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The following factors may affect our growth and profitability of and should be considered by any prospective purchaser or
current holder of our securities: Risks Related to Our Current Financial Condition We incurred a net loss attributable to
common shareholders for 2024 and we cannot assure you that we will be profitable for 2025. For the year ended
December 31, 2024, we reported a net loss of $ 43. 9 million compared to net income of $ 12. 1 million for the year ended
December 31, 2023. This is the first annual net loss that we reported since we became a publicly traded company in 2017.
There were a number of factors that contributed to this result. For the year ended December 31, 2024, we recorded a $
22. 0 million realized loss on sale of loans, a $ 4. 9 million valuation allowance for loans held for sale, a $ 26. 9 million
provision for credit loss related to loans held for investment and loans transferred to real estate owned, and an
impairment charge of $ 0. 5 million relating to real estate owned, all of which are presented on our consolidated
statement of operations. Second, top- line revenue for 2024 declined 11. 2 % compared to 2023, after we had delivered
solid growth every year from 2017 through 2023. This decrease was due to the unavailability of capital required to grow
our business. Historically, we relied on the capital markets to provide us with the bulk of our growth capital. Given the
interest rate environment in 2023 and 2024 and the state of the real estate market in general, we were unable to access
the capital markets and our existing credit facilities were not robust enough to fill the gap. The effects of this lack of
growth was compounded by the fact that two tranches of outstanding Notes, having an aggregate principal amount of $
58. 2 million came due in 2024 and were repaid from cash flow from operations or drawdowns on our credit facilities.
We cannot assure you that any of these structural issues adversely impacting our operational performance will ease or
resolve in 2025. If they do not, and we are not able to find suitable solutions to address these issues, we may continue to
incur losses in 2025. Concurrently with the decline in our operational performance, we have reduced the dividend
payable to shareholders. As a real estate investment trust (REIT), to maintain our REIT status for income tax purposes,
we are required to distribute at least 90 % of our taxable income to our shareholders. As a practical matter, since we
started to operate as a REIT in 2017 through the end of 2023, we distributed 100 % of our GAAP income to
shareholders, in cash. However, in 2024, primarily because we did not have access to growth capital, we reduced the
dividend payable to shareholders. The reduction in the dividend payment does not jeopardize our REIT election because
our taxable income has decreased as well. Any distributions we make to our shareholders, the amount of such dividend
and whether such dividend is payable in cash, our Common Shares or other property, or a combination thereof, is at the
discretion of the Board and will depend on, among other things, our actual results of operations and liquidity. Our
ability to pay distributions will be affected by various factors, including the net interest and other revenue generated
from operations, our operating expenses, working capital requirements, the restrictions and limitations imposed by the
New York Business Corporation Law (“ BCL ”), and any restrictions and / or limitations imposed on us by our creditors.
Accordingly, we cannot assure you as to the timing or amount of any dividend payments in the future or how they may
be paid. The price of our publicly traded securities has declined significantly. Primarily because of our operating
performance and the dividend cuts, in 2024 we experienced a steep decline in the trading price of all our securities. For
example, the opening price of our Common Shares on January 2, 2024, as reported on the New York Stock Exchange,
was $ 3. 73 per share. The closing price on December 31, 2024, as reported by the New York Stock Exchange, was $ 1. 35
per share. Similarly, the opening price of our Series A Cumulative Redeemable Preferred Stock (“ Series A Preferred
Stock ) on January 2, 2024, as reported on the New York Stock Exchange, was $ 20. 00 per share. The closing price on
December 31, 2024, as reported by the New York Stock Exchange, was $ 15. 49 per share. Similar declines were recorded
for the price of our Notes. The declining prices in our securities does not only adversely impact the holders of those
securities, it also adversely impacts our ability to raise capital at accretive or market prices. Lower trading prices means
we have to sell more securities to raise the funds we need for growth, which dilutes the interests of the existing security
holders and raises the cost of issuance through interest expense or dividends. Thus, issuing more securities increases our
costs, which, in turn, means we have to raise more money to cover the costs, which means we have to sell more securities.
Therefore, during the second half of 2024, we did not sell Common Shares, shares of our Series A Preferred Stock, or
debt securities to raise capital. We believe it is imperative for us to increase the value of our securities, both debt and
equity, and for us to do so, we must improve our operating performance and increase our dividend. We are currently in
the market for accretive working capital and working through opportunities to do so. However, we cannot assure you
that capital will be available to us or, if it is, what will be the cost of such capital. As of December 31, 2024, we were not
in compliance with one of our loan covenants. Under the Credit and Security Agreement, dated as of March 2, 2023, that
governed our $ 65 million revolving credit facility with Needham Bank (“ Needham ), we were required to maintain a
debt service coverage ratio of 1. 4- to- 1. 0 throughout the entire term of that facility. In other words, our operating cash
flow must be equal to or greater than 1. 4 times the interest payable on all our outstanding indebtedness. An identical
covenant is contained in the Credit, Security and Guaranty Agreement, dated as of March 20, 2025, that governs our
new $ 50 million revolving credit facility with Needham that replaced the 2023 $ 65 million credit facility with Needham.
(The term “ Needham Credit Facility ” refers to either the $ 65 million credit facility or the $ 50 million credit facility, as
applicable depending on the context.) Since September 30, 2024 we were not been in compliance with this covenant,
which constituted and-- The illiquidity of our loan portfolio could significantly impede our ability to respond to adverse



changes in economic it , financial

2624-Despite-thetoss-on-thesate-, 1nvestment befh—ferGMP—pufpeses—and ’faa&pﬁfpeses—we-eens*tdeﬁ-he—other conditions
transaettonto-be-a-sueeess- Due to the relative illiquidity of our loan portfolio,our ability to promptly sell all or a portion of the

portfolio in response to changing economic,financial,investment or other conditions is limited.The real estate market,in
general,and real estate lending,especially the type of loans we typically make,is affected by many factors that are beyond our
control,including general economlc conditions,the state of capital and c1ed1t malket% Our 1nab111ty to dlspose of our real

amended (the “Code ”) imposes restrictions on a REIT’ s ability to dlquSe of plOpeltlei that are not applicable to other types of
real estate companies.In particular,the tax laws applicable to REITSs require that we hold our loans for investment,rather than
primarily for sale in the ordinary course of business,which may cause us to forego or defer sales of properties that otherwise
would be in our best interest. Therefore,we may not be able to vary our portfolio in response to economic,financial,investment or
other conditions promptly or on favorable terms,which could have a material adverse effect on us. Declining RisksRelated-te
OurBusiness-and-Our-CompanyDeehningrcal estate valuations have-could restlted—- result in impairment charges or
provisions for credit losses,the determination of which involves a significant amount of judgment on our part. Any fatare
impairment or provision could have a material adverse effect on us.We review our loan portfolio for impairments and provisions
for credit losses on a quarterly basis and whenever events or changes in circumstances indicate that the carrying amount may not
be recoverable.Indicators of loss include,but are not limited to,a sustained significant decrease in the value of the collateral
securing the loan,including the value of the real estate and other assets pledged to secure the loan as well as personal guarantees
by the principals of the borrower,or a borrower’ s inability to stay current with respect to its obligations under the terms of the
loan.A significant amount of judgment is involved in determining the presence of an-25an indicator of impairment or credit
loss.If we determine that the value of the collateral is less than the amount outstanding on the loan or the amount that may
become due upon the maturity of the loan,a loss must be recognized for the difference between the fair value of the property and
the carrying value of the loan. The evaluation of the market value of the underlying collateral requires a significant
amount of judgment on our part.For the year ended December 31,2023,we recorded impairment charges of
approximately $ 0.8 million compared to $ 0.8 million in 2022.For the years ended December 31,2023 and 2022,we
recorded provisions for credit losses related to loans of approximately $ 5.6 million and $ 105,000,respectively. Any

