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More than a transaction

“You will come across obstacles in life – fair and unfair.
And you will discover, time and time again, that what 
matters most is not what these obstacles are but how 
we see them, how we react to them, and whether we 
keep our composure. You will learn that this reaction 
determines how successful we will be in overcoming
– or possibly thriving because of – them.”

Excerpt from the book,
‘The Obstacle Is The Way,’ by Ryan Holiday

The theme for our 2019 Annual Report, ‘Turning Trials 
Into Triumphs’, is inspired by Ryan Holiday’s book
‘The Obstacle is The Way’. Our shared culture at 
FLOCK Specialty Finance embodies the same positive 
perspective and tenacity that Ryan Holiday writes 
about. As we provide this report on our performan
e in 2019, we look forward to new challenges and 
continued success ahead.



Letter to Investors

JULY 2020

Dear Investors:

Business, as in life, never moves in a straight line.

We have achieved significant and impressive growth since our inception. From 2015 through 2019, we posted 5-year 
compounded annual growth rates (CAGRs), for deployments, gross revenues, and EBITDA equal to 30.5%, 22.6%, and 
27.6% respectively. Despite this, for the period from 2016-2018, net income was generally flat averaging $1 million per 
year. In 2019, we had our first ever loss, a deficit of $1.7 million. This loss resulted from the combination of a modest 5.3% 
growth in gross revenues during 2019 (reflecting disappointing collection performances by our two largest clients) and a 
higher debt load which caused a $2.9 million increase to our total interest expense.

On the one hand, we are pleased with our terrific growth. Our 53% year-over-year growth in deployments resulted in a 
record annual deployment total of $84.1 million. Our net finance receivables outstanding grew 38.6% in 2019 reaching a 
record of $91.2 million. We added five new clients and began our penetration into the upper middle market with a $15+ 
million refinance of a well-respected industry leader. These competitive wins were largely the result of the “value add” that 
we offer our clients: our deep knowledge of the industry, our analytics, our team, and our flexibility. All this was achieved 
with no growth in personnel. But, on the other hand, our capital did not keep up with the growth of the business and 
became too leveraged.

Consequently, at the end of the year, we launched a capital raise focused equity to deleverage the company, a reduction 
of interest expense, and improved cash flow. This capital raise is still ongoing in 2020 during a period of unprecedented 
uncertainty caused by a once in a century pandemic has proven to be quite challenging. That said, investing in a debt 
buying business during a recession and chaotic market conditions is a great opportunity for outstanding returns as the 
supply of debt grows and prices of debt portfolios decline.    

Going forward, to reduce risk in this turbulent environment, we are tightening up our underwriting and lowering projected 
liquidation curves in the near-term for our portfolio funding opportunities. At the same time, we are encouraging clients to 
renegotiate their portfolio purchases considering the recession and recent price cuts by sellers of consumer debt.
This strategy appears to be working.

We remain intent on growing market share as our brand continues to rise and two clients who left us last year for other 
lenders returned to FLOCK. We will continue our drive to onboard both middle and upper middle market clients in a 
variety of asset segments.

So, in 2020, we will continue to strengthen our business by focusing on deleveraging our balance sheet, reducing our cost 
of debt, and diversifying our client base. These priorities will allow us to turn our “Trials into Triumphs”. 

Thank you for your loyal and continued support.

Michael R. Flock
Chairman & CEO

Sincerely,
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Business Development Objectives

In 2019, FLOCK significantly increased deployments over the prior year by $29.1 million. This surge was fueled by 
growth from our existing customers as well as developing funding relationships with new debt buyers. As we look 
forward to 2020, FLOCK will seek to continue this trend by focusing our sales and marketing strategy in the following 
three areas:

The Upper Middle Market
The Upper Middle Market is a segment of our prospect client base consisting of debt buyers that deploys over
$25 million annually. These businesses tend to have stronger platforms, a longer history, and are more sophisticated in 
both underwriting processes and collection strategies than most middle market buyers. As a result, the investment 
returns for these buyers are more consistent and represent a lower investment risk. In addition, these more established 
debt buyer clients have better access to “forward flow” purchase agreements, which provide us with steadier 
deployment opportunities. In 2019, FLOCK was able to forge a funding relationship with an Upper Middle Market debt 
buyer who is forecasting to deploy over $80 million annually for the next five years. This debt buyer, much larger than 
our traditional clients, represents a pool of prospects that will greatly accelerate FLOCK’s deployment opportunities. As 
we move into 2020, our focus is on several of these Upper Middle Market buyers which will enable us to increase our 
client diversification and quickly grow our deployment volume.

The Lower Middle Market
The Lower Middle Market represents over 125 debt buyers across a variety of asset classes, vintages, and funding 
sources. These debt buyers, many of them niche players, have limited growth opportunities due to the lack of reliable 
capital and analytics. Although the transaction volumes are significantly smaller, these returns are markedly higher and 
present an opportunity for growth. FLOCK has the analytical expertise and the capital that these smaller debt buyers 
need to scale their businesses. We have launched an initiative to obtain specific debt buyers in the Lower Middle Market 
who have a fruitful business, a solid capability, and the desire to grow their market share.

Revive Inactive Clients
In 2020, FLOCK will concentrate on reconnecting with clients who have not deployed with FLOCK in several months. 
These passive clients have drifted away for a variety of reasons ranging from capacity issues to competitive funding 
sources. The current disruption in the marketplace creates opportunity for FLOCK to revisit each of these clients, 
re-evaluate their platform and design a customized funding structure to address their specific needs while managing 
investment risk.

Our net finance receivables 
outstanding grew 38.6% in 2019 – 
reaching a record of $91.2 million.
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Marketing Initiatives

FLOCK continued marketing initiatives in 2019 which included increased social media presence with regular postings
on the Firm’s LinkedIn web page, Capital Club Radio podcasts, sponsorships and an industry webinar presentation.

The FLOCK Capital Club Radio, an online radio programming series that highlights community leaders in the debt buying 
industry as well as other business industries, continues to be a huge success that sets FLOCK apart from our competitors 
and builds the brand. Each interview is distributed via an email campaign to over 2,000 contacts and posted on LinkedIn. 
In 2019, Michael Flock had captivating interviews with Miriam Sangalang, VP of The Bureaus and President of the 
Receivables Management Association International (RMAI); Scott Lowery, former CEO, President and Chairman of 
SquareTwo Financial Corporation, and CEO of Galaxy Capital Acquisitions today; Leo Stawiarski, President and CEO of 
LCS Financial Corporation; Chris Shuler, President of Active Financial; Dan Campbell, Partner at MSouth; and Michael J. 
Coles, former CEO of Caribou Coffee and co-founder of the Great American Cookie Company.

FLOCK sponsorships for 2019 included the Gold Sponsorship at the Receivables Management Association 
International‘s (RMAI) 22nd Annual Conference in Las Vegas in February, RMAI’s Executive Summit in July and our 
sponsorship of the Kennesaw State University’s Analytics and Data Science Institute by sponsoring their 12th Annual 
Analytics Day in April.

The RMAI sponsorships keep FLOCK well-connected within the debt buying industry while the Kennesaw State 
University sponsorship gives FLOCK an edge above competitors by developing a partnership that will enable us to 
develop our expertise in artificial intelligence which will help us to better assess portfolio collection performance and help 
customers to develop collection strategies that optimize their performance with current inventories of existing portfolios.

In November, FLOCK sponsored its second industry webinar titled, Top Ten Things to Prepare a Debt Buyer for a Sale,
which was presented by Michael Flock; Michael Lamm, Founder of Corporate Advisory Solutions; and Matthew Maloney, 
Co-founder, President and CIO of FFAM Group Companies.
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2019 Deployments

2019 was a record year for deployments, with $84.1 
million in total deployments, exceeding our 2018 total 
by 53%. During the fiscal year ended December 31, 
2019, FLOCK deployed $84.1 million to finance the 
purchase of 197 portfolio purchases, consisting entirely 
of “on balance sheet” financings by Flock Financial, 
LLC (we had no financings by side-car entities during 
2019). These deployments involved purchases with 13 
separate client platforms across 12 distinct asset 
classes. The 2019 deployment total brought 
cumulative purchases (combined on balance sheet 
and side-cars) since the June 2013 inception of Flock 
Financial, LLC to $334.4 million for a cumulative total of 
920 portfolios.

As the chart to the right illustrates, an annual 
comparison of deployment volumes (dating back to 
2009 from the Flock Advisors / Falcon Fund platforms) 
provides a clear indication of our larger scale. 
Importantly, our 2014 – 2019 deployments were 
achieved without a meaningful increase to our 
headcount of the firm. Relative to 2018, our full-time 
employee count remained steady at 8 employees as of 
December 31, 2019.

Some institutional investors like to say that it takes just 
as much time to underwrite a $100 thousand portfolio 
investment as it does to underwrite a $10 million 
portfolio investment. We think there is substantial truth 
to this. From this perspective, the steady growth in our 
funded portfolios demonstrates the increased efficiency 
and productivity of our team. While we are proud of this, 
we also recognize that increased deployment growth 
will require us to focus on expanding not only the count 
on our portfolios, but also the average size of our 
deployments. For this reason, we are particularly proud 
to report that we funded our largest transaction ever in 
2019: a $15.1 million refinance of newly onboarded 
client, Galaxy Capital Acquisitions, a large upper 
market debt buyer based in Atlanta.
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Volumes in Pre-2013 Years Based on FLOCK Advisors / Falcon Fund
Dollars in Thousands



In addition to Galaxy, key existing clients that made up the majority of the 2019 deployments included Diverse, 
First Financial Asset Management (“FFAM”), and IDA, who together combined to deliver $51.1 million (or, 60.7%)
of our 2019 deployment total.

