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Letter to Investors

2020: Teamwork in Troubled Times

Dear Investors:

The COVID crisis hit the country and the debt buying industry hard. This “black swan” event turned our assumptions, analytics, and 
results upside down. 

At the outset of the pandemic, the banks and credit card companies believed that consumers would be unable to pay off debts and 
so began tightening their underwriting standards in anticipation of a sharp deterioration in consumer credit. Consequently, loan 
originations plummeted which led to a dramatic contraction of the supply of charged-off accounts during the latter half of 2020. As 
a result, prices rose quickly up and overtook pre-COVID prices. At the same time, as stimulus payments flooded consumer 
households,  consumers surprisingly began to pay off debt, which drove up collections and cash receipts. This caused further 
erosion of new supply in our market as well. 

Closing out 2020, we faced the most challenging deployment environment since our 2013 inception. Annual deployments fell from 
$84.1 million in 2019 to $59.1 million in 2020. Despite the drop in deployments, our cash receipts decline by only 8.4% during 2020, 
reflecting the recovery in collections by our clients in the second half of the year. Nevertheless, the decline in cash receipts 
compared to prior year resulted in a $1 million decline in net revenues. Given the fixed nature of our debt facilities, our interest 
expense grew by $791k during 2020. In combination with the decline in cash receipts, our inability to moderate our high interest 
expense resulted in a net loss of $3.35 million. 

2020 was a bitter lesson for us regarding the impact of declining volumes and fixed costs on a leveraged balance sheet. Because 
the lack of profitability was unsustainable, we took significant action at the end of the year to cut over $1 million of operating 
expenses from our 2021 budget. While some of the cuts related to professional fees, most of the reductions related to cuts in 
compensation for all employees and took effect January 1st of 2021. We are determined to restore FLOCK to profitability in 2021, 
and the plan for this is incorporated in our budget in 2021. 

Like most businesses, the nationwide lockdowns changed the way we worked. Our team worked out of home using Zoom or 
Teams to communicate with each other and our customers, and the transition was smooth. We made the return to our office 
optional and in July most of the team started coming back. Our policy going forward is a “hybrid”; most people are in the office 
most of the time, especially for important meetings, although they have the option of working out of home. 

While the capital raise got off to a good start in the first quarter of 2020 and we received a strong term sheet from a private equity 
firm in May, COVID created too much uncertainty regarding our industry and our business to allow a closing with a new equity 
sponsor. Following that, our capital raise continued with several institutional contacts, although most of these prospects wanted to 
put our process on hold to see the effects of COVID on the industry and our business.  

As reported in our Q1 2021 investor report, effective March 2021, we renewed our senior debt facility with our existing lender, 
MidCap Financial Services, an affiliate of Apollo Global Management. We have an excellent relationship with MidCap, and the new 
terms are more flexible for us and our customers. The renewal of this senior debt facility was critical and will enhance our ability to 
raise equity. We are continuing the capital raise with a focus on high-net-worth individuals and family offices as well as small private 
equity funds.

Despite the imposed distance between our capital partners, shareholders, customers, and employees during 2020, we have been 
able to maintain solid relationships with our key constituents. So, teamwork is paying off in these troubled times, and we thank all 
our investors for their understanding and loyal support.

Michael R. Flock
Chairman & CEO

Sincerely,
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Business Development Objectives

During 2020, the uncertainty caused by the pandemic had a profound impact on FLOCK’s deployment 
volumes. As creditor originations pulled back sharply and government stimulus packages boosted the liquidity 
of U.S. households, outstanding consumer debt plummeted. Wide ranging deferment programs slowed the 
aging of delinquencies which resulted in significantly lower charge-off volumes available for sale. This shortage 
caused debt buyers to struggle to acquire sufficient charged-off debt to cover fixed expenses and remain 
operational. The result was rising prices. After a short-lived decline in prices at the onset of COVID, prices in our 
market quickly exceeded pre-COVID prices toward the end of 2020, and have pushed higher in 2021, in many 
cases to unsupportable levels. 

