expense in
arranging new facilities. Any interruptions or delays in our service, whether as a result of our Hosting
Provider or other third-party error, our own error, natural disasters or security breaches, whether
accidental or willful, could harm our ability to service the Loan or maintain accurate accounts, and could
harm our relationships with our users and our reputation. Additionally, in the event of damage or
interruption, our insurance policies may not adequately compensate us for any losses that we may incur.
Our disaster recovery plan has not been tested under actual disaster conditions, and we may not have
sufficient capacity to recover all data and services in the event of an outage at a Hosting Provider facility.
These factors could prevent us from processing or posting payments on the Loan or the LROs, damage
our brand and reputation, divert our employees’ attention, and cause users to abandon our Platform.

Events beyond our control may damage our ability to maintain adequate records, maintain our
Platform or perform our servicing obligations.

If a catastrophic event resulted in our Platform outage and physical data loss, our ability to
perform our servicing obligations would be materially and adversely affected. Similar events impacting
third-party service providers that our operations depend on, such as our Hosting Provider or our payment
vendor(s), could materially and adversely affect our operations. Such events could include, but are not
limited to, fires, earthquakes, terrorist attacks, natural disasters, computer viruses and telecommunications
failures. We store back-up records in offsite facilities located in third-party, off-site locations. If our
electronic data storage and backup storage system or those of our third-party service providers are
affected by such events, we cannot guarantee that you would be able to recoup your investment in the
LROs.
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Investors will have no control over the Company and will not be able to influence our corporate
matters.

The LROs grant no equity interest in us to purchasers, nor do they give purchasers the ability to
vote on or influence our corporate decisions. As a result, our shareholders will continue to exercise 100%
voting control over all of our corporate matters, including the election of directors and approval of
significant corporate transactions, such as a merger or other sale of the Company or our assets.

The LROs will not restrict our ability to incur additional indebtedness.

We have substantially financed our operations through the issuance of convertible notes, which
converted to shares of Series Seed Preferred Stock pursuant to the terms of the Note Conversion
Agreement, dated December 5, 2014. If we incur additional debt after the LROs are issued, it may
adversely affect our creditworthiness generally and could result in our financial distress, insolvency or
bankruptcy. As discussed above, our financial distress, insolvency or bankruptcy could impair your
ability to receive the payments you expect to receive on your LROs.

We are not subject to the banking regulations of any state or federal regulatory agency.

We are not subject to the periodic examinations to which commercial banks, savings banks and
other thrift institutions are subject. Consequently, our financing decisions and our decisions regarding
establishing loan loss reserves are not subject to period review by any governmental agency. Moreover,
we are not subject to banking regulatory oversight relating to our capital, asset quality, management or
compliance with laws.

Risks Related to the Tax Treatment of the LROs
The U.S. federal income tax consequences of an investment in the LROs are uncertain.

There are no statutory provisions, regulations, published rulings, or judicial decisions that directly
address the characterization of the LROs or instruments similar to the LROs for U.S. federal income tax
purposes. However, although the matter is not free from doubt, we intend to treat the LROs as our
indebtedness for U.S. federal income tax purposes. As a result of such treatment, the LROs will have OID
for U.S. federal income tax purposes because payments on the LROs are dependent on payments on the
corresponding Loan. Further, a holder of a LRO will be required to include the OID in income as ordinary
interest income for U.S. federal income tax purposes as the interest on the corresponding Loan accrues
(which may be in advance of corresponding installment payments on the LRO), regardless of such holder’s
regular method of accounting. This characterization is not binding on the IRS, and the IRS may take
contrary positions. Any differing treatment of the LROs could significantly affect the amount, timing and
character of income, gain or loss in respect of an investment in the LROs. Accordingly, all prospective
purchasers of the LROs are advised to consult their own tax advisors regarding the U.S. federal, state,
local and non-U.S. tax consequences of the purchase and ownership of the LROs (including any possible
differing treatments of the LROs).

The LROs could be treated as contingent payment debt instruments Jor U.S. federal income tax
purposes.

The LROs could be subject to Treasury regulations under which they will be treated as contingent

payment debt instruments for U.S. federal income tax purposes. Should this occur, you may recognize
interest income on the LROs significantly in excess of the effective interest payments received thereon.
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Also, under these Treasury regulations, a U.S. holder generally will recognize ordinary income, rather
than capital gain, on a sale, exchange, conversion, repurchase or redemption of a LRO.

Our ability to make payments on a LRO may be affected by our ability to match the timing of our
income and deductions for U.S. federal income tax purposes.