1mpalrment or credit losses could have a material adverse effect on our finanetal-eonditton+5We-have-expertenced-a-signifieant

defaultq paltlculally among larger mortgage 10"1n§ could have a materlal adver@e impact on our bu%lneiq ,operations and financial
condition.Historically,our mortgage loans were relatively small,and a small number of foreclosures did not have a material
adverse impact on our business.However,our business strategy has changed,and we are now making larger loans with increasing
frequency .At December 31 , ehanging-2023 we had 113 loans,approximately 36.3 % of all the loans in our portfolio,with
an outstanding principal balance in excess of $ 1 million.These loans have an aggregate outstanding principal balance of
$ 427.2 million,or approximately 85.6 % of our loan portfolio.This alters the risk profile of our portfolio.At December
31,2023,0f the 311 mortgage tean-loans in our portfolio “When-eombined-,56 were in the process of foreclosure, with an
aggregate outstanding principal balance and the accrued but unpaid interest and borrower charges on the-these deeline
loans of approximately $ 68.1 million.In comparison,at December 31,2022,0f the 444 mortgage loans in our portfolio,40
were in the process of foreclosure.The aggregate outstanding principal balance and the accrued but unpaid interest and
borrower charges on these loans was approximately $ 24.0 million.If this trend continues,it could have a material
adverse impact on our business,operations and financial condition.Competition could have a material adverse effect on
Difficult conditions in the mortgage and real estate markets, the financial markets and the economy generally have caused and
may cause us to experience losses in the future. Our business is materially affected by conditions in the residential and
commercial mortgage markets-the-restdential-and eemmeretalreal estate markets, the financial markets and the economy
generally. We believe the risks associated with our mortgage loan portfolio will be more acute during periods of economic
slowdown, recession or market disteeations— dislocation , especially if these periods are accompanied by declining real estate
values and defaults. In prior years, concerns about the health of the global economy generally and the residential and
commercial real estate markets specifically, as well as inflation, energy costs, perceived or actual changes in interest rates,
European sovereign debt, U. S. debt limit and budget debates-deficits, slowing economic growth among developed nations ,
geopolitical sswes-conflicts , international trade issues, public health issues, and the availability and cost of credit have
contributed to increased volatility and uncertainty for the economy and the financial and credit markets. For example, COVID-
19 contributed significantly to the supply chain issues in the real estate sector that have affected our borrowers, ultimately
slowing construction and driving up costs. In addition, we cannot assure that similar or a&completely different set of adverse
conditions will not arise in the future. An economic slowdown, a public health crisis (such as COVID- 19), armed conflicts,
societal unrest, delayed recovery or general disruption in the mortgage markets may result in decreased demand for residential



and commercial properties, which could adversely impact homeownership rates and force owners of commercial properties to
lower rents, thus placing additional pressure on property values. We believe there is a strong correlation between real estate
values and mortgage loan delinquencies. For example, to the extent that a commercial property owner has fewer tenants or
receives lower rents, such owner will generate less cash flow on the property, thus reducing the value of the property and
increasing the likelihood that such property owner will default on its debt service obligations. If the borrowers of our mortgage
loans default or become delinquent on their obligations, we may incur material losses on those loans. Any sustained period of
increased payment delinquencies, defaults, foreclosures, or losses could adversely affect both our operating income and our
ability to obtain financing on favorable terms or at all. Any deterioration in the mortgage markets, the residential or commercial
real estate markets, the financial markets and the economy generally may lower net income, increase losses and impair &
deelinedrrthe market value of our assets, all of which may adversely affect our results of operations, the availability and cost of
credit and our ability to make distributions to our shareholders. 16Increases in interest rates could adversely affect our
ability to generate income and pay dividends. Although the Fed cut interest rates in 2024 and the rate of inflation has
decreased as well, the economic data is still not conclusive to support the continuation of these trends. Thus, there is still
the possibility of interest rate increases in the future, especially if there is a recurrence of inflation. Moreover,
notwithstanding the reduction in the federal funds rate in 2024, mortgage rates continue to increase raising the concern
that residential real estate values will begin to decline. Rising interest rates adversely impacts our business in several
ways. First, it makes it more difficult for us to borrow money to sustain our growth. Second, even if we borrow money at
higher rates there is no assurance that we can pass these increases on to our borrowers, without adversely impacting the
demand for our products. If our borrowers and their related projects cannot manage the increase in interest rates, we
may have an increase in non- performing loans. Further, if we cannot raise the rates on our mortgages, the spread
between our cost of funds and the yield on our mortgage loan portfolio will decrease. Thus, increases in interest rates
could have a material adverse effect on our business, financial condition and results of operations and our ability to make
distributions to our shareholders. Adverse geopolitical developments could have a material adverse impact on our business.
Currently, there are several geopolitical concerns that could, indirectly, have an adverse impact on our business. These concerns
include the ongoing war-betweenRussia-armed conflicts in Europe and the Middle East Ukraine-andsracl-and-Hamas-,
heightened tensions between the United States and China over trade, intelligence gathering and Taiwan ;Hran-s-pursuitof
ﬂﬁe}e&r—weapeﬁs-and dlfferences between the Umted States and some of its key allies on a variety of issues ongoing-attempts
d th v - . Fhe-These conditions, and the responses thereto, such
as tarlffs and sanctions 1mp0sed by the Umted States aﬂd—eﬂ&er—western—defﬁeefaetes—, and any expansion thereof is likely to
have unpredictable and wide- ranging effects on the domestic and global financial markets, which could have an adverse effect
on our business and results of operations. Already, these conditions have led to market volatility, a sharp increase in the cost of
certain basic goods eeﬂ&med-rty—pﬂees—weh—aseﬂte&t—aﬂd-eﬂ— and an tnereasmg—lncrease in the number and hequency of
cybersecurity threats. Even though s A ;
purely domestlc eeﬂe}ueted-e*ei-uswel-y—m—t-he—U-mted—States— we-our borrowers are 1mpacted by pfebab}y—}ess—vu-lﬂerab}e—ﬂ%aﬁ
0 the ﬁtuaﬁeﬂ—e&refuﬂ-y—&ﬁd-uncertamty created by world
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adversely dﬁectlmy the performance of our assets. The frequency at which prepayments (mcludmo both voluntary prepayments
by the borrowers and liquidations due to defaults and foreclosures) occur on our mortgage loans is difficult to predict and is
affected by a variety of factors, including the prevailing level of interest rates as well as economic, demographic, tax, social,
legal, legislative and other factors. Generally, borrowers tend to prepay their mortgages when prevailing mortgage rates fall
below the interest rates on their mortgage loans. To the extent that faster prepayment rates are due to lower interest rates, the
principal payments received from prepayments will tend to be reinvested in lower- yielding mortgage loans, which may reduce
our income in the long run. Therefore, if actual prepayment rates differ from anticipated prepayment rates, our business,
fmdncml condition and results of operations and ablllty to make dlStl‘lbuthHS to our shareholders could be mdtendlly adversely




not funded with interest reserves and our borrowers may be unable to pay the interest accruing on the loans when due, which
could have a material adverse impact on our financial condition. Many of our loans do not have an interest reserve. Thus, we
generally rely on the borrowers to make interest payments as and when due from other sources of cash. Since Given-the-faet-that
many of the properties securing our loans are under construction or renovation and, therefore, arc not income producing or
even cash producing and most of the borrowers are entities with no assets other than the single property that is the subject of the
loan, some of our borrowers could have considerable difficulty servicing our loans and the risk of a non- payment of default is
considerable. We depend on the borrower’ s ability to refinance the loan at maturity or sell the property for repayment. If the
borrower is unable to repay the loan, together with all the accrued interest, at maturity, our operating results and cash flows
would be materially and adversely affected. Many of the properties securing our mortgage loans are not income producing, thus
increasing the risks of delinquency and foreclosure. Most of our loans are secured by properties, whether residential or
commercial, that are under construction or renovation and are not income producing. The risks of delinquency and foreclosure
on these properties may be greater than similar risks associated with loans made on the security of single- family, owner-
occupied, residential property. In the case of income producing properties, the ability of a borrower to repay the loan typically
depends primarily upon the successful operation of such property. If the net operating income of the subject property is reduced,
the borrower’ s ability to repay the loan, or our ability to receive adequate returns on our investment, may be impaired. 3a-17In
the case of non- income producing properties, the expectation is that our loans will be repaid out of sale or refinancing proceeds.
Thus, the borrower’ s ability to repay our mortgage loans will depend, to a great extent, on the value of the property at the
maturity date of the loan. In the event of any default under a mortgage loan held by us, we will bear a risk of loss to the extent of
any deficiency between the value of the collateral and the outstanding principal and accrued interest of the mortgage loan, and
any such losses could have a material adverse effect on our cash flow from operations and our ability to make distributions to
our shareholders. In the event of the bankruptcy of a mortgage loan borrower, the mortgage loan to such borrower will be
deemed to be secured only to the extent of the value of the underlying collateral at the time of bankruptcy (as determined by the
bankruptcy court), and the lien securing the mortgage loan will be subject to the avoidance powers of the bankruptcy trustee or
debtor- in- possession to the extent 22the—- the lien is unenforceable under state law. Foreclosure of a mortgage loan can be an
expensive and lengthy process, which could have a substantial negative effect on our anticipated return on the foreclosed
mortgage loan. Our due diligence may not reveal all the risks associated with a mortgage loan or the property that will be
mortgaged to secure the loan, which could lead to losses. Despite our efforts to manage credit risk, there are many aspects of
credit risk that we cannot control. Our credit policies and procedures may not be successful in limiting future delinquencies,