During 2019, we onboarded a handful of new debt buyer clients and successfully began deployments with five
of them: Capital Recovery Services Ltd. (of Canada), LCS Capital, Persolve Recoveries, LLC and Rocky Mountain Capital 
Management – in addition to Galaxy.
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2019 Portfolio 
Underwriting and 
Collections Performance

For every portfolio that FLOCK funds, we work 
with our clients to establish an initial forecast (the 
“original waterfall forecast”) which estimates future 
collections over the subsequent 60-month period. 
Therefore, each funded portfolio has a distinct 
Internal Rate of Return (“IRR”) which quantifies the 
expected return from that portfolio over time. The 
chart to the right shows the original expected IRR 
for each of the 197 portfolios funded during 2019. 
Despite occasional outliers, most of our portfolios 
are initially forecast to generate an IRR in the 
range of 20% - 30%.

Once the portfolio is funded, we measure the 
actual collections performance relative to the 
“original waterfall forecast”. When reviewing the 
actual performance of a portfolio, we typically 
focus on the portfolio’s overall net collections 
before any waterfall allocations. While some of the 
portfolios certainly underperform against our 
original expectations, we believe our high 
underwriting standards and high IRR thresholds 
allow us to miss on our expectations on some 
portfolios and still achieve a reasonable return for 
our investors.    

Since our revenue recognition and reported 
portfolio metrics are driven largely by the original 
waterfall forecasts, we want to ensure that these 
underwritten forecasts are always reasonable and 
appropriately conservative.  Although we think a 
portfolio might be a “home run”, we do not assume 
this in our underwritten forecast. In recent years, 
we have made a conscious effort to moderate our 
forecasts at the time of a portfolio investment. 
Despite occasional shortfalls against our budget 
for specific portfolios, we believe that we are 
continuing to achieve attractive returns across our 
broader portfolio.

NOTE: Original Expected IRR = full XIRR to Flock Financial, LLC (including fees and 
projected back-end “carry” from side-car entities) based on the original projected cash 
flows at time of funding (“Original Waterfall”).
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2019 Financial 
Performance

2019 was a period of ongoing financial growth for 
FLOCK Specialty Finance.

Net cash receipts to Flock Financial, LLC grew 
3.6% in 2019 to $72.1 million. This expansion in 
our cash receipts generated $14.8 million of gross 
revenue to Flock Financial, LLC, representing a 
5.3% year-over-year increase from 2018.

Net portfolio revenue (including associated gain on 
sale revenue from portfolio sales) was again the 
largest contributor to our revenue stream, 
accounting for 82.9% of our gross revenues. 

In accordance with GAAP standards, we record a 
quarterly valuation allowance against finance 
receivables to account for variances in our actual  
and more recent forecasts of portfolio collections 
versus original expectations. During 2019, these 
allowance charges totaled $1.7 million, which are 
netted against our gross revenues, resulting in net 
revenues (on an unconsolidated basis) equal to 
$13.1 million for the year, an increase of 2.8% over 
2018.

During 2019, operating expenses for Flock 
Financial, LLC increased 8.5% year-over-year. 
Reflecting our focus on expanding business 
development, our marketing and advertising 
expenses increased 50.0% in 2019. Our 
increased rent expense in 2019 reflects our 
decision to extend our lease at the Galleria Office 
Park for a one-year extension after the expiration 
of our prior lease during 2019.

Our income statement is also impacted by certain 
“non-operating” expenses including depreciation 
of our modest fixed assets, amortization and 
interest expense on our substantial debt 
outstanding. During 2019, interest expense on our 
senior debt increased 40.1% to $3.5 million, 
reflecting increased utilization of our senior debt 
facility with MidCap Financial Services, LLC 
(“MidCap”). In addition, interest on our mezzanine 
debt outstanding increased 45.7% during 2019 to 
$6.0 million.

1) In contrast to the presentation format of this table, our audit report includes depreciation, 
amortization and startup expenses in “operating expenses.”  
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Given the disappointing growth in net revenues, our 
earnings before interest, taxes, depreciation and 
amortization (EBITDA) margin declined for the year.  
As a result, our 2019 EBITDA of $8.6 million was flat 
relative to 2018.     

Unfortunately, with flat EBITDA growth on a more 
highly leveraged balance sheet, our earnings before 
junior interest and taxes (EBJIT) and our net income 
declined during 2019. 2019 EBJIT declined 16.2% 
to $4.2 million and net income swung to a $1.7 
million loss.

As a reminder for our investors, net income figures 
are effectively pre-tax (since we are a partnership for 
tax purposes, income is “passed through” to our 
members and no provision for income taxes is 
reflected in our financial statements).

EBITDA

EBJIT

Net Income
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2019 Balance Sheet 

During the year, total assets of Flock Financial, LLC 
on an unconsolidated basis increased from $83.6 
million at the end of 2018 to $104.8 million as of 
December 31, 2019.(1)

Finance receivables (also referred to as our net 
investment basis) represent our on-balance sheet 
portfolio investments less the portion of cash 
receipts applied against the investment balance.  
Before accounting for our valuation allowance, gross 
finance receivables outstanding on the balance 
sheet of Flock Financial, LLC equaled $96.9 million, 
up 38.9% over our 2018 year-end balance of $69.7 
million.  

Accounting for the valuation allowance, our net 
finance receivables outstanding equaled $91.2 
million as of December 31, 2019. On a consolidated 
basis inclusive of “side-car” participation interests 
and the noncontrolling JV interests of our clients, 
total net finance receivables outstanding equaled 
$106.1 million at year-end (please note that this 
$106.1 million consolidated balance is the same 
number that appears on the cover of the audited 
financial statements that accompany this report).

(1) In addition to the consolidated results of Flock Financial, LLC presented in our audited financial statements, Flock senior management also reviews certain financial data on an 
unconsolidated basis. These unconsolidated financial measures are not prepared in accordance with accounting principles generally accepted in the United States (“GAAP”). 
However, Flock senior management believes that these non-GAAP financial measures reflect an additional way of viewing aspects of Flock’s business that, when viewed with its 
GAAP results, provide a more complete understanding of factors and trends affecting Flock’s business.
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In terms of our portfolio composition, we continued to make progress in our diversification across product types and 
across clients.  The charts below break out our year-end net finance receivables by product for our on-balance sheet 
portfolios as of December 31, 2018 and as of December 31, 2019.  Expanding asset classes for us in 2018 included 
traditional non-performing credit card, judgments and performing auto loans. New asset classes for us in 2019 
included non-performing telecommunications accounts.

CONFIDENTIAL  |  100 Galleria Parkway Suite 990, Atlanta, GA 30339 FLOCK Specialty Finance  |  2019 ANNUAL REPORT10



Reflecting the expansion of our portfolios under management during 2019, FLOCK’s expected remaining net 
collections, or ERNC(1), increased 39.9% from $83.8 million at year-end 2018 to $117.2 million at year-end 2019.
The ERNC less our net investment basis yields our “Unrealized Net Profit” which increased 38.6% to $26.0 million as 
of December 31, 2019.

(1) ERNC includes the expected back-end “carry” accruing to Flock Financial, LLC from our “side-car” participation interests but excludes potential cash flows from Flock Middle Market 
Fund 14 which was acquired by Flock Financial, LLC in March 2015.
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During 2019, senior management recognized a need 
to moderate the amount of interest-paying leverage on 
our balance sheet to better align us with the 
deployment opportunities in our market.  After 
consultation with FLOCK Board members and our 
investment banking advisors at Keefe, Bruyette & 
Woods (“KBW”), we launched marketing for an equity 
recapitalization of the junior capital side of our balance 
sheet with one or more potential institutional investors.  
We continue to work towards a closing on this potential 
transaction, which will strengthen our balance sheet 
and allow us to raise additional institutional capital in 
the future to support the rapid growth of our 
deployments from both new and existing clients.  

During 2019, liabilities increased 25.3% from $83.6 
million at the beginning of the year to $104.8 million as 
of December 31, 2019.

The book value of equity for Flock Financial, LLC 
dipped from $10.1 million at the end of 2018 to $7.1 
million at December 31, 2019.  This decline resulted 
primarily from our net loss during the year and the 
8.0% cash dividends paid to holders of the Series A 
Preferred Units. 

The graphs to the right illustrate key balance sheet 
metrics for Flock Financial on an unconsolidated, or a 
“disaggregate basis”.(1)  Specifically, the finance 
receivables in these charts exclude the portion of our 
portfolios which is attributable to noncontrolling 
interests (i.e. receivables attributable to our joint 
venture clients and the participating entities of our 
“side-car” investors).

(1) In addition to the consolidated results of Flock Financial, LLC presented in 
our audited financial statements, Flock senior management also reviews certain 
financial data on an unconsolidated basis.  These unconsolidated financial 
measures are not prepared in accordance with accounting principles generally 
accepted in the United States (“GAAP”).  However, Flock senior management 
believes that these non-GAAP financial measures reflect an additional way of 
viewing aspects of Flock’s business that, when viewed with its GAAP results, 
provide a more complete understanding of factors and trends affecting Flock’s 
business.
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elliottdavis.com

Independent Auditor’s Report

To the Members
Flock Financial, LLC
Atlanta, Georgia

Report on the Consolidated Financial Statements

We have audited the accompanying consolidated financial statements of Flock Financial, LLC and Consolidated 
Entities, which comprise the consolidated balance sheets as of December 31, 2019 and 2018, and the related 
consolidated statements of income, changes in equity and cash flows for the years then ended, and the related 
notes to the consolidated financial statements. 

Management's Responsibility for the Consolidated Financial Statements

Management is responsible for the preparation and fair presentation of these consolidated financial statements 
in accordance with accounting principles generally accepted in the United States of America; this includes the 
design, implementation, and maintenance of internal control relevant to the preparation and fair presentation of 
consolidated financial statements that are free from material misstatement, whether due to fraud or error. 

Auditor's Responsibility

Our responsibility is to express an opinion on these consolidated financial statements based on our audits. We 
conducted our audits in accordance with auditing standards generally accepted in the United States of America. 
Those standards require that we plan and perform the audits to obtain reasonable assurance about whether the 
consolidated financial statements are free from material misstatement. 