Several competitors, attempting to acquire new customers and secure volume, have specifically targeted FLOCK 
clients by offering financing at an unusually low cost. In lieu of the traditional joint venture, these competitors 
generally offer traditional loans involving a corporate guarantee with limited or no back-end profit splits. It 
appears to us that these competitors are doing very limited underwriting and on occasion pay little attention to 
the underlying economics of the portfolio being purchased. 

Combining the severe reduction in supply with increased competition, FLOCK’s deployment volumes fell off 
toward the end of 2020 and have continued in early 2021 at record lows for us. Since this appears to be a 
temporary supply-demand imbalance, we believe that as the economy recovers, government stimulus packages 
end and deferment programs expire, charged-off debt supply will return to pre-pandemic levels, prices will 
moderate, and FLOCK’s deployment volumes will grow again quickly.  With the prospect of a rapid cyclical swing, 
several debt buyers and investment funds are re-entering the debt buying market in anticipation of this 
turnaround.

In 2021, FLOCK’s goal with its marketing efforts is to improve our diversification of both of our client base and the 
type of assets financed. We plan to accomplish this with three strategic initiatives summarized on the next page.
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Expanding Our Penetration of Existing Markets
FLOCK is planning to expand its presence in the “Buy Here Pay Here” (BHPH) subprime performing auto space. 
Over the last three years, we have built a strong understanding of the economics and underwriting that support 
these investments. We understand that BHPH dealers in the United States generate over $40 billion in vehicle 
sales every year, resulting in over $100 billion in outstanding used vehicle financing contracts at any given time. 
FLOCK currently deploys with one partner in purchasing bulk portfolios from BHPH dealers across four southern 
states. We plan on adding additional clients active in the purchase of performing BHPH auto loans covering 
different regions throughout the United States. We are also developing strategies to expand funding of medical 
charge-offs, personal injury claims, high interest consumer charge offs, commercial charge-offs and judgement 
portfolios. These are asset classes which we have funded in the past but have not focused on.

Exploring, Evaluating, and Funding New Asset Classes
FLOCK is actively looking at several deployment opportunities and potential new clients across new asset classes, 
including the market for litigation funding, which includes existing FLOCK consumer markets such as plaintiff cash 
advances and medical liens, but also spans pre-settlement funding and plaintiff funding for class action and mass 
tort litigation. We have also evaluated several interesting financing opportunities with law firms involving 
advances against unique collateral such as court costs for legal collections as well as consumer bankruptcy 
processing costs. Finally, an increasing number of creditors have been leasing accounts in greater volumes (as 
opposed to selling full title to the accounts), and we are exploring ways to fund this asset class. We expect that 
these investments will produce risk-adjusted returns within the range of our standard investment thresholds. 

Offering More Competitive and Flexible Transaction Structures
Because of the increased competition, FLOCK is expanding our range of financing structures and seeking to be 
more granular in applying our adjusted return hurdles and back-end profit splits to better reflect the prevailing 
market conditions. Some of these new structures will resemble traditional loans which many of our current 
high-volume clients prefer. These new structures will be used to attract new high-volume clients and re-activate 
former clients. At the same time, FLOCK will continue to improve our analytics, insights and “value-add” service 
to our partners while still displaying patience and discipline in our underwriting.



2020 Deployments

2020 was a disappointing year for deployments, with 
$59.1 million in total deployments, a 30% decline from 
our 2019 total. During the fiscal year ended 
December 31, 2020, FLOCK deployed $59.1 million 
to finance the purchase of 140 portfolio purchases, 
consisting entirely of “on balance sheet” financings by 
Flock Financial, LLC (we had no financings by side-car 
entities during 2020). These deployments involved 
purchases with 10 separate client platforms across 10 
distinct asset classes. The 2020 deployment total 
brought cumulative purchases (combined on balance 
sheet and side-cars) since the June 2013 inception of 
Flock Financial, LLC to $393.6 million for a cumulative 
total of 1,060 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, albeit 
with a smaller volume in 2020. Mirroring the decline in 
deployments, our deal count was also lower in 2020 
relative to our record deal flow in 2019.