defaults, and losses yerthey-may-netbe-eosteffeetive-. Our underwriting reviews and due diligence procedures may-notbe

effeetive-are designed for completeness and accuracy and are based on pre- funding diligence . Borrower circumstances as
well as market conditions could change significantly during the term of the loan —DPelay-offoreelosures-eould-delayresotution
and-inerease-ultimate-lossseverities;as-aresult-resulting in non- performance . The foreclosure process is lengthy, in some
cases pro- borrower and costly. The length of tlme it takes to gam control of our collateral may cause a decline in fair
market value efor the-other properties—ee eeline-impairments related to
operational costs like taxes and insurance . The frequency of default and the loss severity on loans upon default may be
greater than we anticipate. If properties securing our mortgage loans become real estate owned because of foreclosure, we bear
the risk of not being able to sell the property and recovering our investment and of being exposed to the risks attendant to the
ownership of real property. Before approving and funding a mortgage loan, we undertake extensive due diligence of the
borrower, its principals (if the borrower is not an individual) and the property that will be mortgaged to secure the loan. Such
due diligence is usually limited to (i) the credit history of the borrower and its principals (if the borrower is not an individual),
(i1) the value of the property, (iii) legal and lien searches against the borrower, the guarantors and the property, (iv) an
environmental assessment of the property, (v) a review of the documentation related to the property and (vi) other reviews and
or assessments that we may deem appropriate to conduct. There can be no assurance that we will conduct any specific level of
due diligence, or that, among other things, the due diligence process will uncover all relevant facts, which could result in losses
on the loan in question, which, in turn, could adversely affect our business, financial condition and results of operations and our
ability to make distributions to our shareholders. Residential mortgage loans are subject to increased risks. At December 31,
2623-2024 , 56 approxtmately-67-. 5-2 % of the loans in our loan portfolio (representing appreximately-49. 4 % of our
outstanding mortgage loans receivable) are secured by residential real property. None of these loans are guaranteed by the U. S.
government or any government sponsored entity. Therefore, the value of the underlying property, the creditworthiness and
financial position of the borrower and the priority and enforceability of the-our lien will significantly impact the value of such
mortgage. In the event of foreclosure, we may assume direct ownership of the underlying real estate. The liquidation proceeds
upon sale of such real estate may be less than the outstanding balance of the loan (including principal, accrued but unpaid
interest and other fees and charges). In addition, any costs or delays involved in the foreclosure or liquidation process may
increase losses. Finally, residential mortgage loans are also subject to ““ special hazard ” risk (property damage caused by
hazards, such as earthquakes or environmental hazards, not covered by standard property insurance policies), and to bankruptcy
risk (reduction in a borrower’ s mortgage debt by a bankruptcy court). In addition, claims may be assessed against us on account
of our position as a mortgage holder or property owner, including assignee liability, responsibility for tax payments,
environmental hazards and other liabilities. In some cases, these liabilities may be “ recourse liabilities ”” or may otherwise lead
to losses in excess of the purchase price of the related mortgage or property. ©ur-180ur real estate assets are subject to risks
particular to real property. As a result of foreclosures, we also directly own real estate. In some cases, the real estate is classified
as “ held for sale ” and in other cases it is classified as “ held for rental ”. Given the nature of our business, we may in the future
acquire more real estate assets upon a default of mortgage loans. In general, real estate assets are subject to various risks,
including: e acts of God, including earthquakes, floods and other natural disasters, which may result in uninsured losses; ® acts




of war or terrorism, including the consequences of terrorist attacks, such as those that occurred on September 11, 2001, social
unrest and civil disturbances; ® adverse changes in national and local economic and market conditions; and23—- and e changes
in governmental laws and regulations, fiscal policies, zoning ordinances and environmental legislation and the related costs of
compliance with laws and regulations, fiscal policies and ordinances. In addition, whether the real estate is held for sale or for
rental, if it is income producing property, the net operating income can be adversely affected by, among other things: e tenant
mix; e success of tenant businesses; ® the performance, actions and decisions of operating partners and the property managers
they engage in the day- to- day management and maintenance of the property; e property location, condition and design; ® new
construction of competitive properties; ® a surge in homeownership rates; ® changes in laws that increase operating expenses or
limit rents that may be charged; @ changes in specific industry segments, including the labor, credit and securitization markets;
e declines in regional or local real estate values; ® declines in regional or local rental or occupancy rates; @ increases in interest
rates, real estate taxes, energy costs and other operating expenses; ® costs of remediation and liabilities associated with
environmental conditions; e the potential for uninsured or underinsured property losses; and e the risks particular to real
property. The occurrence of any of the foregoing or similar events may reduce our return from an affected property or asset and,
consequently, materially adversely affect our business, financial condition and results of operations and our ability to make
distributions to our shareholders. We-19We may be adversely affected by the economies and other conditions of the markets in
which we operate, particularly in Connecticut, Florida and New York, where we have a high concentration of our loans. The
geographic distribution of our loan portfolio exposes us to risks associated with the real estate and commercial lending industry
in general within the states and regions in which we operate. These risks include, without limitation: @ declining real estate
values; e overbuilding; e extended vacancies of properties; ® increases in competition; 24-e increases in operating expenses
such as property taxes and energy costs; ® changes in zoning laws; ® unemployment rates; ® environmental issues; ® public
health issues (such as COVID- 19); e casualty or condemnation losses; ® uninsured damages from floods, hurricanes,
earthquakes or other natural disasters; and e changes in interest rates. At December 31, 2023-2024 , 53 approxtmately59- 2-6 %
of our mortgage loans held for investment (representing 34 approxtmately39-. 84 % of the aggregate outstanding principal
balance of our teamr-loans held for investment portfolio) were secured by property located in Connecticut; +2-14 . 57 %
(representing 30 appreximately13- 8-6 % of the aggregate outstanding principal balance of our tean-loans held for investment
portfolio) were secured by property located in Florida New—YeorlState-; and +6-13 . 9-5 % (representing 8 approxtmately25- 4
8 % of the aggregate outstanding principal balance of our fean-loans held for investment portfolio) were secured by property
located in Flerida-New York . As a result, we are subject to the general economic and market conditions in those markets as
well as in other markets where we lend. For example, other geographic markets in neighboring states could become more
attractive for developers, investors and owners based on favorable costs and other conditions to construct or improve or renovate
real estate properties. Some states have created tax and other incentives to attract businesses to relocate or to establish new
facilities in their jurisdictions. These changes in other markets may increase demand in those markets and result in a
corresponding decrease in demand in the markets in which we currently operate. Any adverse economic or real estate
developments or any adverse changes in the local business climate in any geographic market in which we have a concentration
of properties, could have a material adverse effect on us. To the extent any of the foregoing risks arise in Connecticut, New York
and Florida, our business, financial condition and results of operations and ability to make distributions to shareholders could be
materially adversely affected. 20Competition The illiquidity of our loan portfolio could...... at opportune times or on favorable
terms \could have a material adverse effect on us. In addition, the Internal...... could have a material adverse effect on our
business, financial condition and results of operations. We operate in a highly competitive market , and we believe these
conditions will persist for the foreseeable future as the financial services industry continues to consolidate, producing larger,
better capitalized and more geographically diverse companies with broad product and service offerings. Our existing and
potential future competitors include other *“ hard money ™ lenders, mortgage REITs, specialty finance companies, savings and
loan associations, banks, mortgage banks, insurance companies, mutual funds, pension funds, private equity funds, hedge funds,
institutional investors, investment banking firms, non- bank financial institutions, governmental bodies, family offices and high
net worth individuals. We may also compete with companies that partner with and / or receive government financing. Many of
our competitors are substantially larger than us and have considerably greater financial, technical, marketing and other
resources than we do. In addition, larger and more established competitors may enjoy significant competitive advantages,
including enhanced operating efficiencies, more extensive referral networks, greater and more favorable access to investment
capital and more desirable lending opportunities. Several of these competitors, including mortgage REITSs, have recently raised
or are expected to raise ;-significant amounts of capital, which enables them to make larger loans or a greater number of loans.
Some competitors may also have a lower cost of funds and access to funding sources that may not be available to us, such as
funding from various governmental agencies or under various governmental programs for which we are not eligible. In addition,
some of our competitors may have higher risk tolerances or different risk assessments, which could allow them to consider a
wider variety of possible loan transactions or to offer more favorable financing terms than we would. Finally, as a REIT and
because we operate in a manner to be exempt from the requirements of the Investment Company Act, we may face further
restrictions to which some of our competitors may not be subject. For example, we may find that the pool of potential qualified
borrowers available to us is limited. We cannot assure you that the competitive pressures we face will not have a material
adverse effect on our business, financial condition and results of operations. As a result of these competitive factors, we may not
in-the-future-be able to originate and fund mortgage loans at favorable spreads over our cost of capital, which could have a
material adverse effect on our business, financial condition, results of operations and ability to make distributions to our
shareholders. We may adopt new or change our existing underwriting financing, or other strategies and asset allocation and
operational and management policies without shareholder consent, which may result in the purchase of riskier assets, the use of
greater leverage or commercially unsound actions, any of which could materially adversely affect our business, financial