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the 
consolidated financial statements. The procedures selected depend on the auditor's judgment, including the 
assessment of the risks of material misstatement of the consolidated financial statements, whether due to fraud 
or error. In making those risk assessments, the auditor considers internal control relevant to the entity's 
preparation and fair presentation of the consolidated financial statements in order to design audit procedures 
that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness 
of the entity's internal control. Accordingly, we express no such opinion. An audit also includes evaluating the 
appropriateness of accounting policies used and the reasonableness of significant accounting estimates made by 
management, as well as evaluating the overall presentation of the consolidated financial statements. 

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit 
opinion. 
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Opinion

In our opinion, the consolidated financial statements referred to above present fairly, in all material respects, the 
financial position of Flock Financial, LLC and Consolidated Entities as of December 31, 2019 and 2018, and the 
results of their operations and their cash flows for the years then ended in accordance with accounting principles 
generally accepted in the United States of America.

Supplemental Consolidating Information

Our audits were conducted for the purpose of forming an opinion on the consolidated financial statements as a 
whole. The accompanying consolidating supplemental information is presented for purposes of additional analysis 
rather than to present the financial position and results of operations of the individual companies and is not a 
required part of the consolidated financial statements. Such information is the responsibility of management and 
was derived from and relates directly to the underlying accounting and other records used to prepare the 
consolidated financial statements. The consolidating supplemental information has been subjected to the auditing 
procedures applied in the audit of the consolidated financial statements and certain additional procedures, 
including comparing and reconciling such information directly to the underlying accounting and other records 
used to prepare the consolidated financial statements or to the consolidated financial statements themselves, 
and other additional procedures in accordance with auditing standards generally accepted in the United States of 
America. In our opinion, the information is fairly stated in all material respects in relation to the consolidated 
financial statements as a whole.

Greenville, South Carolina
April 29, 2020



See Notes to Consolidated Financial Statements
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Flock Financial, LLC and Consolidated Entities
Consolidated Balance Sheets
As of December 31, 2019 and 2018

2019 2018
Assets

Assets
Cash and cash equivalents 2,797,147$      10,601,426$    
Finance receivables, net (allowance of $5,678,971 and $3,934,885

as of December 31, 2019 and 2018, respectively) 106,053,358    80,120,925      
Accounts receivable 8,879,051         3,930,357         
Prepaid expense and other assets 382,211            965,368            
Property and equipment, net 5,378                 6,890                 
Intangible assets, net -                          229,249            
Goodwill, net 337,341            433,781            

Total assets 118,454,486$  96,287,996$    

Liabilities and Equity

Liabilities
Senior revolving line of credit 4,500,000$      -$                       
Senior term loan, net of deferred loan costs 47,818,543      28,375,510      
Subordinated promissory notes 42,634,698      41,781,230      
Accounts payable 31,475              179,797            
Accrued expenses 760,023            702,466            
Dividends payable 321,730            610,438            
Deferred revenue 398,238            199,282            

Total liabilities 96,464,707      71,848,723      

Equity
Flock Financial, LLC Equity

Series A preferred units, 40,000,000 units authorized, 
16,006,013 and 14,916,608 units issued and outstanding as of
December 31, 2019 and 2018, respectively 15,716,520      14,627,115      

Class B common units, 10,000,000 units authorized,
5,191,500 units issued and outstanding as of
December 31, 2019 and 2018, respectively 3,681,769         3,681,769         

Class C common units, 10,000,000 units authorized, 
3,448,000 units issued and outstanding as of
December 31, 2019 and 2018, respectively 3,392,857         3,392,857         

Additional paid

-

in capital 220,536            220,536            
Accumulated deficit (15,867,197)     (11,796,484)     

Total Flock Financial, LLC equity 7,144,485         10,125,793      
Noncontrolling interests 14,845,294      14,313,480      

Total equity 21,989,779      24,439,273      
Total liabilities and equity 118,454,486$  96,287,996$    



See Notes to Consolidated Financial Statements
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Flock Financial, LLC and Consolidated Entities
Consolidated Statements of Income
For the years ended December 31, 2019 and 2018

2019 2018

Revenues
Income recognized on finance receivables, net 19,651,978$    11,153,032$    
Fee income 2,532,858        2,333,958        

Total revenues, net 22,184,836      13,486,990      

Operating expenses
Personnel expense 3,179,198        2,846,634        
General and administrative 1,615,571        1,842,658        

Total operating expenses 4,794,769        4,689,292        
Income from operations 17,390,067      8,797,698        

Other expense
Interest expense (9,991,199)       (7,040,652)       

Net income 7,398,868        1,757,046        

Net income attributable to noncontrolling interests 9,090,069        745,347            
Net income (loss) attributable to Flock Financial, LLC (1,691,201)$     1,011,699$      
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See Notes to Consolidated Financial Statements
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Flock Financial, LLC and Consolidated Entities
Consolidated Statements of Cash Flows
For the years ended December 31, 2019 and 2018

2019 2018

Operating activities
Net income 7,398,868$      1,757,046$      
Adjustments to reconcile net income to net

cash flows provided by operating activities:
Depreciation and amortization 858,831            1,023,504         
Provision for loan loss allowance 1,744,086         1,345,725         
Gain on sale of finance receivables (507,209)           (181,985)           
Payment-in-kind interest 853,468            586,203            
Changes in operating assets and liabilities:

Accounts receivable (4,948,694)       739,619            
Prepaid expense and other assets 498,215            (854,854)           
Accounts payable (148,322)           44,034              
Accrued expenses 57,557              100,072            
Deferred revenue 198,956            10,375              

Net cash flows provided by operating activities 6,005,756         4,569,739         

Investing activities
Purchases of finance receivables, net of buybacks (93,477,000)     (64,207,131)     
Collections applied to finance receivables 54,275,309      64,293,722      
Proceeds from sale of finance receivables 12,032,381      4,567,099         
Purchases of fixed assets (3,655)               (1,555)               

Net cash flows used in (provided by) investing activities (27,172,965)     4,652,135         

Financing activities
Net repayments on revolving line of credit -                         (38,000,000)     
Borrowings on senior term loan 19,000,000      30,000,000      
Borrowings on senior line of credit 64,463,060      5,000,000         
Repayments on senior line of credit (59,963,060)     (5,000,000)       
Borrowings on subordinated promissory notes -                         20,800,000      
Deferred loan costs paid -                         (1,783,239)       
Dividends paid (18,674,377)     (20,559,260)     
Contributions by noncontrolling interests 8,537,307         9,636,622         

Net cash flows provided by financing activities 13,362,930      94,123              
Net change in cash and cash equivalents (7,804,279)       9,315,997         

Cash and cash equivalents, beginning of year 10,601,426      1,285,429         
Cash and cash equivalents, end of year 2,797,147$      10,601,426$    

Cash paid for:
Interest 9,375,987$      6,587,026$      

Noncash investing and financing activities:
Dividends payable on Series A preferred units 321,730$          610,438$          
Derecognition of variable interest entity (2,653,274)$     (866,791)$        



Flock Financial, LLC and Consolidated Entities
Notes to Consolidated Financial Statements 
December 31, 2019 and 2018
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Note 1. Summary of Significant Accounting Policies and Nature of Business

Principles of consolidation and basis of presentation:

The accompanying consolidated financial statements include the accounts of Flock Financial, LLC and its wholly 
owned subsidiary Flock SPV I, LLC, and variable interest entities (“VIEs”) FMMF CCG JV, FMMF CF JV, FMMF CKS 
JV, FMMF CRS JV, FMMF CSC JV, FMMF CVI JV, FMMF DEC JV, FMMF DIV JV, FMMF DIV II JV, FMMF ECCO JV, 
FMMF FFIFV JV, FMMF FPVI JV, FMMF FRH JV, FMMF GTM JV, FMMF HA JV, FMMF HDH JV, FMMF ICON JV, FMMF 
JTM JV, FMMF CSC JV, FMMF LGI JV, FMMF LS JV, FMMF LTD JV, FMMF PER JV, FMMF PDK JV, FMMF RDS JV, 
FMMF RSG JV, and FMMF SCM JV (collectively, the “Companies”). There is no activity for Flock SPV II, LLC for the 
years ended December 31, 2019 and 2018.

Flock Financial, LLC has identified FMMF CCG JV, FMMF CF JV, FMMF CKS JV, FMMF CRS JV, FMMF CSC JV, FMMF 
CVI JV, FMMF DEC JV, FMMF DIV JV, FMMF DIV II JV, FMMF ECCO JV, FMMF FFIFV JV, FMMF FPVI JV, FMMF FRH 
JV, FMMF GTM JV, FMMF HA JV, FMMF HDH JV, FMMF ICON JV, FMMF JTM JV, FMMF LCSC JV, FMMF LGI JV, 
FMMF LS JV, FMMF LTD JV, FMMF PER JV, FMMF PDK JV, FMMF RDS JV, FMMF RSG JV, and FMMF SCM JV as 
variable interest entities. As the primary beneficiary, Flock Financial, LLC has consolidated the financial statements 
of these variable interest entities. All significant intra-company transactions and balances have been eliminated 
in consolidation.

Noncontrolling interests represent the noncontrolling members' share of the underlying net assets of the 
consolidated entities. These interests have been aggregated and separately identified in the consolidated balance 
sheets. Earnings from these noncontrolling interests have also been aggregated and separately classified in the 
consolidated statements of income.

Description of business:

Flock Financial, LLC

Flock Financial, LLC, formed in 2013 as a Delaware limited liability company, Flock SPV I, LLC and Flock SPV II, LLC, 
formed in 2018 as a Delaware limited liability companies, (collectively “Flock”) are specialty finance companies
providing funding to third parties across a broad range of financial assets through joint ventures. Flock derives its 
revenue from its proportionate collections from portfolios of defaulted consumer receivables and performing sub-
prime consumer receivables and related fees for funding origination and portfolio management.

Defaulted consumer receivables are unpaid financial commitments to credit originators, including banks, credit 
unions, consumer finance companies, commercial retailers, and telecommunication companies. Flock also 
finances third parties in the purchase of tax liens directly from taxing authorities.