Nevertheless, our 2014 – 2020 deployment volumes
were achieved without a meaningful increase to our
headcount of the firm. As in recent years, our full-time
employee count remains steady at 8 employees as of 
December 31, 2020.
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Volumes in Pre-2013 Years Based on FLOCK Advisors / Falcon Fund
Dollars in Thousands
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So, why did our deployments drop so precipitously in 
2020?

The primary driver was the ongoing impact of 
COVID-19, which reduced origination volumes by 
banks and consumer finance companies earlier in the 
year. Consumers also paid down record levels of debt 
during 2020, the single largest paydown in a year since 
the end of the great recession of 2009. The result of this 
combination was a dramatic deleveraging by U.S. 
consumers, as illustrated in the chart to the right 
showing outstanding U.S. revolving credit (i.e. credit 
card debt)

It took a few months after the onset of the pandemic, 
but the impact of this deleveraging was soon evident in 
our market. During the second half of 2020, charge-off 
volumes dropped to their lowest levels in years. 
Consumer use of federal stimulus payments to pay off 
debt amidst broader concerns over economic recovery 
and lingering uncertainty in the jobs market surprised 
us and others in the debt buying and collections 
industries.

During 2020, we onboarded only one new debt buyer 
client, Toronto-based Resolve Financial Recovery Inc., 
and began a flow with them in December 2020. 
Looking forward, our 2021 budget targeted $80 million 
in total deployments, and we believe we can achieve 
this scale with our existing employee resources.
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Dollars in Billions
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2020 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 140 portfolios funded during 2020. 
Despite occasional outliers, most of our portfolios 
are initially forecast to generate an IRR in the range 
of 18% - 25%.

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.
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Portfolios Funded January 1, 2020 through December 31, 2020

Original Waterfall at Funding, Expected IRR
(FLOCK All-In XIRR)

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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In terms of the impact of COVID on FLOCK collections, our clients saw a meaningful decline in collection activity during the 
second half of March and into the first half of April, resulting from a combination of consumer distress as well as shutdowns 
and disruptions in traditional collection channels. However, following this initial shock, collection activity began to rebound 
quickly during the latter half of April. The improved environment for collections reflected not only the impact of stimulus 
payments and a degree of recovery by the U.S. consumers but also a return to operational and regulatory “normalcy” for the 
collections industry. The chart below shows our monthly cash “yield” (expressed on a per annum basis) relative to our 
outstanding finance receivables outstanding.
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Percentage on per annum basis
Flock 2020 Cash Yield on Average Net Receivables During Period



“Vintage” Collections Performance

A “vintage” analysis of FLOCK’s collection performance track record shows a history of consistent performance. Since 
our inception in 2013, we have successfully generated asset yield multiples (i.e. the ratio of collections to deployments) 
which have averaged 1.25x, generating an average internal rate of return (IRR) equal to 21.2%.
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Dollars in Millions
Flock Cumulative Deployments vs. Cumulative Cash Receipts - Portfolios Funded Through December 31, 2020

As of December 31, 2020
Flock Collection Multiples by Purchase Year

(1) Excludes expected back-end “carry” accruing to Flock Financial, LLC from our side-car participating interests.



2020 Profit &
Loss Performance

2020 was a difficult financial year for FLOCK 
Specialty Finance. Net cash receipts to Flock 
Financial, LLC declined 8.4% in 2020 to $66.0 
million. 

This amount of cash receipts generated $14.0 
million of gross revenue to Flock Financial, LLC, 
representing a 5.4% year-over-year decline from 
2019.

Net portfolio revenue (including associated gain 
on sale revenue from portfolio sales) was again 
the largest contributor to our revenue stream, 
accounting for 83.4% 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 
portfolio collections versus original expectations. 
During 2020, these allowance charges totaled 
$1.94 million, which are netted against our gross 
revenues, resulting in net revenues (on an 
unconsolidated basis) equal to $12.1 million for 
the year, a decline of 7.7% relative to 2019.