condition and results of operations and our ability to make distributions to our shareholders. Currently, we have no policies in
place that limit or restrict our ability to borrow money or raise capital by issuing debt securities. Similarly, we have only a
limited number of policies regarding underwriting criteria, loan metrics and operations in general. Even within these policies,
management has broad discretion. We may adopt new strategies, policies and / or procedures or change any 26efof our existing
strategies, policies and / or procedures regarding financing, hedging, asset allocation, lending, operations and management at
any time without the consent of shareholders, which could result in us originating and funding mortgage loans or entering into
financing or hedging transactions with which we have no or limited experience or that are different from, and possibly riskier
than our existing strategies and policies. The adoption of new strategies, policies and procedures or any changes, modifications
or revisions to existing strategies, policies and procedures, may increase our exposure to fluctuations in real estate values,
interest rates, prepayment rates, credit risk and other factors and there can be no assurance that we will be able to effectively
identify, manage, monitor or mitigate these risks. A change in our lending guidelines could result in us making riskier real estate
loans than those we have been making until now. The Board determines our operational policies and may adopt new policies or
amend or revise existing policies regarding lending, financing, investment or other operational and management policies relating
to growth, operations, indebtedness, capitalization and distributions or approve transactions that deviate from these policies
without a vote of, or notice to, shareholders. Changes in our lending and financing strategies and to our operational and
management policies, or adoption of new strategies and / or policies, could materially adversely affect our business, financial
condition and results of operations and ability to make distributions to our shareholders. Mereover-21Moreover , while the
Board may periodically review our loan guidelines and our strategies and policies and while it may also approve certain loans, it
does not approve every individual mortgage loan that we originate or fund, leaving management with day- to- day discretion
over our loan portfolio composition within our broad lending guidelines. Within those guidelines, management has the
discretion to significantly change the composition of our loan portfolio. In addition, in conducting periodic reviews, the directors
may rely primarily on information provided to them by management. Moreover, because management has great latitude within
our guidelines in determining the amounts and other terms of a particular mortgage loan, there can be no assurance that
management will not make or approve loans that result in returns that are substantially below expectations or result in losses,
which would materially adversely affect our business, results of operations, financial condition and ability to make distributions
to our shareholders. In connection with our lending operations, we rely on third- party service providers to perform a variety of
services, comply with applicable laws and regulations, and carry out contractual covenants and terms, the failure of which by
any of these third- party service providers may adversely impact our business and financial results. In connection with our
business of originating and funding mortgage loans, we rely on third- party service providers to perform a variety of services,
comply with applicable laws and regulations, and carry out contractual covenants and terms. For example, we may rely on
appraisers for a valuation analysis of the property that will be mortgaged to secure the loan —We-or we may rely on attorneys to
close the loans and to make sure that the loan is properly secured. These and other service providers upon whom we rely, may
fail to adequately perform the services that they have been engaged to provide by committing errors, negligence, or fraud . As
a result, we are subject to the risks associated with a third party’ s failure to perform, including failure to perform due to reasons
such as fraud, negligence, errors, miscalculations, or insolvency and the corresponding losses or impairments to our
investments . In addition, we could also suffer reputational damage because as-aresaht-of their acts or omissions, which could
lead to borrowers and lenders and other counterparties ceasing to do business with us, which could materially adversely affect
our business, financial condition and results of operations and ability to make distributions to our shareholders. We may be
adversely affected by deficiencies in foreclosure practices as well as related delays in the foreclosure process. One of the biggest
risks overhanging the mortgage market has been uncertainty around the timing and ability of lenders to foreclose on defaulted
loans, so that they can liquidate the underlying properties. Given the magnitude of the housing crisis of 2008, and in response to
the well- publicized failures of many mortgage servicing companies to follow proper foreclosure procedures (such as involving
“ robo- signing ”), lenders, and their agents, are being held to much higher foreclosure- related documentation standards than
they previously were. As a result, the mortgage foreclosure process has become lengthier and more expensive through the
payment of past due taxes, insurance, as well as legal fees . Many factors delaying foreclosure, such as borrower lawsuits and
judicial backlog and scrutiny, are outside of our control and-have-detayed;-and-. Current defendant legal practice will likely
continue to delay -foreclosure processing in both judicial states (where foreclosures require court involvement) and non- judicial
states to the benefit of our borrowers . The extension of foreclosure timelines also increases the inventory backlog of
distressed homes on the market and creates greater uncertainty about housing prices. Continuing Fhe-eoneerns-about
deficiencies in foreclosure practices of servieers-mortgage lenders and related delays in the foreclosure process may impact our
loss assumptions and affect the values of, and our returns on, our mortgage loans. 27We-We may be unable to identify and
complete acquisitions on favorable terms or at all, which may inhibit our growth and have a material adverse effect on us. As
part of our growth strategy, we occasionally evaluate acquisition opportunities, including other real estate lenders or loan
portfolios. To date, we have never pursued any of these opportunities. Acquisitions, in general, involve a high degree of risk
including the following: @ we could incur significant expenses for due diligence, document preparation and other pre- closing
activities and then fail to consummate the acquisition; ® we could overpay for the business or assets acquired; ® there may be
hidden liabilities that we failed to uncover prior to the consummation of the acquisition; ® the demands on management’ s time
related to the acquisition will detract from their ability to focus on the operation of our business; and-and22 e challenges or
difficulties in integrating the acquired business or assets into our existing platform. We cannot assure you that we will be able to
identify or consummate any acquisitions and we cannot assure you that, if we are able to identify and consummate one or more
acquisitions, that those acquisitions will yield the anticipated benefits. Our inability to complete property or business
acquisitions on favorable terms or at all could have a material adverse effect on us. The downgrade of the credit ratings of the U.
S., any future downgrades of the credit ratings of the U. S. and the failure to resolve issues related to U. S. fiscal and debt



policies may materially adversely affect our business, liquidity, financial condition and results of operations. Concerns regarding
the gross federal debt and the budget deficit have increased the possibility of credit- rating downgrades or economic slowdowns
in the U. S. The impact of any downgrades to the U. S. Government’ s sovereign credit rating or its perceived creditworthiness
could adversely affect the U. S. and global financial markets and economic conditions. A downgrade of the U. S. Government’ s
credit rating or a default by the U. S. Government to satisfy its debt obligations likely would create broader financial turmoil and
uncertainty, which would weigh heavily on the global banking system and these developments could cause interest rates and
borrowing costs to rise and a reduction in the availability of credit, which may negatively impact the value of our loan portfolio,

our net 1neome hquldlty and our ablhty to finance our assets on favorable terms. I-ﬂ-ﬂa-t—ten—&nd-ﬂsmg—mfefes{—f&tes—eet&d