Flock Financial, LLC and Consolidated Entities
Notes to Consolidated Financial Statements 
December 31, 2019 and 2018
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Note 1. Summary of Significant Accounting Policies and Nature of Business, Continued

Description of business, continued:

FMMF CCG JV, FMMF CF JV, FMMF CKS JV, FMMF CRS JV, FMMF CSC JV, FMMF CVI JV, FMMF DEC JV, FMMF DIV 
JV, FMMF DIV II JV, FMMF ECCO JV, FMMF FFIFV JV, FMMF FPVI JV, FMMF FRH JV, FMMF GTM JV, FMMF HA JV, 
FMMF HDH JV, FMMF ICON JV, FMMF JTM JV, FMMF LCSC JV, FMMF LGI JV, FMMF LS JV, FMMF LTD JV, FMMF 
PER JV, FMMF PDK JV, FMMF RDS JV, FMMF RSG JV, and FMMF SCM JV

FMMF CCG JV, FMMF CF JV, FMMF CKS JV, FMMF CRS JV, FMMF CSC JV, FMMF CVI JV, FMMF DEC JV, FMMF DIV 
JV, FMMF DIV II JV, FMMF ECCO JV, FMMF FFIFV JV, FMMF FPVI JV, FMMF FRH JV, FMMF GTM JV, FMMF HA JV, 
FMMF HDH JV, FMMF ICON JV, FMMF JTM JV, FMMF LCSC JV, FMMF LGI JV, FMMF LS JV, FMMF LTD JV, FMMF
PER JV, FMMF PDK JV, FMMF RDS JV, FMMF RSG JV, and FMMF SCM JV are joint ventures between Flock and third 
parties which were formed for the purpose of financing the purchase of portfolios of defaulted consumer 
receivables and performing sub-prime consumer receivables at deep discounts to face value. On behalf of the 
joint venture, the third parties manage the recovery of such receivables by working with individuals as they repay 
their obligations and work toward financial recovery. The joint ventures do not recognize any revenue or expenses 
and all collections, net of collection and related expenses, are distributed to Flock and the third parties based on 
the joint venture agreements.

Finance receivables and revenue recognition:

In accordance with the authoritative guidance for loans and debt securities acquired with deteriorated credit 
quality, discrete receivable portfolio purchases during a quarter are aggregated into pools based on common risk 
characteristics. Once a static pool is established, the portfolios are permanently assigned to the pool. The discount 
(i.e., the difference between the cost of each static pool and the related aggregate contractual receivable balance) 
is not recorded because the Companies expect to collect a relatively small percentage of each static pool's 
contractual receivable balance. As a result, receivable portfolios are recorded at cost at the time of acquisition.

The agreements to purchase the aforementioned receivables include general representations and warranties 
from the sellers covering account holder death or bankruptcy and accounts settled or disputed prior to sale. The 
representation and warranty period permitting the return of these accounts from the Companies to the seller is 
typically 90 to 180 days. Any funds received from the seller of finance receivables as a return of purchase price 
are referred to as buybacks. Buyback funds are applied against the finance receivable balance received and are 
not included in the Companies' cash collections from operations.



Flock Financial, LLC and Consolidated Entities
Notes to Consolidated Financial Statements 
December 31, 2019 and 2018
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Note 1. Summary of Significant Accounting Policies and Nature of Business, Continued

Finance receivables and revenue recognition, continued:

The Companies account for their investments in consumer receivable portfolios using either the interest method 
or the cost recovery method as follows:

The interest method applies an internal rate of return (“IRR”) to the cost basis of the pool, which remains 
unchanged throughout the life of the pool, unless there is an increase in subsequent expected cash flows. 
Subsequent increases in expected cash flows are generally recognized prospectively through an upward 
adjustment of the pool's IRR over its remaining life. Subsequent decreases in expected cash flows do not 
change the IRR, but are recognized as an allowance to the cost basis of the pool, and are reflected in the 
consolidated statements of income as a reduction in revenue, with a corresponding valuation allowance, 
offsetting the finance receivables in the consolidated balance sheets. The Companies account for each 
static pool as a unit for the economic life of the pool (similar to one loan) for recognition of revenue from 
receivable portfolios, for collections applied to the cost basis of receivable portfolios and for provision for 
loss or allowance. Revenue from receivable portfolios is accrued based on each pool's IRR applied to each 
pool's adjusted cost basis. The cost basis of each pool is decreased by gross collections and portfolio 
allowances.

The cost recovery method is utilized by the Companies to account for portfolios if the amount and timing 
of future cash collections on a pool of receivables are not reasonably estimable (Cost Recovery Portfolios). 
The accounts in these portfolios have different risk characteristics than those included in other portfolios, 
accordingly, they were not aggregated with other portfolios. See Note 2 "Finance Receivables and Credit 
Quality Information" for further discussion.

Certain receivables are secured by tax liens. Repayment of the tax liens is generally dependent on the property 
owner but can also come through payments from other lien holders or foreclosure on the properties. The 
Companies record these receivables secured by property tax liens at their outstanding principal balances, adjusted 
for, if any, charge-offs, allowance for losses, and deferred fees or costs. 

Revenue recognized is reported on the interest method and includes amortization of net deferred fees and costs 
over the term of the agreements, as well as gains and losses on the disposition of investments in consumer 
receivable portfolios. 

The Companies accrue interest on all past due receivables secured by tax liens as the receivables are collateralized 
by tax liens that are in a priority position over most other liens on the properties.



Flock Financial, LLC and Consolidated Entities
Notes to Consolidated Financial Statements 
December 31, 2019 and 2018
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Note 1. Summary of Significant Accounting Policies and Nature of Business, Continued

Allowance for losses:

The Companies account for their investments in receivable portfolios using either the interest method or the cost 
recovery method. The interest method applies an IRR to the cost basis of the pool, which remains unchanged 
throughout the life of the pool, unless there is an increase in subsequent expected cash flows. Subsequent 
increases in expected cash flows are generally recognized prospectively through an upward adjustment of the 
pool's IRR over its remaining life. Subsequent decreases in expected cash flows do not change the IRR, but are 
recognized as an allowance to the cost basis of the pool, and are reflected in the consolidated statements of 
income as a reduction in revenue, with a corresponding valuation allowance, offsetting the investment in 
receivable portfolios in the consolidated balance sheets. 

The Companies utilize their proprietary forecasting models to continuously evaluate the economic life of each 
pool. The collection forecast of each pool is generally estimated to be between 28 to 60 months based on the 
expected collection period of each pool. The Companies expect to experience collections beyond the 28 to 60 
month collection forecast.

The allowance for losses on receivables secured by property tax liens is evaluated on a regular basis by 
management and is based upon management's periodic review of the collectability in light of historical 
experience, the nature and volume of the receivable portfolios, adverse situations that may affect the borrower's 
ability to repay, the estimated value of the underlying collateral and prevailing economic conditions. The primary 
factor the Companies use to evaluate each receivable is the lien to value ratio, which is typically between 25% and 
40%. Management will continue to monitor estimated values on the underlying properties in order to assess the 
ultimate collection of these receivables. 

Cash and cash equivalents:

The Companies consider all highly liquid instruments purchased with an original maturity of three months or less 
to be cash equivalents. The Companies maintain at various financial institutions, cash accounts which may exceed 
federally insured amounts at times and which may at times significantly exceed consolidated balance sheet 
amounts due to outstanding checks. 

As of December 31, 2019 and 2018, the Companies had approximately $2,547,000 and $10,351,000, respectively, 
of cash and cash equivalents in excess of federal deposit insurance.

Accounts receivable:

Accounts receivable represent collections on finance receivables, net of collection expense, held by third party 
collectors and due to the Companies. The Companies perform ongoing credit evaluations of third party collectors 
and generally require no collateral due to the contractual nature of the relationship. The Companies periodically 
evaluate the need for an allowance for doubtful accounts based upon factors surrounding the credit risk of specific 
third party collectors, historical trends, and other information. As of December 31, 2019 and 2018, no allowance 
has been established.



Flock Financial, LLC and Consolidated Entities
Notes to Consolidated Financial Statements 
December 31, 2019 and 2018
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Note 1. Summary of Significant Accounting Policies and Nature of Business, Continued

Property and equipment:

Property and equipment are stated at cost less accumulated depreciation. Depreciation is provided using the 
straight-line method over the estimated useful lives of the assets which range from 3 to 5 years. Expenditures for 
repairs and maintenance are charged to expense as incurred and additions and improvements that significantly 
extend the lives of assets are capitalized. Upon sale or other retirement of depreciable property, the cost and 
accumulated depreciation are removed from the related accounts and any gain or loss is reflected in operations.

Intangible assets:

Intangible assets consist of customer relationships and proprietary processes. The intangibles were contributed 
to the Companies by members of management in exchange for Class B common units and are being amortized on 
a straight-line basis over their estimated lives. Amortization expense charged to operations each year was 
$229,249 and 457,833 for 2019 and 2018, respectively.

Deferred loan costs:

Deferred loan costs incurred in connection with the issuance of debt are capitalized and amortized to interest 
expense based on the related debt agreements on the straight-line method, which approximates the effective 
interest method. Unamortized amounts incurred in connection with the Companies’ debts are recorded as a 
reduction to the carrying amount of the related debt.

At December 31, 2019 and 2018, deferred loan costs totaled $1,181,457 and $1,624,490, respectively, net of 
accumulated amortization of $590,670 and $147,638, respectively. Amortization expense related to deferred loan 
costs for the years ended December 31, 2019 and 2018 was $443,032 and $448,609, respectively, and is included 
in interest expense in the accompanying consolidated statements of income. Amortization expense is estimated 
to be $443,032 during the years 2020 through 2021 and $295,393 for 2022.