Our ability to make payments on a LRO may be affected by our ability, for U.S. federal income
tax purposes, to match the timing of income we receive from a corresponding Loan and the timing of
deductions that we may be entitled to in respect of payments made on the LROs that we issue. For
example, if the LROs, but not the corresponding Loan, are treated as contingent payment debt instruments
for U.S. federal income tax purposes, there could be a potential mismatch in the timing of our income and
deductions for U.S. federal income tax purposes, which could affect our ability to make payments on the
LRO:s.

If the IRS disagrees with our characterization of the LROs for tax purposes, our ability to make
payments on the LROs could be adversely affected.

The IRS is not bound by our characterization of the LROs, and it could treat the corresponding
Loan as a debt owed to us (with interest received being treated as taxable income to us) but treat the
LROs as equity (with interest payments being treated as nondeductible). Were this to occur, we would
have taxable income without an offsetting deduction, and the additional tax obligations owed by us would
reduce the cash available for payment of the LROs. As a result, we could be unable to fully repay the
LROs even if the corresponding Loan Payments were repaid in full.

Risks Related to Compliance and Regulation

If we are required to register under the Investment Company Act or the Investment Advisors Act of 1940,
or become subject to the SEC’s regulations governing broker-dealers, our ability to conduct our business
could be materially and adversely affected.

The SEC heavily regulates the manner in which “investment companies,” “investment advisors,”
and “broker-dealers” are permitted to conduct their business activities. We believe we have conducted our
business in a manner that does not result in the Company being characterized as an investment company,
an investment advisor or a broker-dealer, as we do not believe that we engage in any of the activities
described under Section 3(a)(1) of the Investment Company Act of 1940 or Section 202(a)(11) or the
Investment Advisor’s Act of 1940 or any similar provisions under state law, or in the business of
(i) effecting transactions in securities for the account of others as described under Section 3(a)(4)(A) of
the Exchange Act or any similar provisions under state law or (ii) buying and selling securities for our
own account, through a broker or otherwise as described under Section 3(a)(5)(A) of the Exchange Act or
any similar provisions under state law. We intend to continue to conduct our business in such manner. If,
however, we are deemed to be an investment company, an investment advisor, or a broker-dealer, we may
be required to institute burdensome compliance requirements and our activities may be restricted, which
would affect our business to a material degree.

Our Loan origination and servicing activities are subject to extensive federal, state and local regulation
that could adversely impact our operations.

We must comply with regulatory regimes, including those applicable to mortgage lending
transactions, various aspects of which are untested as applied to our Platform. Certain state laws generally
regulate interest rates and other charges and require certain disclosures. In addition, other federal and state
Jaws may apply to the origination and servicing of Loans originated through our Platform.
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In particular, through the Platform, we may be subject to laws, including but not limited to:

* state laws and regulations that require us to obtain licenses to originate Loans or which may
impose requirements related to Loan disclosures and terms, debt collection and unfair or
deceptive business practices; the Equal Credit Opportunity Act and Regulation B promulgated
thereunder, which prohibit creditors from discriminating against credit applicants on the basis of
race, color, sex, age, religion, national origin, marital status, the fact that all or part of the
applicant’s income derives from any public assistance program or the fact that the applicant has
in good faith exercised any right under the federal Consumer Credit Protection Act or any
applicable state law;

» the Bankruptcy Code, which limits the extent to which creditors may seek to enforce debts
against parties who have filed for bankruptcy protection;

* the Electronic Fund Transfer Act and Regulation E promulgated thereunder, which provide
guidelines and restrictions on the electronic transfer of funds from consumers’ bank accounts; and

 the Electronic Signatures in Global and National Commerce Act and similar state laws,
particularly the Uniform Electronic Transactions Act, which authorize the creation of legally
binding and enforceable agreements utilizing electronic records and signatures.

We may not always have been, and may not always be, in compliance with these laws.
Compliance with these laws is also costly, time-consuming and limits our operational flexibility.

Failure to comply with these laws and regulatory requirements applicable to our business may,
among other things, have a negative impact on our ability to originate and service Loans or maintain our
Platform. In addition, any non-compliance could subject us to damages, revocation of required licenses,
class action lawsuits, administrative enforcement actions, rescission rights held by investors in securities
offerings and civil and criminal liability, which may harm our business and our ability to maintain our
Platform and may result in Developers rescinding their Loans.