Related to Our Operatlon% Structure and Chanoe inC ontlol Pr0v1510nslnter1upt10ns in our ablhty to pr0V1de our......, are both
exempt from this pr0V1510n Pr0v1smnsWe - &t : v ;

payhd-mdeﬂds—te-etﬂesh&fehe-}defs—\’v’-e—have ilgnlﬁeant unfunded eonnnltmentq to ex1%t1ng borlowem If we are unable to fund

these commitments, we may be subject to borrower legal claims. At December 31, 2823-2024 , we had unfunded commitments
under existing loans of appreximately-$ 9749 . 9 million. We do not record these unfunded commitments as liabilities on our
balance sheets as the unfunded portion of the loans are not included in the outstanding mortgage loan balances. We try to
maintain a reasonable anlount of Worklng capital at all times, although not in anlount@ sufficient to cover all of our deferred
funding obhgatlonq e : v d ; ; : : :

borrower demand for fundlng under ex1%t1ng loan@ could exceed our avallable Worklng eapltal and if we fall to meet our fundlng
obligations, we may be subject to legal claims by the borrowers. This could have a material and adverse impact on our business
reputation, our operations as well as our financial condition. Interraptiens-ProvisionsInterruptions in our ability to provide our
products and our service to our customers could damage our reputation,which could have a material adverse effect on us.Our
business and reputation could be adversely affected by any interruption or failure on our part to provide our products and
services to our customers and prospective customers in a timely manner,even if such failures are a result of a natural
disaster,public health issues (such as COVID =—— 19),human error,errors and / or omissions by third parties on whom we
depend,whether willful or unintentional,sabotage,vandalism,terrorist acts,unauthorized entry or other unanticipated problems.If
a significant disruption occurs,we may be unable to take corrective action in a timely manner or,if and when implemented,these
measures may not be sufficient or could be circumvented through the reoccurrence of a natural disaster or other unanticipated
problem,or as a result of accidental or intentional actions.Furthermore,such disruptions may result in legal
liability.Accordingly,our failure or inability to provide products and services to our customers in a timely and efficient manner
may result in significant liability,a loss of customers and damage to our reputation,which could have a material adverse effect on
us.The occurrence of cyber - incidents,or a deficiency in our cybersecurity or in those of any of our third- party service
providers,could negatively impact our business by causing a disruption to our operations,a compromise or corruption of our
confidential information or damage to our business relationships or reputation,all of which could negatively impact our business
and results of operations.In general,any adverse event that threatens the confidentiality,integrity,or availability of our
information resources or the information resources of our third- party service providers is considered a cyber ireident—- attack
.More specifically,a cyber - incident is an intentional attack or an unintentional event that can include gaining unauthorized



access to systems to disrupt operations,corrupt data,or steal confidential information.As our reliance on technology has
increased,so have the risks posed to our systems,both internal and those we have outsourced.The primary risks that could
directly result from the occurrence of a cyber - incident include operational interruption and private data exposure.We cannot
assure you that our business and results of operations will not be negatively impacted by a cyber incident. 23We-We face risks
from cybersecurity threats that could have a material adverse effect on our business,financial condition,results of operations,cash
flows or reputation.We acknowledge that the risk of a cyber incident is prevalent in the current threat landscape and that a future
cyber incident may occur in the normal course of our business.However,cyber incidents have not been identified to
date,therefore having no material adverse effect on our business,financial condition,results of operations,or cash flows.We
understand potential vulnerabilities to known or unknown threats remain and have implemented our cyber risk management
program described in Item 1.C.below to stay up- to- date on attacks against IT assets,data,and services,and to prevent their
occurrence and recurrence where practicable.We cannot assure you that our program will be effective in preventing a cyber
incident in the future.If it 8-> s not effective it could have a material adverse effect on our business,financial condition,results
of operations,or cash flows.The loss of key personnel,such as one of our executive officers,could have a material adverse effect
on us.We believe that our continued success depends on the continued services of John L.Villano,our €hatrman-chairman ,
Chief-chief Exeeutive-executive Offieer-officer and President-president .Our reputation among and our relationships with our
key customers are the direct result of a significant investment of time and effort by him to build our credibility in a highly
specialized industry.The loss of Mr.Villano’ s services could diminish our business and investment opportunities and our
relationships with lenders,business partners and existing and prospective customers and could have a material adverse effect on
us.While we have entered into an employment agreement with Mr.Villano,he can terminate his employment with us at any
time,for any reason.In the event Mr.Villano terminates his employment W1th us or is unable to carry out his duties,our business
and operations will be adveriely 1mpacted D ; ;

recruit or retain quahﬁed personnel or maintain access to key third- party service provrders and qoftware developers,could have
a material adverse effect on us. Qver the last two years we added 14 employees,nine of which we hired when we acquired
the assets of Urbane New Haven,LLC in October 2022,reflecting the increase in the size and volume of operations.Each
of these new employees had to be trained to follow our policies and procedures. Training new employees is a difficult,time =
consuming and expensive task but is key to our growth and success.We must continue to identify,hire,train,and retain qualified
professionals,operations employees,and sales and senior management-29management personnel who maintain relationships
with our customers and who can provide the technical,strategic and marketing skills that will help us grow .Currently,the
U.S.labor market is “ tight ” — meaning there are many more jobs available than people to fill
them.Accordingly,competition for quality personnel is fierce .Competitive pressures may require that we enhance our pay
and benefits package to compete effectively for such personnel.An increase in these costs or our inability to recruit and retain
necessary professional,technical,managerial,sales and marketing personnel or to maintain access to key third- party providers
could have a material adverse effect on us.The stock ownership limit imposed by our charter may inhibit market activity in our
Common Shares and may restrict our business combination opportunities.For us to maintain our qualification as a REIT under
the Code,not more than 50 % in value of the issued and outstanding shares of our capital stock may be owned,actually or
constructively,by five or fewer individuals (as defined in the Code to include certain entities) at any time during the last half of
each taxable year (other than our first year as a REIT).This test is known as the “ 5 / 50 test.”” Attribution rules in the Code apply
to determine if any individual or entity actually or constructively owns our capital stock for purposes of this
requirement.Additionally,at least 100 persons must beneficially own our capital stock during at least 335 days of each taxable
year (other than our first year as a REIT).To help ensure that we meet these tests,our charter restricts the acquisition and
ownership of shares of our capital stock.Our charter,with certain exceptions,authorizes our directors to take such actions as are
necessary and desirable to preserve our qualification as a REIT and provides that,unless exempted by the Board,no person may
own more than 4.99 % in value of the aggregate of the outstanding shares of our capital stock or more than 4.99 % in value or in
number of shares,whichever is more restrictive,of the aggregate of our outstanding shares of our Common Shares.Our fetnder
founders ,Jeffrey C.Villano and John L.Villano, #s-are both exempt from this provision 30Risks--- Risks Related to Debt
Financinglf we cannot access external sources of capital on favorable terms or at all, our ability to execute our business and
growth strategies will be impaired. In addition to eurnermat-the usual operating expenses, we have significant other cash
requirements, notably interest and dividend payments (to a-nd—lean—repaymenfs—Te—quakﬁyhand-malntarn our guattfieation-asa
REIT status , we are required tmdeﬁ-he—eede—to drqtrrbute at least 90 % of our —RE—I—T—taxable 1ncome on a annual basis) and
loan repayments ( $ 56 d d d eaifs y

mrlhon prrncrpal amount of etueuﬁseeufed—uﬁai-befdmated—netes-Notes W111 become due in Septemb of %924—2025 and
another $ 56-51 . 4—8 million prmclpal amount of Notes w111 become due in December of %925—2026 ) Beeause—e-ﬁt-hese

ﬂ‘teftgage—leaﬂs,—freﬂﬁ—epef&ﬁﬂg—eash—ﬂew—Consequently, we rely on thrrd party sources of caprtal to fund a %ubqtantlal amount

of our working capital needs. W




of caprtal depends in part, on ;Dener"ll market condmons the mdrl(et S perceptron of our growth potentrdl levera;ae current and
expected results of operations, liquidity, financial condition and cash distributions to shareholders and the market price of our
Common-Shares-equity securities . [f we cannot obtain capital when needed, we may not be able to execute our business and
growth strategies, satisfy our debt service obligations, make the cash distributions to our shareholders necessary to qualify and
maintain our qualification as a REIT (which would expose us to significant penalties and corporate level taxation), or fund our
other business needs, any of which could have a material adverse effect on us. We employ leverage, which magnifies the
potential for gain or loss on amounts invested and may increase the risk of investing in us. [ we are unable to leverage our
assets to the extent we euwrrentiy-anticipate, the returns on certain if not all of our assets could be diminished, which may limit or
eliminate our ability to make distributions to our shareholders. A key element of our growth strategy is to use leverage to
increase the size of our loan portfolio to enhance our returns. If we are unable to leverage our assets to the extent we currently
anticipate, the returns on our loan portfolio could be diminished, which may limit or eliminate our ability to make distributions

to our shareholders. For example Our-outstanding-indebtedness-as-of Peeember3+, from June 2019 through August 2623
2022 was—appre*rm&tel-y—iﬁ—%’—?’—%mﬁhoﬂ— we consummated seven publlc offerlngs whieh—e*peses—us—te—t-he—rrsleor unsecured