Long-lived assets:

Long-lived assets, such as property and equipment and finite life intangibles, are reviewed for impairment 
whenever events or changes in circumstances indicate that the carrying amount of an asset may not be 
recoverable. Recoverability of assets to be held and used is measured by a comparison of the carrying amount of 
an asset to estimated undiscounted future cash flows expected to be generated by the asset. If the carrying 
amount of an asset exceeds its estimated future cash flows, an impairment charge is recognized by the amount 
by which the carrying amount of the asset exceeds the fair value of the asset. The Companies determined that as 
of December 31, 2019 and 2018, no equipment or intangible assets subject to amortization were impaired.
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Note 1. Summary of Significant Accounting Policies and Nature of Business, Continued

Goodwill:

In January 2014, the Financial Accounting Standards Board issued guidance allowing private companies a 
simplified accounting alternative for the subsequent measurement of goodwill. This guidance was effective 
prospectively for goodwill existing as of the beginning of the period of adoption and new goodwill recognized in 
annual periods beginning after December 15, 2014, with early adoption permitted. Effective June 12, 2014, the 
Companies adopted this alternative accounting model for goodwill. Accordingly, the Companies began to amortize 
goodwill on a straight-line basis over a period of 10 years. The Companies will test its goodwill for impairment 
only upon the occurrence of an event or circumstance that may indicate that the fair value at the entity level is 
less than its reported value. Amortization expense charged to operations was $96,440 for each of the years ended 
December 31, 2019 and 2018.

Estimates and uncertainties:

The preparation of consolidated financial statements in conformity with generally accepted accounting principles 
requires management to make estimates and assumptions that affect the reported amounts of assets and 
liabilities and disclosure of contingent assets and liabilities at the date of the consolidated financial statements 
and the reported amounts of revenues and expenses during the reporting period. Actual results could differ from 
those estimates.

Fair value measurements:

Fair value is defined as the price that would be received to sell an asset or paid to transfer a liability in an orderly 
transaction between market participants at the measurement date. Generally accepted accounting principles 
establish a fair value hierarchy which gives the highest priority to observable inputs such as quoted prices in active 
markets for identical assets or liabilities (Level 1), the next highest priority to inputs from observable data other 
than quoted prices (Level 2) and the lowest priority to unobservable inputs (Level 3). Inputs are broadly defined 
as assumptions market participants would use in pricing an asset or liability. 

The Companies' financial instruments consist of cash and cash equivalents, accounts receivable, accounts payable,
accrued expenses, senior line of credit, and senior term loan. As of December 31, 2019 and 2018, the reported 
values of these items approximated their fair values based on the short-term nature of these investments.

The Companies' finance receivables are recorded at cost, which represents a significant discount from the 
contractual receivables due. The Companies compute the fair value of its finance receivables by discounting the 
estimated future cash flows generated by its proprietary forecasting models, using an estimated market 
participant cost to collect of approximately 32.99%, excluding any executory costs, and a discount rate of 
approximately 12%. Using this method, the fair value of finance receivables approximates book value as of
December 31, 2019 and 2018.

Advertising:

Advertising costs are expensed as incurred. Advertising expense totaled $141,827 and $94,564 for the years ended 
December 31, 2019 and 2018, respectively.
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Note 1. Summary of Significant Accounting Policies and Nature of Business, Continued

Loan origination revenue:

The Companies collect a loan origination fee on initial investment typically equal to 1% to 3% of the investment 
amount. The Companies recognize on initial investment an amount of revenue equal to the costs incurred in 
making the investment. Any amounts in excess of costs incurred are recognized on a straight-line basis over 24 
months, the average expected life of the portfolio. Loan origination revenue is included in fee income within the 
Consolidated Statements of Income.

Management fee revenue:

The Companies charge a management fee for overseeing the portfolios. This fee ranges from 1% to 2% of the 
gross collections and is recognized as revenue on a monthly basis based on collections for the month.
Management fee revenue is included in fee income within the Consolidated Statements of Income.

Income taxes:

The Companies are organized as limited liability companies or partnerships and the members or partners are liable 
for their proportionate share of the Companies' taxable income. Therefore, no provision for income taxes is 
reflected in these consolidated financial statements.

The benefit of a tax position is recognized in the consolidated financial statements in the period during which, 
based on all available evidence, management believes it is more likely than not that the position will be sustained 
upon examination, including the resolution of appeals or litigation processes, if any. Tax positions that meet the 
more likely-than-not recognition threshold are measured as the largest amount of tax benefit that is more than 
50% likely of being realized upon settlement with the applicable taxing authority. As of December 31, 2019 and 
2018, the Companies have not recognized liabilities for uncertain tax positions or associated interest and 
penalties.

Recently issued accounting pronouncements:

In May 2014, the Financial Accounting Standards Board (FASB) issued Accounting Standards Update (ASU) No. 
2014-09, Revenue from Contracts with Customers (Topic 606), which provides guidance to change the recognition 
of revenue from contracts with customers. The core principle of the new guidance is that an entity should 
recognize revenue to reflect the transfer of goods and services to customers in an amount equal to the 
consideration the entity receives or expects to receive. The Company applied the guidance using a modified 
retrospective approach. The scope of the guidance explicitly excludes revenues for financial assets and liabilities 
including loans and securities. Accordingly, the majority of the Company’s revenues were not affected. The 
Company’s accounting policies did not change materially since the principles of revenue recognition from the ASU 
are largely consistent with existing guidance and current practices applied by the Company’s business. The 
Company did not identify material changes to the timing or amount of revenue recognition. The Company has 
provided qualitative disclosures of the performance obligations related to its revenue recognition and continues 
to evaluate disaggregation for significant categories of revenue in the scope of the guidance.
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Note 1. Summary of Significant Accounting Policies and Nature of Business, Continued

Recently issued accounting pronouncements, continued:

In February 2016, the FASB issued ASU No. 2016-02, Leases (Subtopic 842), which amends the Leases topic of the 
Accounting Standards Codification to require all leases with lease terms over 12 months to be capitalized as a 
right-of-use asset and lease liability on the consolidated balance sheet at the date of lease commencement. 
Leases will be classified as either finance leases or operating leases. This distinction will be relevant for the pattern 
of expense recognition in the consolidated statement of operations. The amendments will be effective for fiscal 
years beginning after December 15, 2020, and interim periods within fiscal years beginning after December 15, 
2021. Early adoption is permitted. The Company is currently in the process of evaluating the impact of adoption 
of this guidance on the consolidated financial statements. 

In June 2016, the FASB issued ASU 2016-13, Financial Instruments-Credit Losses (Topic 326): Measurement of 
Credit Losses on Financial Instruments. The ASU requires an organization to measure all expected credit losses 
for financial assets held at the reporting date based on historical experience, current conditions, and reasonable 
and supportable forecasts. ASU 2016-13 applies to all financial assets carried at amortized costs, including the 
Company’s investment in receivable portfolios, which are defined as purchased credit deteriorated (PCD) 
financial assets under CECL. In November 2019, the FASB issued guidance to defer the effective dates for private 
companies applying standards on current expected credit losses and leases. As a result of this delay, the 
Company’s effective date for CECL was delayed to fiscal years beginning after December 15, 2022. The Company 
is currently evaluating the effect that implementation of the new standard will have on its financial position, 
results of operations, and cash flows.

Other accounting standards that have been issued or proposed by the FASB or other standards-setting bodies are 
not expected to have a material impact on the Company’s financial position, results of operations or cash flows.

Subsequent events:

The Companies have evaluated subsequent events for potential recognition and disclosure through April 29, 2020, 
the date the consolidated financial statements were available to be issued.

The 2019 novel coronavirus (or “COVID-19”) has adversely affected, and may continue to adversely affect
economic activity globally, nationally and locally. It is unknown the extent to which COVID-19 may spread, may 
have a destabilizing effect on financial and economic activity and may increasingly have the potential to negatively 
impact the Company’s and its customers’ costs, demand for the Company’s services, and the U.S. economy.  These 
conditions could adversely affect the Company’s business, financial condition, and results of operations. Further, 
COVID-19 may result in health or other government authorities requiring the closure of the Company’s operations 
or other businesses of the Company’s customers and suppliers, which could significantly disrupt the Company’s 
operations and the operations of the Company’s customers. The extent of the adverse impact of the COVID-19 
outbreak on the Company cannot be predicted at this time.
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Note 2. Finance Receivables and Credit Quality Information

Changes in finance receivables for the years ended December 31, 2019 and 2018, are as follows:

Level Yield Cost Recovery
Portfolios Portfolios Total

Balance, December 31, 2017 $ 79,348,718 $ 6,589,637 $ 85,938,355
Acquisition of finance receivables 61,982,183 2,224,948 64,207,131
Cash collections, net (73,866,409) (7,311,184) (81,177,593)
Income recognized on finance receivables, net 9,751,850 1,401,182 11,153,032

Cash collections applied to principal (64,114,559) (5,910,002) (70,024,561)
Balance, December 31, 2018 77,216,342 2,904,583 80,120,925

Acquisition of finance receivables 93,477,000 - 93,477,000
Cash collections, net (86,337,591) (858,954) (87,196,545)
Income recognized on finance receivables, net 19,584,804 67,174 19,651,978

Cash collections applied to principal (66,752,787) (791,780) (67,544,567)
Balance, December 31, 2019 $ 103,940,555 $ 2,112,803 $ 106,053,358

Based on current projections, cash applied to principal for level yield portfolios is estimated subsequent to 
December 31, 2019, as follows:

2020 $ 50,965,320
2021 31,089,460
2022 14,137,118
2023 5,814,385
2024 1,934,272

$ 103,940,555

Accretable yield represents the amount of revenue the Companies expect to generate over the remaining life of 
its existing investment in receivable portfolios based on estimated future cash flows. Total accretable yield is the 
difference between future estimated collections and the current carrying value of a portfolio. All estimated cash 
flows on portfolios where the cost basis has been fully recovered are classified as zero basis cash flows. The 
following table summarizes the Companies' accretable yield at the beginning and end of the years presented:
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Note 2. Finance Receivables and Credit Quality Information, Continued