Where applicable, we seek to comply with state mortgage licensing, servicing and similar
statutes. All of the Loans covered by this Offering Circular are for Projects located in jurisdictions where
we can operate without the need for a license. We are aware that making Loans in other U.S. jurisdictions
will trigger local licensing requirements. We plan to work with local counsel in such jurisdictions to
determine whether any licenses are required and will seek to obtain such licenses and comply with the
relevant regulatory requirements before facilitating Loans to Developers in any such jurisdiction. If we
are found to not comply with applicable laws, we could lose one or more of our licenses or authorizations
or face other sanctions or be required to obtain a license in such jurisdiction, which may have an adverse
effect on our ability to continue to facilitate Loans through our Platform, perform our servicing
obligations or make our Platform available to Developers in particular states, which may harm our
business.

If our Platform was found to violate a state’s usury laws, we may have to alter our business model and
our business could be harmed.

The interest rates that are charged to Developers and that form the basis of payments to investors
through our Platform must comply with the usury law of the jurisdiction where we originate each Loan.
There is no uniformity among the states on the amount of interest that may be charged on commercial real
estate lending. As a result, we must monitor the interest rate limitations imposed by each jurisdiction
where we originate Loans to ensure compliance, which reduces our operating efficiency and may impact
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the attractiveness of our Loans to investors as well as our ability to apply late charges and penalty and
default interest. In addition, if a Developer were to successfully bring claims against us for state usury
law violations, and the rate on that Developer’s Loan was greater than that allowed under applicable state
law, we could be subject to fines and penalties, which could possibly result in a decline in our operating
results.

Increased regulatory focus could result in additional burdens on our business.

The financial industry is becoming more highly regulated. There has been, and may continue to
be, a related increase in regulatory investigations of the trading and other investment activities of
alternative investment funds. Such investigations may impose additional expenses on us, may require the
attention of senior management and may result in fines if we are deemed to have violated any regulations.

As Internet commerce develops, federal and state governments may adopt new laws to regulate Internet
commerce, which may negatively affect our business.

As Internet commerce continues to evolve, increasing regulation by federal and state
governments becomes more likely. Our business could be negatively affected by the application of
existing laws and regulations or the enactment of new laws applicable to lending. The costs to comply
with such laws or regulations could be significant and would increase our operating expenses, and we
may be required to pass along those costs to our investors in the form of increased fees. In addition,
federal and state governmental or regulatory agencies may decide to impose taxes on services provided
over the Internet. These taxes could discourage the use of the Internet as a means of commercial
financing, which would adversely affect the viability of our business model.

IN VIEW OF THE FOREGOING, IT IS ABSOLUTELY NECESSARY THAT EACH AND
EVERY PROSPECTIVE INVESTOR CONSULT WITH THE PROSPECTIVE INVESTOR’S
OWN ATTORNEYS, ACCOUNTANTS AND OTHER PROFESSIONAL ADVISORS AS TO THE
LEGAL, TAX, ACCOUNTING AND OTHER CONSEQUENCES OF AN INVESTMENT IN THE
LROS.

PURSUANT TO INTERNAL REVENUE SERVICE CIRCULAR NO. 230, BE ADVISED THAT
ANY FEDERAL TAX ADVICE IN THIS COMMUNICATION, INCLUDING ANY
ATTACHMENTS OR ENCLOSURES, WAS NOT INTENDED OR WRITTEN TO BE USED,
AND IT CANNOT BE USED BY ANY PERSON OR ENTITY TAXPAYER, FOR THE PURPOSE
OF AVOIDING ANY INTERNAL REVENUE CODE PENALTIES THAT MAY BE IMPOSED
ON SUCH PERSON OR ENTITY. SUCH ADVICE WAS WRITTEN TO SUPPORT THE
PROMOTION OR MARKETING OF THE TRANSACTION(S) OR MATTER(S) ADDRESSED
BY THE WRITTEN ADVICE. EACH PERSON OR ENTITY SHOULD SEEK ADVICE BASED
ON ITS PARTICULAR CIRCUMSTANCES FROM AN INDEPENDENT TAX ADVISOR.
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SPECIAL NOTE REGARDING FORWARD-LOOKING STATEMENTS

This Offering Circular, including the sections entitled “Risk Factors,” “Description of the
Company’s Business,” “The LROs Covered by this Offering Circular,” “Plan of Distribution” and “Use
of Proceeds,” contain forward-looking statements. In some cases, you can identify these statements by
forward-looking words such as “believe,” “may,” “will,” “estimate,” “continue,” “anticipate,” “intend,”
“could,” “would,” “project,” “plan,” “expect” or the negative or plural of these words or similar
expressions. These forward-looking statements include, but are not limited to, statements concerning us,
risk factors, plans and projections. You should not rely upon forward-looking statements as predictions of
future events. These forward-looking statements are subject to a number of risks, uncertainties and
assumptions, including those described in “Risk Factor