on r101r1dl prmcrpal amount
y b 56—288 4 million . Those funds were

Need-h&m—@red-rt—l:&erl-&y— Our orgnrzauonal documents contain no lmlltdthl’lS res_ardmg the maximum level of mdebtedness
whether as a percentage of our market capitalization or otherwise, that we may incur. The amount of leverage that we employ
depends on managements assessment of market and other factors at the time of any proposed borrowing. As our capital
needs continue to grow, we anticipate increasing our overall indebtedness. Our substantial outstanding indebtedness, and the
limitations imposed on us by our debt agreements, could have other significant adverse consequences, including the following:
e our cash flow may be insufficient to meet our required principal and interest payments; ® we may use a substantial portion of
our cash flows to make principal and interest payments and we may be unable to obtain additional financing as needed or on
favorable terms, which could, among other things, have a material adverse effect on our ability to capitalize upon acquisition
opportunities, fund working capital, make capital expenditures, make cash distributions to our shareholders, or meet our other
business needs; 3+ we may be unable to refinance our indebtedness at maturity or the refinancing terms may be less favorable
than the terms of our original indebtedness; 25 ® we may be forced to dispose of assets, possibly on unfavorable terms or in
violation of certain covenants to which we may be subject in order to pay debt obligations when due ; e our financial
flexibility may be diminished as a result of various covenants including debt and coverage and other financial ratios; e our
vulnerability to general adverse economic and industry conditions may be increased; ® we may be at a competitive disadvantage
relative to our competitors that have less indebtedness; and e our flexibility in planning for, or reacting to, changes in our
business and the markets in which we operate may be limited and we may default on our indebtedness by failure to make
required payments or violation of covenants, which would entitle holders of such indebtedness, and possibly other indebtedness,
to accelerate the maturity of their indebtedness and to foreclose on our mortgages receivable that secure their loans. The
occurrence of dny one or these events could ha\ ea mdtendl ddverse elfect on our business, financial condmon and results of

leveraged. If we default on ur obligations, we may
suffer adverse consequences. berrewmgs—Borrowmgs , also known as leverage, magnlfy the potentlal for income gain or
loss on amounts invested in loans and, therefore, increase the risks ass0c1ated w1th 1nvest1ng in us. We borrow from
ineutring-additional-and issue senior debt securities to banks and
taking-a-mamber-ofother aetions-lenders that could have the effect of dnnrnrshrng OUr...... amounts borrowed under the
Needham Credit Facility are secured by afirst-prioritytemrliens on virtaatty-att-our assets ;. Holders of these senior securities
have fixed dollar claims on our assets that are superior to the claims of the holders of our other securities. Leverage is
generally considered a speculative investment technique. Any increase in our income in excess of interest payable on our
outstanding indebtedness would cause our net income to increase more than it would have had we not inetading real-estate
ewned—by—us—(efheﬂncurred leverage, whlle any decrease in our income would cause net income to dechne more sharply




it i ognized-as-a decline ereditor-of onte-or-more-of
fhese—en&t—tes—etn%%e&a—rms—wet&d—could negatlvely affect §t111 be effectlvely subordlnated to any security...... indenture and the
Notes do not restrict our ability to engage in, or otherwise be a...... the assets of these entities; ® pay dividends en;-to the holders
of er-our purehase-equity securities or scheduled debt redeem-ormake-any-payments in respect of, capital stock or...... of any
changes in our credit rating . There can be no assurance that our ereditrating-leveraging strategy will remain-for-any-given
pertod-of-time-or-be successful. Our outstanding indebtedness imposes, and additional debt we may incur in the future will

llkely 1mpose, ﬁnanclal and operatlng covenants that restrict Sﬂeh—efed-rt—f&t-rng—wﬂ-l—net—be—}ewefed—efour busmess activities

arra tgation d it-Faethity 1nclud1ng llmltatlons that could hinder t-he—WeHs—F&fge
-I:e&n—NI—I—B—Meﬁg&ge—efour ablllty to ﬁnance addltlonal loans and investments or to make the distributions required to
maintain our status as a REIT. Total outstanding indebtedness at December 31, 2024 was $ 304. 9 million, which
1ncluded $ 230 2 million aggregate outstandlng prlnclpal balance of Notes, $ 40 million outstanding on the Needham

W e-to § 36 make-payments-onr-the Notes-.
Te—seettre—eu%eb-l-tg&t—teﬂs—uﬂder—l mllllon), $ 33 7 mllllon outstandlng on the ( hurchlll Credlt F dClllty, Churehitthas-a-first

ave-td—a—fm‘eed—sa-}e-e-f—stleh-seeuﬂt-tes- All amounts borrowed under the Needhdm C Iedlt FdClllty are SeCUIed by a fnst prlonty
lien on virtually all our assets excluding real estate owned by us (other than real estate acquired pursuant to foreclosure) and
mortgages sold under the Churchill Credit Facility. To secure our obligations under the Churchill Credit Facility, we grant
Churchill a first priority security interest on the mortgage loans that are that are sold to Churchill under that facility.
The eeeurrenee-NHB Mortgage is secured by a first mortgage lien on the property located at 568 E. Main Street,
Branford Connecticut, which we own and which is our principal place of business. In addition, the Churchill Credit
Facility and the NHB Mortgage have cross default provisions, which means that a default under the terms of any ofthe
other foregoing-indebtedness, would also be an events— event of default under the Churchill Credit Facility and the NHB
Mortgage as well. Thus, any default under the Needham Credit or the Churchill Credit Facility or the NHB Mortgage
could have a material adverse effect on our business, financial condition and results of operations, cash flows, our ability to
make distributions to shareholders and make the interest payment on the Notes. 26Under the Indenture governing the Notes,
as well as the agreements relating to our various credit facilities, we are generally required to meet an asset coverage
ratio at least equal to 150 %, respectively, of total assets to total borrowings and other senior securities, which include all
our borrowings and any redeemable preferred stock we may issue in the future. In addition, we cannot pay dividends to
our shareholders to the extent such dividends would cause us to fall below the 150 % asset coverage ratio. If this ratio
declines below 150 %, we may not be able to incur additional debt and may need to sell a portion of our investments to
repay some debt when it is disadvantageous to do so, and we may not be able to make distributions to our shareholders.
Any default under the agreements gov emmg our exlstme mdebtedness ineluding-a-defanitunderthe-Churehil-Faetlitythe
VellsFargo-Loanthe N Needham aethity-or other indebtedness that te-whieh-we may be-a-party-incur
in the future that is not waiv ed by the requned lenders, and the remedies sought by the holders of such indebtedness could
make us unable to pay principal and interest on the Notes and substantially decrease the market value of the Notes. If we are
unable to generate sufficient cash flow and are otherwise unable to obtain funds necessary to meet required payments of
principal and interest on our indebtedness, or if we otherwise fail to comply with the various covenants, including financial and
operating covenants, in the instruments governing our indebtedness, we could be in default under the terms of the agreements
governing such indebtedness, including the Notes. In the event of such default, the holders of such indebtedness could elect to
declare all the funds borrowed thereunder to be due and payable, together with accrued and unpaid interest. In addition, the
lenders under any revolving credit facility or other financing that we may obtain in the future could elect to terminate their
commitment, cease making further loans and institute foreclosure proceedings against our assets and force us into bankruptcy or
liquidation. Any such default may constitute a default under all our indebtedness, including the Notes, which could further limit
our ability to repay our indebtedness, including the Notes. If our operating performance declines, we may in the future need to
seek to obtain waivers from our existing lenders at the time to avoid being in default. If we breach any loan covenants, we may
not be able to obtain such a waiver from the lenders in which case we would be in default under the credit arrangement and the
lender could exercise its rights as described above, and we may be forced into bankruptcy or 35hequidation—- liquidation . [f we
are unable to repay indebtedness, lenders having secured obligations could proceed against the collateral securing the debt.
Because the Churchill Credit Facility and the NHB Mortgage have, and any future credit facilities may wiieelhave,
customary cross- default provisions, if repayment of any outstanding indebtedness, such as the Notes, the Churchill Facility, the
WeHs—F&Pge—I:e&n—t-he—NHB Morts,age the Needhdm Credit FdClllty or dny futule Credlt delllty, is aecelerdted we mdy be