2019 2018

Accretable yield, beginning balance $ 38,859,358 $ 33,569,770
Net additions on existing receivables 6,927,885 6,029,666
Additions for current purchases 22,660,076 14,932,758
Increase (decrease) in expected cash flows of receivables (5,983,832) (2,298,568)
Derecognition of VIEs 4,048,987 (1,508,631)
Disposal of receivables (507,209) (181,985)
Revenue recognized, net (19,690,037) (11,683,652)

Accretable yield, ending balance $ 46,315,288 $ 38,859,358

During the year ended December 31, 2019, the Companies purchased receivable portfolios with a face value of 
$6,670,548,840 for $93,477,000 or a purchase cost of 1.4% of face value. During the year ended December 31, 
2018, the Companies purchased receivable portfolios with a face value of $965,452,754 for $64,207,131 or a 
purchase cost of 6.7% of face value. Finance receivables consist of the following as of December 31, 2019 and 
2018:

2019 2018

Performing, consumer loans $ 17,420,263 $ 7,329,593
Patient self-pay remainder 2,402,962 1,192,492
Tax liens on real estate 1,862,758 1,688,718
Consumer loans, revolving credit, utility and medical accounts 89,127,728 65,324,379
Plaintiff cash advances 419,266 5,254,403
Performing merchant cash advances 332,639 1,365,213
Judgments 166,713 1,901,012

$ 111,732,329 $ 84,055,810

Note 3. Property and Equipment

Property and equipment consist of the following at December 31:

2019 2018

Leasehold improvements $ 88,785 $ 88,785
Computers 15,705 12,050

104,490 100,835
Accumulated depreciation (99,112) (93,945)

$ 5,378 $ 6,890

Depreciation expense for the year ended December 31, 2019 and 2018, totaled $5,167 and $20,622, respectively.



Flock Financial, LLC and Consolidated Entities
Notes to Consolidated Financial Statements 
December 31, 2019 and 2018

17

Note 4. Intangible Assets and Goodwill

Intangible assets and goodwill consist of the following at December 31:

Lives 2019 2018

Cost
Customer relationships 6 years $ 2,171,000 $ 2,171,000
Proprietary processes 6 years 576,000 576,000
Goodwill 10 years 964,401 964,401

3,711,401 3,711,401
Accumulated amortization

Customer relationships (2,171,000) (1,989,821)
Proprietary processes (576,000) (527,930)
Goodwill (627,060) (530,620)

(3,374,060) (3,048,371)
$ 337,341 $ 663,030

As of December 31, 2019, all intangible assets were fully amortized. The estimated amortization of goodwill for 
the years subsequent to December 31, 2019, is as follows:

2020 $ 96,440
2021 96,440
2022 96,440
2023 48,021

$ 337,341

Note 5. Senior Line of Credit

In August 2018, Flock refinanced the existing senior revolving credit facility (the “Senior Line of Credit”) and
entered into a senior facility with both a new revolving Senior Line of Credit and a Senior Term Loan (Note 6) with 
another financial institution. Under the new revolving Senior Line of Credit, Flock may draw up to a maximum 
principal amount of $5,000,000, with limitations on the borrowing base, as defined in the credit agreement. The 
new Senior Line of Credit and Senior Term Loan have a combined aggregate required minimum draw (Note 6). 
Amounts outstanding under the Senior Line of Credit bear interest at the one month LIBOR market index rate plus 
an applicable margin of 6.5% (which results in an actual combined rate of 8.30% at December 31, 2019). Flock also 
incurs an unused fee on the unused portion of the Senior Line of Credit at a rate of 0.50%. As of December 31, 
2019, the outstanding balance under the Senior Line of Credit was $4,500,000. As of December 31, 2018, the 
outstanding balance under the Senior Line of Credit was $0.

The Senior Line of Credit is cross-collateralized by substantially all of the assets of Flock. Flock is required to 
maintain minimum financial ratios and compliance with certain affirmations as defined in the credit agreement. 
The aggregate amount of all advances under the Senior Line of Credit is due and payable on the termination date 
in August 2022.



Flock Financial, LLC and Consolidated Entities
Notes to Consolidated Financial Statements 
December 31, 2019 and 2018

18

Note 6. Senior Term Loan

In August 2018, Flock entered into a $70,000,000 senior term facility (the “Senior Term Loan”) which included an 
initial draw of $30,000,000 on the Senior Term Loan. Flock, as permitted by the credit agreement, pays monthly
interest-only payments. Amounts outstanding under the Senior Term Loan bear interest at the one month LIBOR 
market index rate plus an applicable margin of 6.5% (8.30% at December 31, 2019). Flock also incurs an unused 
fee on the unused portion of the Senior Term Loan at a rate of 0.50%. The Senior Term Loan matures in August 
2022, when a balloon payment of the outstanding balance is due and payable in full. As of December 31, 2019, 
the outstanding balance under the Senior Term Loan was $49,000,000. The December 31, 2019 outstanding 
balance under the Senior Term Loan of $47,818,543 is net of unamortized deferred loan costs of $1,181,457. As 
of December 31, 2018, the outstanding balance under the Senior Term Loan was $30,000,000. The December 31, 
2018 outstanding balance under the Senior Term Loan of $28,375,510 was net of unamortized deferred loan costs 
of $1,624,490.

The Senior Line of Credit and Senior Term Loan have a combined aggregate required minimum draw scheduled as 
follows:

August 2018 – February 2019 $ 25,000,000
March 2019 – November 2019 35,000,000
December 2019 – May 2020 45,000,000
June 2020 – November 2020 55,000,000
December 2020 – May 2021 65,000,000
June 2021 – August 2022 75,000,000

The Senior Term Loan is cross-collateralized by substantially all of the assets of Flock. Flock is required to maintain 
minimum financial ratios and compliance with certain affirmations as defined in the credit agreement. A financial 
covenant requires that Flock’s liquidity, a combination of unrestricted cash plus excess availability under the 
borrowing base, remain at or above $2,000,000 at all times. 

In April 2019, Flock entered into a $10,000,000 senior term facility (the “Senior Term Facility”). Flock, as permitted 
by the credit agreement, pays monthly interest-only payments. Amounts outstanding under the Senior Term 
Facility bear interest at the one month LIBOR market index rate plus an applicable margin of 10.5% (12.3% at 
December 31, 2019). Flock also incurs an unused fee on the unused portion of the Senior Term Loan at a rate of 
0.50%. The Senior Term Facility matures in April 2022, when a balloon payment of the outstanding balance is due 
and payable in full. As of December 31, 2019, the outstanding balance under the Senior Term Loan was $0. 

The Senior Term Facility has a required minimum draw after the initial funding date (the “Initial Funding Date”), 
the date of the initial advance made, scheduled as follows:

Initial Funding Date – 6 Months After Initial Funding Date $ 3,000,000
6 Months After Initial Funding Date – 12 Months After Initial Funding Date 7,500,000
12 Months After Initial Funding Date - Thereafter 9,500,000

As of December 31, 2019, the Company has not drawn any amount from the Senior Term Facility. The Senior Term 
Facility is cross-collateralized by substantially all of the assets of Flock. Flock is required to maintain minimum 
financial ratios and compliance with certain affirmations as defined in the credit agreement. 
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Note 7. Subordinated Promissory Notes

During October 2016, Flock entered into 7 separate subordinated promissory notes totaling $4,100,000, with 
individual investors to raise capital. During December 2016, Flock entered into 3 separate subordinated 
promissory notes totaling $7,200,000. During January 2017, Flock entered into 3 separate subordinated 
promissory notes totaling $4,000,000. During February 2017, Flock entered into 5 separate subordinated 
promissory notes totaling $2,850,000. During March 2017, Flock entered into 2 separate subordinated promissory 
notes totaling $200,000. During August 2017, Flock entered into 5 separate subordinated promissory notes 
totaling $1,000,000. During September 2017, Flock entered into 1 subordinated promissory note totaling 
$650,000. During January 2018, Flock entered into 13 separate subordinated promissory notes totaling 
$5,750,000. During March 2018, Flock entered into 2 separate subordinated promissory notes totaling 
$3,000,000. During May 2018, Flock entered into 5 separate subordinated promissory notes totaling $1,250,000.
During December 2018, Flock entered into 16 separate subordinated promissory notes totaling $10,800,000.   

Flock, as permitted by the note purchase agreement, pays quarterly interest-only payments up to a fixed rate of 
14%, 12% payable in cash and 2% added to the principal as payment-in-kind (PIK), until maturity ranging from 
September 30, 2020 to March 31, 2023, when a balloon payment of the balance is due and payable in full. 

The subordinated promissory notes are subordinate to the Senior Line of Credit and Senior Term Loan and are 
collateralized by substantially all assets of Flock.

In 2018 and 2019, Flock amended certain subordinated promissory notes to extend the maturity date from 
September 30, 2020 to March 31, 2023. 

Scheduled principal payments of subordinated promissory notes as of December 31, 2019, including amendments 
to maturity dates in 2019, and excluding PIK amounts, are as follows for the years ending December 31:

2020 $ 6,250,000
2021 -
2022 -
2023 34,550,000

$ 40,800,000
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Note 8. Variable Interest Entities

Flock consolidates all variable interest entities in which it holds a variable interest and is deemed to be the primary 
beneficiary of the variable interest entity (“VIE”). The primary beneficiary of a VIE is an entity that has a variable 
interest or a combination of variable interests that provide that entity with a controlling financial interest in the 
VIE. An entity is deemed to have a controlling financial interest in a VIE if it has the following characteristics: (a) 
the power to direct the activities of the VIE that most significantly impact the VIE's economic performance, and 
(b) the obligation to absorb losses of the VIE that could potentially be significant to the VIE or the right to receive 
benefits from the VIE that could potentially be significant to the VIE. Flock uses qualitative and quantitative 
analyses to determine if it is the primary beneficiary of variable interest entities. Qualitative analysis is based on 
an evaluation of the design of the entity, its organizational structure including decision making ability and financial 
agreements. Quantitative analysis is based on the amount of economic support Flock provides to the VIEs.