During 2020, operating expenses for Flock 
Financial, LLC increased by a modest 1.7% 
year-over-year, reflecting reduced travel and 
client-related expenses during the pandemic. 
Our increased office expense in 2020 reflects our 
decision to extend our lease at the Galleria Office 
Park for another one-year extension after the 
expiration of our prior lease.

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 2020, 
interest expense on our senior debt increased 
18.0% to $4.1 million, reflecting increased 
utilization of our senior debt facility with MidCap 
Financial Services, LLC (“MidCap”).  In addition, 
interest on our mezzanine debt outstanding 
increased 2.7% during 2020 to $6.1 million.
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Expenses of Flock Financial, LLC

(1) In contrast to the presentation format of this table, our audit report includes depreciation, amortization and startup
 expenses in “operating expenses.”

Dollars in Thousands
Flock Financial, LLC Revenues



Combining our decline in net revenues with the modest growth in operating expenses, our earnings before interest, 
taxes, depreciation and amortization (EBITDA) margin declined for the year. For the year, we reported EBITDA of 
$7.55 million, 12.5% less than our 2019 EBITDA.   

Unfortunately, given our highly leveraged balance sheet, our earnings before junior interest and taxes (EBJIT) and 
our net income also declined during 2020. 2020 EBJIT declined 34.9% to $2.788 million and our net loss for the year 
widened to $3.35 million, versus a loss of $1.7 million in 2019.

We recognize that our lack of profitability is unsustainable. At the end of 2020, senior management of FLOCK took 
some significant steps to cut approximately $1 million of operating expenses from our 2021 budget. While some of 
these anticipated cuts relate to professional fees, most of the expense reductions related to cuts in personnel 
expenses, which were communicated to employees at the end of December 2020. Despite the extraordinary 
macroeconomic challenges, we are committed to restoring FLOCK to profitability in 2021. Our budget for 2021 
plans for this and we will keep you posted on our progress. 

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. 
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Dollars in Thousands

EBITDA & Net Income
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2020 Balance Sheet

During the year, total assets of Flock 
Financial, LLC on an unconsolidated basis 
increased from $104.8 million at the end of 
2019 to $106.4 million as of December 31, 
2020.(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 
$103.9 million, up 7.2% over our 2019 
year-end balance of $96.9 million. 

Accounting for the valuation allowance, our 
net finance receivables outstanding 
equaled $96.3 million as of December 31, 
2020. On a consolidated basis inclusive of 
“side-car” participation interests and the 
noncontrolling JV interests of our clients, 
total net finance receivables outstanding 
equaled $111.0 million at year-end (please 
note that this $111.0 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.

Dollars in Thousands
Finance Receivables Outstanding



In terms of our portfolio composition, we continued to make progress during 2020 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, 2019 and as of December 31, 2020. Expanding asset classes for us 
in 2020 included traditional non-performing consumer loans (for example, Lending Club) and charged-off private 
label/ retail card accounts. We had no new asset classes in 2020.

Reflecting the expansion of our portfolios under 
management during 2020, FLOCK’s expected 
remaining net collections, or ERNC(1), increased 
4.4% from $117.2 million at year-end 2019 to 
$122.3 million at year-end 2020. The ERNC less 
our net investment basis yields our “Unrealized 
Net Profit” which increased 0.3% to $26.1 million 
as of December 31, 2020.

(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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Dollars in Thousands
ERNC vs. Net Investment Basis
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During 2020, FLOCK’s total 
liabilities increased 6.5% from $97.6 
million at the beginning of the year 
to $104.0 million as of December 
31, 2020.

The book value of equity for Flock 
Financial, LLC dipped from $7.1 
million at the end of 2019 to $2.5 
million at December 31, 2020. 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.