prrehase-orredeemror-make-any-payments-in respect of,capital stock or other securities ranking junior in right of payment to the
Notes,including subordinated indebtedness;® sell assets (other than certain limited restrictions on our ability to
consolidate,merge or sell all or substantially all of our assets);® enter into transactions with affiliates; 28-e create liens or enter
into sale and leaseback transactions;® make investments;or @ create restrictions on the payment of dividends or other amounts to
us from our subsidiaries.In addition,the indenture does not require us to offer to purchase the Notes in connection with a change
of control or any other event.Similarly,the terms of the indenture and the Notes do not protect holders of the Notes in the event
that we experience changes (including significant adverse changes) in our financial condition,results of operations or credit
ratings,if any,as long as we adhere to the Asset Coverage Ratio covenant in the indenture.See “ Management’ s Discussion of
Financial Condition and Results of Operations — Financing Strategy Overview.” Our ability to recapitalize,incur additional debt
and take other actions that are not limited by the terms of the Notes may have important consequences to the holders of the
Notes,including making it more difficult for us to satisfy our obligations with respect to the Notes or negatively affecting the
trading value of the Notes.Other debt we issue or incur in the future could contain more protections for its holders than the
indenture and the Notes,including additional covenants and events of default.For example,the indenture under which the Notes
are issued does not contain cross- default provisions.The issuance or incurrence of any indebtedness with incremental
protections could affect the market for,trading volume and prices of the Notes. An-33An increase in market interest rates could
result in a decrease in the value of the Notes.In general,as market interest rates rise,notes bearing interest at a fixed rate decline
in value.Consequently,if you own Notes or purchase Notes,and the market interest rates subsequently increase,the market value
of your Notes may decline.We cannot predict the future level of market interest rates. Although the Notes are listed on the NYSE
American,an active trading market for the Notes may not develop,which could limit the ability of Noteholders to sell the Notes
and / or the market price of the Notes.Although the Notes are listed on the NYSE American,there is limited trading of the Notes
on the exchange and we cannot assure holders of the Notes that an active trading market will develop or be maintained for the
Notes.In addition,the Notes may trade at a discount from their initial offering price depending on prevailing interest rates,the
market for similar securities,our credit ratings,if any,general economic conditions,our financial condition,performance and
prospects and other factors.Although the underwriters advised us at the time of issuance that they intend to make a market in the
Notes,they are not obligated to do so.The underwriters may discontinue any market- making in the Notes at any time at their
sole discretion.Accordingly,we cannot assure you that a liquid trading market for the Notes will develop or can be sustained,or
that holders of the Notes will be able to sell their Notes at a particular time or that the price they will receive at the time of sale
will be favorable.To the extent an active trading market does not develop,the liquidity and trading price for the Notes may be
harmed.Accordingly,the Noteholders may be required to bear the financial risk of an investment in the Notes indefinitely.We
may choose to redeem the Notes when prevailing interest rates are relatively low. A4H-The Notes are generally redeemable any
time beginning on the second anniversary of the-their issuance date. Notes having an aggregate principal amount of
approximately $ 218.2 million are currently redeemable at-the-tinte-.Notes having an aggregate principal amount of eur
ehoosing-$ 30.0 million will first become redeemable on May 11,2024 and Notes having an aggregate principal amount of
approximately $ 40.3 million will first become redeemable on August 23,2024 .\We may choose to redeem the Notes when
prevailing interest rates are lower than the rate borne by the Notes.If prevailing rates are lower at the time of redemption,holders
of the Notes would not be able to reinvest the redemption proceeds in a comparable security at an effective interest rate as high
as the interest rate on the Notes being redeemed.Our redemption right also may adversely impact the ability of holders to sell
the Notes as the optional redemption date or period approaches. 29We-If we default on our obligations to pay our other
indebtedness,we may not be able to make payments on the Notes.Any default under the agreements governing our
existing indebtedness or other indebtedness to which we may be a party that is not waived by the required lenders,and
the remedies sought by the holders of such indebtedness could make us unable to pay principal and interest on the Notes
and substantially decrease the market value of the Notes.If we are unable to generate sufficient cash flow and are
otherwise unable to obtain funds necessary to meet required payments of principal and interest on our indebtedness,or if
we otherwise fail to comply with the various covenants,including financial and operating covenants,in the instruments
governing our indebtedness,we could be in default under the terms of the agreements governing such
indebtedness,including the Notes.In the event of such default,the holders of such indebtedness could elect to declare all
the funds borrowed thereunder to be due and payable,together with accrued and unpaid interest.In addition,the lenders
under any revolving credit facility or other financing that we may obtain in the future could elect to terminate their
commitment,cease making further loans and institute foreclosure proceedings against our assets,and we could be forced
into bankruptcy or liquidation.Any such default may constitute a default under the Notes,which could further limit our
ability to repay our indebtedness,including the Notes.If our operating performance declines,we may in the future need to
seek to obtain waivers from our existing lenders at the time to avoid being in default.If we breach any loan covenants,we
may not be able to obtain such a waiver from the lenders.If this occurs,we would be in default under the credit
arrangement that we have,the lender could exercise its rights as described above,and we could be forced into
bankruptcy or liquidation.If we are unable to repay indebtedness,lenders having secured obligations could proceed
against the collateral securing the debt.Because the Churchill Facility and the NHB Mortgage have,and any future credit
facilities will likely have,customary cross- default provisions,if the indebtedness under the Notes,or under any future
credit facility is accelerated,we may be unable to repay or refinance the amounts due.34We are not obligated to contribute



to a sinking fund to retire the Notes and the Notes are not guaranteed by a third party. We are not obligated to contribute funds to
a sinking fund to repay principal or interest on the Notes upon maturity or default.The Notes are not certificates of deposit or
similar obligations of,or guaranteed by,any depositary institution.Further,no private party or governmental entity insures or
guarantees payment on the Notes if we do not have enough funds to make principal or interest payments.A
downgrade,suspension or withdrawal of the credit rating assigned by a rating agency to us or the Notes,if any,could cause the
liquidity or market value of the Notes to decline significantly.Our credit rating is an assessment by third parties of our ability to
pay our obligations.Consequently,real or anticipated changes in our credit rating will generally affect the market value of the
Notes.Our credit rating,however,may not reflect the potential impact of risks related to market conditions generally or other
factors discussed above on the market value of or trading market for the Notes.Credit ratings are not a recommendation to
buy,sell or hold any security,and may be revised or withdrawn at any time by the issuing organization in its sole discretion. The
Bpon-issuanee;each-tranehe-of Notes have received a private rating of BBB from Egan- Jones Ratings Company.An explanation
of the significance of ratings may be obtained from the rating agency.Generally,rating agencies base their ratings on such
material and information,and such of their own investigations,studies and assumptions,as they deem appropriate. We have no
obhgatron to maintain our Credlt ratrng or to advrse holders of the N otes of any changes in our Credlt ratrng —'Fhefe—e&n—be—ne