Flock has identified FMMF CCG JV, FMMF CF JV, FMMF CKS JV, FMMF CRS JV, FMMF CSC JV, FMMF CVI JV, FMMF 
DEC JV, FMMF DIV JV, FMMF DIV II JV, FMMF ECCO JV, FMMF FFIFV JV, FMMF FPVI JV, FMMF FRH JV, FMMF GTM 
JV, FMMF HA JV, FMMF HDH JV, FMMF ICON JV, FMMF JTM JV, FMMF LCSC JV, FMMF LGI JV, FMMF LS JV, FMMF 
LTD JV, FMMF PER JV, FMMF PDK JV, FMMF RDS JV, FMMF RSG JV, and FMMF SCM JV as variable interest entities. 
Flock was deemed the primary beneficiary of these VIEs, even though it does not have the majority ownership 
interest in them, because Flock has the power to direct activities of the VIEs that most significantly impact their 
economic performance under management agreements. Flock's variable interest in these businesses relates to 
financing provided to the businesses and management arrangements between the businesses and Flock, involving 
the management of each business's operations.

As the primary beneficiary of these VIEs, the entities' assets, liabilities and results of operations are included in 
Flock's consolidated financial statements and all significant intercompany balances and transactions have been 
eliminated in consolidation. The following table summarizes the carrying amounts of the VIEs' assets and liabilities 
included in Flock's consolidated balance sheets, prior to intercompany eliminations, as of December 31, 2019 and 
2018:

2019 2018

Assets and liabilities of consolidated VIEs
Accounts receivable $ 8,879,051 $ 3,930,357
Finance receivables, net 106,053,358 80,120,925

Total assets $ 114,932,409 $ 84,051,282
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Note 8. Variable Interest Entities, Continued

The noncontrolling interest equity consists of the following at December 31:

2019 2018

FMMF CCG Joint Venture $ 574,582 $ 584,434
FMMF CF Joint Venture - 1,651,528
FMMF CKS Joint Venture 275,256 420,557
FMMF CRS Joint Venture - -
FMMF CSC Joint Venture - 155,475
FMMF CVI Joint Venture 1,452,930 386,846
FMMF DEC Joint Venture 223,340 1,259,595
FMMF DIV / DIV II Joint Ventures 7,349,863 5,302,930
FMMF ECCO Joint Venture 46,014 25,502
FMMF FFIFV Joint Venture 142,985 161,658
FMMF FPVI Joint Venture 1,427,432 737,077
FMMF FRH Joint Venture 233,962 233,652
FMMF GCFS Joint Venture - 36,019
FMMF GTM Joint Venture 344,214 79,733
FMMF HA Joint Venture 102,203 49,470
FMMF HDH Joint Venture 258,990 131,424
FMMF ICON Joint Venture - 1,473,217
FMMF JTM Joint Venture 371,416 880,225
FMMF LCSC Joint Venture 161,055 -
FMMF LGI Joint Venture 10,811 52,493
FMMF LS Joint Venture 77,626 99,229
FMMF LTD Joint Venture 199,751 146,896
FMMF PER Joint Venture 1,215,587 -
FMMF PKD Joint Venture 73,870 -
FMMF RDS Joint Venture 169,471 236,650
FMMF RSG Joint Venture 31,692 100,020
FMMF SCM Joint Venture 102,244 108,850

$ 14,845,294 $ 14,313,480

Disaggregate financial information:

In addition to the consolidated financial statements of Flock Financial, LLC and consolidated entities presented 
herein, Flock senior management also reviews certain financial data on a disaggregated basis. Although this 
disaggregated financial information is not presented in accordance with accounting principles generally accepted 
in the United States of America (GAAP), Flock senior management believes that this disaggregated financial 
information provides information beneficial in evaluating the financial position and results of operations for Flock.
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Note 8. Variable Interest Entities, Continued

Disaggregate financial information, continued:

Excluding interest in the Companies' finance receivables attributable to noncontrolling interest, the finance 
receivables attributable to Flock as of December 31, 2019 and 2018, are as follows:

2019 2018

Finance receivables, net, consolidated $ 106,053,358 $ 80,120,925
Noncontrolling interest (14,845,294) (14,313,480)

Finance receivables, net attributable to Flock $ 91,208,064 $ 65,807,445

Excluding interest in the Companies' revenues attributable to partners in noncontrolling interests, revenues 
attributable to Flock as of December 31, 2019 and 2018, are as follows:

2019 2018

Investment revenues, net $ 22,184,836 $ 13,486,990
Less revenues attributable to noncontrolling interests (9,090,069) (745,347)

Revenues attributable to Flock $ 13,904,767 $ 12,741,643

Note 9. Flock Financial, LLC Equity

During 2014, the remaining initial subscriptions to Series A preferred units and Class C common units, were 
accepted by Flock and funded, resulting in the issuance of 5,045,250 Series A preferred units, 961,000 Class C 
common units and 240,250 warrants to purchase Class C common units for a total value of $6,006,250. The 
warrants have an exercise price of $3.00 per warrant and a contractual life of ten years. Management recorded 
the warrants issued based on the relative fair value of the units and warrant issued, with a fair value of $0.26 per 
warrant, as more fully discussed below.

Furthermore, also during 2014, Flock issued an additional 1,441,500 units of Class B common units to the existing 
Class B common unit holders as additional consideration relating to the acquisition which occurred in 2013. Since 
this consideration was not determinable on the acquisition date, and therefore no contingent consideration 
recorded, this issuance was recognized for no value.
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Note 9. Flock Financial, LLC Equity, Continued

Common units:

The Class B and Class C common units are the only voting units and have identical rights and privileges, except 
that the Class C common units may be redeemed at the option of the holder and are subject to certain antidilution 
provisions. The redemption of the Class C common units may occur subsequent to five years from the Flock 
Financial Final Restated Operating Agreement (the “Agreement”) effective date, July 5, 2013 (the “End Date”), 
and the redemption price shall be negotiated in good faith between Flock and the unit holder. If an agreement on 
the redemption price cannot be reached or if the value agreed upon would detrimentally impact Flock, a 
proportion of the net assets representing the unit holder's interest in Flock shall be set aside and accumulated as 
cash is available. The antidilution provisions provide for the issuance of additional Class C common units to Class 
C common unit holders in the event that subsequent to the initial Class C common unit subscription, Class C 
common units are issued for consideration less than that during the initial subscription, as adjusted and described 
more fully in the Agreement.

There were 6,552,000 units of Class C common units as of December 31, 2019 and 2018, reserved for future 
issuance.

Preferred units:

The Series A preferred units have no voting rights and accrue dividends at a rate of 15% per annum, with 7/15ths 
paid in-kind and 8/15ths paid in cash each quarter beginning October 5, 2013 through July 5, 2016, at which time 
the Series A preferred stock may be redeemed upon approval of the Class B and C common units. The redemption 
price of the Series A preferred units is equal to the initial investment by the Series A preferred unit holder, plus 
any accrued and unpaid, including in-kind, dividends. The redemption is to occur with quarterly payments over a 
period of seven years, upon completion of which the Series A preferred units will be considered redeemed and 
cancelled. Effective December 2018, the redemption has been suspended until March 31, 2023. Flock will continue 
to accrue dividends at a rate of 15% per annum, with 7/15ths paid in-kind and 8/15ths paid in cash each quarter 
which began January 1, 2019. The Series A preferred units may also be redeemed by the holder subsequent to the 
End Date and the redemption price shall be that negotiated in good faith between Flock and the unit holder. If an 
agreement on price cannot be reached or if the value agreed upon would detrimentally impact Flock, a proportion 
of the net assets representing the unit holder's interest in Flock shall be set aside and accumulated as cash is 
available.

Put-call:

Subsequent to the redemption of the Series A preferred units or the passage of seven years from the End Date, 
but not before, the Class B common unit holders (“Initiating Members”) may elect to exercise a put-call to the 
other Class B common unit holders (“Non-Initiating Members”). As more fully detailed in the Agreement, the 
Initiating Members may present the Non-Initiating Members with an Offer Notice and the Non-Initiating Members 
can either (i) sell all of their units to the Initiating Members; or (ii) purchase all of the units of the Initiating 
Members. The Offer Notice must include the Aggregate Company Valuation, as defined in the Agreement, which 
will be used to determine the purchase price for the units.
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Note 9. Flock Financial, LLC Equity, Continued

Warrants:

During the initial subscription to the Series A preferred units and Class C common units, the subscribers received 
a warrant to purchase a Class C common unit for each twenty-one (21) Series A preferred units and four (4) Class 
C common units purchased. The warrants have an exercise price of $3.00 per warrant and a contractual life of ten 
years. Management recorded the warrants issued in 2014 based on the relative fair value of the units and warrant 
issued, with the fair value of $0.26 per warrant assigned based on the Black Scholes model and the following 
underlying assumptions:

Risk-free interest rate 1.75%
Expected dividend yield 0.00%
Expected volatility 64.00%
Expected life in years 4.5

As of December 31, 2019 and 2018, there were 862,001 warrants outstanding.

Note 10. Leases

The Companies have entered into a noncancelable lease for its office space, which expire through August 2020. 
Rental expense for the years ended December 31, 2019 and 2018, totaled $113,762 and $96,168, respectively, 
which is included in general and administrative expenses in the accompanying consolidated statements of income. 
Future minimum lease payments under the noncancelable lease are $95,296. The lease expiring during 2020 may 
either be renewed under available renewable options, renegotiated or replaced.

Note 11. Related Party Transactions

The Companies allow for the participation in financing provided to the debt buyers by entities owned by members 
of management and/or unit holders. This participation is typically limited to 3-30% of the total amount of financing 
provided by the Companies. The related parties pay the Companies an origination fee upon initial funding and 
management fees as their proportionate share of collections are remitted, net of collection expense.