Dollars in Thousands
Assets

Dollars in Thousands
Liabilities & Equity
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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, 2020 and 2019, 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, 2020 and 2019, 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 26, 2021 
 



Flock Financial, LLC and Consolidated Entities
Consolidated Balance Sheets

As of December 31, 2020 and 2019

2020 2019

Assets

Assets

Cash and cash equivalents 2,218,314$       2,797,147$       

Finance receivables, net (allowance of $7,623,304 and $5,678,971

as of December 31, 2020 and 2019, respectively) 111,017,646     106,053,358     

Accounts receivable 6,554,634         8,879,051         

Prepaid expense and other assets 387,821             382,211             

Property and equipment, net 5,833                 5,378                 

Goodwill, net 240,902             337,341             

Total assets 120,425,150$  118,454,486$  

Liabilities and Equity

Liabilities

Senior revolving line of credit 5,000,000$       4,500,000$       

Senior term loan, net of deferred loan costs 53,761,574       47,818,542       

Subordinated promissory notes 42,561,880       42,634,698       

Paycheck Protection Program term note 217,500             -                          

Accounts payable 133,857             31,475               

Accrued expenses 964,688             760,024             

Dividends payable 344,980             321,730             

Deferred revenue 247,301             398,238             

Total liabilities 103,231,780     96,464,707       

Equity

Flock Financial, LLC Equity

Series A preferred units, 40,000,000 units authorized, 

17,175,869 and 16,006,013 units issued and outstanding as of

December 31,  2020 and 2019, respectively 16,886,376       15,716,520       

Class B common units, 10,000,000 units authorized,

5,191,500 units issued and outstanding as of

December 31,  2020 and 2019, 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,  2020 and 2019, respectively 3,392,857         3,392,857         

Additional paid‑in capital 220,536             220,536             

Accumulated deficit (21,723,795)      (15,867,197)      

Total Flock Financial, LLC equity 2,457,743         7,144,485         

Noncontrolling interests 14,735,627       14,845,294       

Total equity 17,193,370       21,989,779       

Total liabilities and equity 120,425,150$  118,454,486$  

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, 2020 and 2019

2020 2019

Revenues

Income recognized on finance receivables, net 16,328,253$     19,651,978$     

Fee income 2,331,061         2,532,858         

Total revenues, net 18,659,314       22,184,836       

Operating expenses

Personnel expense 3,112,200         3,179,198         

General and administrative 1,527,431         1,615,571         

Total operating expenses 4,639,631         4,794,769         

Income from operations 14,019,683       17,390,067       

Other expense

Interest expense 10,801,165       9,991,199         

Net income 3,218,518         7,398,868         

Net income attributable to noncontrolling interests 6,568,282         9,090,069         

Net loss attributable to Flock Financial, LLC (3,349,764)$      (1,691,201)$      

See Notes to Consolidated Financial Statements
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Flock Financial, LLC and Consolidated Entities
Consolidated Statements of Changes in Equity

For the years ended December 31, 2020 and 2019

Series A Additional

Preferred Paid‑In Accumulated Noncontrolling Total 

Units Class B Class C Capital Deficit Total Interests Equity

Balance, January 1, 2019 14,627,115$     3,681,769$     3,392,857$     220,536$    (11,796,484)$   10,125,793$     14,313,480$     24,439,273$     

Contributions - - - - - - 8,537,307         8,537,307         

Dividends in kind 1,089,405         - - - (1,089,405)        - - - 

Derecognition of variable

interest entities - - - - - - (2,653,274)        (2,653,274)        

Dividends paid - - - - (1,290,107)        (1,290,107)        (14,442,288)      (15,732,395)      

Net income (loss) - - - - (1,691,201)        (1,691,201)        9,090,069         7,398,868         

Balance, December 31, 2019 15,716,520       3,681,769         3,392,857         220,536             (15,867,197)      7,144,485         14,845,294       21,989,779       

Contributions - - - - - - 3,554,883         3,554,883         

Dividends in kind 1,169,856         - - - (1,169,856)        - - - 

Derecognition of variable

interest entities - - - - - - (542,816)           (542,816)           

Dividends paid - - - - (1,336,978)        (1,336,978)        (9,690,016)        (11,026,994)      

Net income (loss) - - - - (3,349,764)        (3,349,764)        6,568,282         3,218,518         