vely z Rrsks Related to Regulatory
MattersMarntenance of our Investment Company Act exemption imposes limits on our operations. We have conducted and
intend to continue to conduct our operations so as not to become regulated as an investment company under the Investment
Company Act. We believe that there are several exclusions under the Investment Company Act that are applicable to us. To
maintain the exclusion, the assets that we acquire are limited by the provisions of the Investment Company Act and the rules
and regulations promulgated under the Investment Company Act. If we fail to qualify for, our exclusion, we could, among other
things, be required either (a) to change the manner in which we conduct our operations to avoid being required to register as an
investment company or (b) to register as an investment company, either of which could have a material adverse effect on our
operations and the market price of our Common Shares. Tax Risks Related to Our StructureFailure to qualify as a REIT would
adversely affect our operations and ability to make distributions. We believe that we were organized and, since the IPO, have
operated and we plan to continue to operate in conformity with the requirements for qualification and taxation as a REIT. We
elected to be taxed as a REIT, commencing with our taxable year ended December 31, 2017. Our continued qualification as a
REIT will depend on our ability to meet, on an ongoing basis, various complex requirements concerning, among other things,
the ownership of our outstanding stock, the nature of our assets, the sources of our income, and the amount of our distributions
to our shareholders. To satisfy these requirements, we might have to forego investments we might otherwise make. Thus,
compliance with the REIT requirements may hinder our operational performance. Moreover, while we intend to continue to
operate so to qualify as a REIT for U. S. federal income tax purposes, given the highly complex nature of the rules governing
REITs, there can be no assurance that we will so qualify in any taxable year. We have not requested and do not plan to request a
ruling from the IRS that we qualify as a REIT and the statements in this Report are not binding on the IRS, or any court. If we
fail to qualify as a REIT in any taxable year and we do not qualify for certain statutory relief provisions, all our taxable income
would be subject to U. S. federal and state income taxes at the prevailing corporate income tax rates, we would no longer be
allowed to deduct the distributions to our shareholders and we generally would be disqualified from treatment as a REIT for the
four taxable years following the year in which we lost our REIT status. Qualifying-36Qualifying as a REIT involves highly
technical and complex provisions of the Code and therefore, in certain circumstances, may be subject to uncertainty. To qualify
as a REIT, we must satisfy several requirements, including requirements regarding the composition of our assets, the sources of
our income and the diversity of our share ownership. Also, we must make distributions to stockholders aggregating annually at
least 90 % of our “ REIT taxable income ” (determined without regard to the dividends paid deduction and excluding net capital
gain). Compliance with these requirements and all other requirements for qualification as a REIT involves the application of
highly technical and complex Code provisions for which there are only limited judicial and administrative interpretations. Even
a technical or inadvertent mistake could jeopardize our REIT status. In addition, the determination of various factual matters and
circumstances relevant to REIT qualification is not entirely within our control and may affect our ability to qualify as a REIT.
Accordingly, we cannot be certain that our organization and operation will enable us to qualify as a REIT for federal income tax
purposes. Even if we qualify as a REIT, we will be subject to some taxes that will reduce our cash flow. Even if we qualify for
taxation as a REIT, we may be subject to certain federal, state and local taxes on our income and assets, including taxes on any
undistributed income, tax on income from some activities conducted as a result of a foreclosure, and state or local income,
property and transfer taxes. Moreover, if we have net income from “ prohibited transactions, ” that income will be subject to a
100 % tax. In general, prohibited transactions are sales or other dispositions of property held primarily for sale to 36eustomers—-
customers in the ordinary course of business. The determination as to whether a sale is a prohibited transaction depends on the
facts and circumstances related to that sale. The need to avoid prohibited transactions could cause us to forgo or defer sales of



assets that we otherwise would have sold or that might otherwise be in our best interest to sell. In addition, we could, in certain
circumstances, be required to pay an excise or penalty tax (which could be significant in amount) to utilize one or more relief
provisions under the Code to maintain our qualification as a REIT. Any of these taxes would reduce our cash flow and could
decrease cash available for distribution to shareholders and decrease cash available to service our indebtedness. The REIT
distribution requirements could adversely affect our ability to grow our business and may force us to seek third- party capital
during unfavorable market conditions. To qualify as a REIT, we generally must distribute to our shareholders at least 90 % of
our “ REIT taxable income ” (determined without regard to the dividends paid deduction and excluding net capital gain) each
year, and we will be subject to regular corporate income taxes to the extent that we distribute less than 100 % of our “ REIT
taxable income " each year. We raddition;we-are also subject to a 4 % non- nondeduetible--- deductible cxcise tax on the
amount, if any, by which distributions paid by us in any calendar year are less than the sum of 85 % of our ordinary income, 95
% of our capital gain net income and 100 % of our undistributed income from prior years. To frorderte-maintain our REIT
status and avoid the payment of income and excise taxes, we may be forced to seek third- party capital to meet the distribution
requirements even if the then- prevailing market conditions are not favorable. These capital needs could result from differences
in timing between the recognition of taxable income and the actual receipt of cash or the effect of non- deductible capital
expenditures, the creation of reserves or required debt or amortization payments. If we do not have other funds available in these
situations, we may have to borrow funds on unfavorable terms s-or sell assets at disadvantageous prices. In addition, we may be
forced to distribute amounts that would otherwise have been invested in future acquisitions to make distributions sufficient to
enable us to pay out enough of our taxable income to satisfy the REIT distribution requirement and to avoid corporate income
tax and the 4-%-excise tax in a particular year. Bividends-37Dividends payable by REITs do not qualify for the reduced tax
rates available for some dividends, which could depress the market price of our Common Shares if it is perceived as a less
attractive investment. The maximum tax rate applicable to income from * qualified dividends ” payable by non- REIT “ C ”
corporations to U. S. stockholders that are individuals, trusts and estates generally is 20 % (excluding the 3. 8 % net investment
income tax). Dividends payable by REITs, however, generally are not eligible for the current reduced rate, except to the extent
that certain holding requirements have been met and a REIT’ s dividends are attributable to dividends received by a REIT from
taxable corporations (such as a “ taxable REIT subsidiary ), to income that was subject to tax at the REIT / corporate level, or
to dividends properly designated by the REIT as “ capital gains dividends. ”” Effective for taxable years beginning after
December 31, 2017, and before January 1, 2026, those U. S. stockholders may deduct 20 % of their dividends from REITs
(excluding qualified dividend income and capital gains dividends). For those U. S. stockholders in the top marginal tax bracket
of 37 %, the deduction for REIT dividends yields an effective income tax rate of 29. 6 % on REIT dividends, which is higher
than the 20 % tax rate on qualified dividend income paid by non- REIT “ C ” corporations. Although the reduced rates
applicable to dividend income from non- REIT “ C ” corporations do not adversely affect the taxation of REITs or dividends
payable by REITs, it could cause investors who are non- corporate taxpayers to perceive investments in REITSs to be relatively
less attractive than investments in the stock of non- REIT “ C ” corporations that pay dividends, which could depress the market
price of the stock of REITs, including our Common Shares. We may in the future choose to pay dividends in the form of
Common Shares, in which case shareholders may be required to pay income taxes in the absence of cash dividends. We may
seek in the future to distribute taxable dividends that are payable in cash and Common Shares ;-at-the-eleetion-ofeach
shareholder-. Taxable shareholders receiving such dividends will be required to include the full amount of the dividend as
ordinary income to the extent of our current and accumulated earnings and profits for federal income tax purposes. As a result,
shareholders may be required to pay income taxes with respect to such dividends in excess of the cash dividends received. If a
U. S. shareholder sells Common Shares that it receives as a dividend to pay this tax, the sales proceeds may be less than the
amount included in income with respect to the dividend, depending on the market price of Common Shares at the time of the
sale. In addition, in such case, a U. S. shareholder could have a capital loss with respect to Common Shares sold that could not
be used to offset such dividend income. Furthermore, with respect to certain non- U. S. shareholders, we may be required to
withhold federal income tax with respect to such dividends, including in respect of all or a portion of such dividend that is
payable in Common Shares. In addition, such a taxable share dividend could be viewed as equivalent to a reduction in our cash
distributions, and that factor, as well as the possibility that a 37signifteant—- significant number of our shareholders could
determine to sell Common Shares to pay taxes owed on dividends, may put downward pressure on the market price of Common
Shares. Complying with REIT requirements may cause us to liquidate or forgo otherwise attractive investment opportunities. To
qualify as a REIT, we must ensure that, at the end of each calendar quarter, at least 75 % of the value of our assets consists of
cash, cash items, government securities and “ real estate assets ” (as defined in the Code), including certain mortgage loans and
securities (the “ 75 % asset test ”’). The remainder of our investments (other than securities includable in the 75 % asset test)
generally cannot include more than 10 % of the outstanding voting securities of any one issuer or more than 10 % of the total
value of the outstanding securities of any one issuer. In addition, in general, no more than 5 % of the value of our total assets
(other than securities includable in the 75 % asset test) can consist of the securities of any one issuer, no more than 20 % of the
value of our total assets can be represented by securities of one or more ““ taxable REIT subsidiaries ” (of which we have none),
and debt instruments issued by publicly offered REITs, to the extent not secured by real property or interests in real property,
cannot exceed 25 % of the value of our total assets. If we fail to comply with these requirements at the end of any calendar
quarter, we must correct the failure within 30 days after the end of the calendar quarter or qualify for certain statutory relief
provisions to avoid losing our REIT qualification and suffering adverse tax consequences. As a result, we may be required to
liquidate or forgo otherwise attractive investment opportunities. These actions could have the effect of reducing our income and
amounts available for distribution to our shareholders and our income and amounts available to service our indebtedness. In
addition to the asset tests set forth above, to qualify as a REIT, we must continually satisfy tests concerning, among other things,
the sources of our income, the amounts we distribute to our stockholders and the ownership of our stock. We may be unable to



pursue investment opportunities that would be otherwise advantageous to us in order to satisfy the source- of- income or asset-
diversification requirements for us to qualify as a REIT. Thus, compliance with the REIT requirements may hinder our ability to
make certain attractive investments and, thus, reduce our income and amounts available to service our indebtedness. 38