As of December 31, 2019 and 2018, outstanding participation by these related parties totaled $1,091,763 or 1% 
of finance receivables outstanding, and $3,262,259 or 4% of finance receivables outstanding, respectively. During 
the year ended 2018, the related parties paid to the Companies $5,509 in origination fees and $63,768 in
management fees associated with these finance receivables. No origination or management fees were paid during 
the year ended December 31, 2019.

Noncontrolling interest members provide certain debt collection services to the consolidated entities. During the 
years ended December 31, 2019, and 2018, payments to noncontrolling interest members for debt collection 
services, primarily composed of their respective interest in the underlying finance receivables outstanding, totaled 
$34,674,643 and $32,245,501, respectively.
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Flock Financial, LLC and Consolidated Entities
Consolidating Balance Sheet
As of December 31, 2019

Flock  Flock Consolidating Flock Noncontrolling
Financial, LLC SPV I, LLC Eliminations Consolidated Interest Consolidated

Assets

Assets
Cash and cash equivalents 2,297,147$       500,000$           -$                       2,797,147$       -$                        2,797,147$       
Finance receivables, net of allowance 8,934,590         82,273,474       -                         91,208,064       14,845,294       106,053,358     
Accounts receivable 918,612             7,960,439         -                         8,879,051         -                          8,879,051         
Prepaid expense and other assets 382,211             -                          -                         382,211            -                          382,211             
Property and equipment, net 5,378                 -                          -                         5,378                 -                          5,378                 
Intangible assets, net -                          -                          -                         -                         -                          -                          
Goodwill, net 337,341             -                          -                         337,341            -                          337,341             
Intercompany receivables -                          127,695,462     (127,695,462)   -                         -                          -                          
Investment in subsidiary 165,425,040     -                          (165,425,040)   -                         -                          -                          

Total assets 178,300,319$   218,429,375$   (293,120,502)$ 103,609,192$  14,845,294$     118,454,486$   

Liabilities and Equity

Liabilities
Senior revolving line of credit -$                        4,500,000$       -$                       4,500,000$       -$                        4,500,000$       
Senior term loan, net of deferred loan costs -                          47,818,543       -                         47,818,543       -                          47,818,543       
Subordinated promissory notes 42,634,698       -                          -                         42,634,698       -                          42,634,698       
Accounts payable 31,475               -                          -                         31,475              -                          31,475               
Accrued expenses 403,505             356,518             -                         760,023            -                          760,023             
Dividends payable 321,730             -                          -                         321,730            -                          321,730             
Deferred revenue 68,964               329,274             -                         398,238            -                          398,238             
Intercompany payables 127,695,462     -                          (127,695,462)   -                         -                          -                          

Total liabilities 171,155,834     53,004,335       (127,695,462)   96,464,707       -                          96,464,707       

Equity
Flock Financial, LLC Equity

Series A preferred units, 40,000,000 units authorized, 
16,006,013 units issued and outstanding 15,716,520       -                          -                         15,716,520       -                          15,716,520       

Class B common units, 10,000,000 units authorized,
5,191,500 units issued and outstanding 3,681,769         -                          -                         3,681,769         -                          3,681,769         

Class C common units, 10,000,000 units authorized, 
3,448,000 units issued and outstanding 3,392,857         -                          -                         3,392,857         -                          3,392,857         

Contributions -                          156,519,155     (156,519,155)   -                         
Additional paid

-

in capital 220,536             -                          -                         220,536            -                          220,536             
Retained (deficit) earnings (15,867,197)      8,905,885         (8,905,885)        (15,867,197)     -                          (15,867,197)      

Total Flock Financial, LLC equity 7,144,485         165,425,040     (165,425,040)   7,144,485         -                          7,144,485         
Noncontrolling interests -                          -                          -                         -                         14,845,294       14,845,294       

Total equity 7,144,485         165,425,040     (165,425,040)   7,144,485         14,845,294       21,989,779       
Total liabilities and equity 178,300,319$   218,429,375$   (293,120,502)$ 103,609,192$  14,845,294$     118,454,486$   
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Flock Financial, LLC and Consolidated Entities
Consolidating Balance Sheet
As of December 31, 2018

Flock  Flock Consolidating Flock Noncontrolling
Financial, LLC SPV I, LLC Eliminations Consolidated Interest Consolidated

Assets

Assets
Cash and cash equivalents 10,601,426$     -$                        -$                       10,601,426$    -$                        10,601,426$     
Finance receivables, net of allowance 6,012,137         59,795,308       -                         65,807,445       14,313,480       80,120,925       
Accounts receivable 409,893             3,520,464         -                         3,930,357         -                          3,930,357         
Prepaid expense and other assets 965,368             -                          -                         965,368            -                          965,368             
Property and equipment, net 6,890                 -                          -                         6,890                 -                          6,890                 
Intangible assets, net 229,249             -                          -                         229,249            -                          229,249             
Goodwill, net 433,781             -                          -                         433,781            -                          433,781             
Intercompany receivables -                          49,983,144       (49,983,144)     -                         -                          -                          
Investment in subsidiary 84,573,747       -                          (84,573,747)     -                         -                          -                          

Total assets 103,232,491$   113,298,916$   (134,556,891)$ 81,974,516$    14,313,480$     96,287,996$     

Liabilities and Equity

Liabilities
Senior term loan, net of deferred loan costs -$                        28,375,510$     -$                       28,375,510$    -$                        28,375,510$     
Subordinated promissory notes 41,781,230       -                          -                         41,781,230       -                          41,781,230       
Accounts payable 179,797             -                          -                         179,797            -                          179,797             
Accrued expenses 433,360             269,106             -                         702,466            -                          702,466             
Dividends payable 610,438             -                          -                         610,438            -                          610,438             
Deferred revenue 118,729             80,553               -                         199,282            -                          199,282             
Intercompany payables 49,983,144       -                          (49,983,144)     -                         -                          -                          

Total liabilities 93,106,698       28,725,169       (49,983,144)     71,848,723       -                          71,848,723       

Equity
Flock Financial, LLC Equity

Series A preferred units, 40,000,000 units authorized, 
14,916,608 units issued and outstanding 14,627,115       -                          -                         14,627,115       -                          14,627,115       

Class B common units, 10,000,000 units authorized,
5,191,500 units issued and outstanding 3,681,769         -                          -                         3,681,769         -                          3,681,769         

Class C common units, 10,000,000 units authorized, 
3,448,000 units issued and outstanding 3,392,857         -                          -                         3,392,857         -                          3,392,857         

Contributions -                          81,845,361       (81,845,361)     -                         
Additional paid

-

in capital 220,536             -                          -                         220,536            -                          220,536             
Retained (deficit) earnings (11,796,484)      2,728,386         (2,728,386)        (11,796,484)     -                          (11,796,484)      

Total Flock Financial, LLC equity 10,125,793       84,573,747       (84,573,747)     10,125,793       -                          10,125,793       
Noncontrolling interests -                          -                          -                         -                         14,313,480       14,313,480       

Total equity 10,125,793       84,573,747       (84,573,747)     10,125,793       14,313,480       24,439,273       
Total liabilities and equity 103,232,491$   113,298,916$   (134,556,891)$ 81,974,516$    14,313,480$     96,287,996$     
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Flock Financial, LLC and Consolidated Entities
Consolidating Statement of Income
For the year ended December 31, 2019

Flock  Flock Consolidating Flock Noncontrolling
Financial, LLC SPV I, LLC Eliminations Consolidated Interests Consolidated

Revenues
Income recognized on finance receivables, net 709,417$         9,852,492$      -$                       10,561,909$    9,090,069$      19,651,978$    
Fee income 2,232,412        2,050,798        (1,750,352)       2,532,858        -                         2,532,858        

Total revenues, net 2,941,829        11,903,290      (1,750,352)       13,094,767      9,090,069        22,184,836      

Operating expenses
Personnel expense 3,179,198        -                         -                         3,179,198        -                         3,179,198        
General and administrative 1,570,780        1,795,143        (1,750,352)       1,615,571        -                         1,615,571        

Total operating expenses 4,749,978        1,795,143        (1,750,352)       4,794,769        -                         4,794,769        
Income (loss) from operations (1,808,149)       10,108,147      -                         8,299,998        9,090,069        17,390,067      

Other income (expense)
Interest expense (6,060,551)       (3,930,648)       -                         (9,991,199)       -                         (9,991,199)       
Income from subsidiary 6,177,499        -                         (6,177,499)       -                         -                         -                         

Total other expense, net 116,948            (3,930,648)       (6,177,499)       (9,991,199)       -                         (9,991,199)       
Net income (loss) (1,691,201)$     6,177,499$      (6,177,499)$     (1,691,201)$     9,090,069$      7,398,868$      
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Flock Financial, LLC and Consolidated Entities
Consolidating Statement of Income
For the year ended December 31, 2018

Flock  Flock Consolidating Flock Noncontrolling
Financial, LLC SPV I, LLC Eliminations Consolidated Interests Consolidated

Revenues
Income recognized on finance receivables, net 6,492,743$      3,914,942$      -$                       10,407,685$    745,347$          11,153,032$    
Fee income 2,301,470        714,121            (681,633)          2,333,958        -                         2,333,958        

Total revenues, net 8,794,213        4,629,063        (681,633)          12,741,643      745,347            13,486,990      

Operating expenses
Personnel expense 2,846,634        -                         -                         2,846,634        -                         2,846,634        
General and administrative 1,841,827        682,464            (681,633)          1,842,658        -                         1,842,658        

Total operating expenses 4,688,461        682,464            (681,633)          4,689,292        -                         4,689,292        
Income from operations 4,105,752        3,946,599        -                         8,052,351        745,347            8,797,698        

Other income (expense)
Interest expense (5,822,439)       (1,218,213)       -                         (7,040,652)       -                         (7,040,652)       
Income from subsidiary 2,728,386        -                         (2,728,386)       -                         -                         -                         

Total other expense, net (3,094,053)       (1,218,213)       (2,728,386)       (7,040,652)       -                         (7,040,652)       
Net income 1,011,699$      2,728,386$      (2,728,386)$     1,011,699$      745,347$          1,757,046$      



Notes
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