Balance, December 31, 2020 16,886,376$     3,681,769$     3,392,857$     220,536$    (21,723,795)$   2,457,743$     14,735,627$     17,193,370$     

Common Units

Flock Financial, LLC

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, 2020 and 2019

2020 2019

Operating activities

Net income 3,218,518$       7,398,868$       

Adjustments to reconcile net income to net

cash flows provided by operating activities:

Depreciation and amortization 100,959             330,856             

Amortization of debt borrowing costs 546,589             527,975             

Provision for loan loss allowance 1,944,333         1,744,086         

Gain on sale of finance receivables (359,857)           (507,209)           

Payment-in-kind interest 927,182             853,468             

Changes in operating assets and liabilities:

Accounts receivable 2,324,417         (4,948,694)        

Prepaid expense and other assets (109,167)           498,215             

Accounts payable 102,382             (148,322)           

Accrued expenses 204,664             57,557               

Deferred revenue (150,937)           198,956             

Net cash flows provided by operating activities 8,749,083         6,005,756         

Investing activities

Purchases of finance receivables, net of buybacks (64,553,687)      (93,477,000)      

Collections applied to finance receivables 54,985,102       54,275,309       

Proceeds from sale of finance receivables 3,019,821         12,032,381       

Purchases of fixed assets (4,975)                (3,655)                

Net cash flows used in investing activities (6,553,739)        (27,172,965)      

Financing activities

Borrowings on senior term loan 5,500,000         19,000,000       

Borrowings on senior line of credit 9,000,000         64,463,060       

Repayments on senior line of credit (8,500,000)        (59,963,060)      

Repayments on subordinated promissory notes (1,000,000)        -                          

Borrowings on Paycheck Protection Program (PPP) term note 217,500             -                          

Dividends paid (11,546,560)      (18,674,377)      

Contributions by noncontrolling interests 3,554,883         8,537,307         

Net cash flows (used in) provided by financing activities (2,774,177)        13,362,930       

Net change in cash and cash equivalents (578,833)           (7,804,279)        

Cash and cash equivalents, beginning of year 2,797,147         10,601,426       

Cash and cash equivalents, end of year 2,218,314$       2,797,147$       

Cash paid for:

Interest 10,254,576$     9,375,987$       

Noncash investing and financing activities:

Dividends payable on Series A preferred units 344,980$          321,730$          

Derecognition of variable interest entity (542,816)$         (2,653,274)$      

See Notes to Consolidated Financial Statements
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Flock Financial, LLC and Consolidated Entities  
Notes to Consolidated Financial Statements  
December 31, 2020 and 2019 
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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 CKS 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 JTM JV, FMMF LCSC JV, FMMF LGI JV, FMMF LS JV, FMMF LTD 
JV, FMMF PER JV, FMMF PKD JV, FMMF RDS JV, FMMF RSG JV, FMMF SCM JV, and FMMF RFR JV (collectively, the 
“Companies”). There is no activity for Flock SPV II, LLC for the years ended December 31, 2020 and 2019. 
 
Flock Financial, LLC has identified FMMF CCG JV, FMMF CKS 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 JTM JV, FMMF LCSC JV, FMMF LGI JV, FMMF LS JV, FMMF LTD JV, FMMF PER JV, FMMF PKD JV, FMMF 
RDS JV, FMMF RSG JV, FMMF SCM JV, and FMMF RFR 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. 
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Note 1. Summary of Significant Accounting Policies and Nature of Business, Continued 
 
Description of business, continued: 
 
FMMF CCG JV, FMMF CKS 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 JTM JV, FMMF LCSC 
JV, FMMF LGI JV, FMMF LS JV, FMMF LTD JV, FMMF PER JV, FMMF PKD JV, FMMF RDS JV, FMMF RSG JV, FMMF 
SCM JV, and FMMF RFR JV 
 
FMMF CCG JV, FMMF CKS 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 JTM JV, FMMF LCSC 
JV, FMMF LGI JV, FMMF LS JV, FMMF LTD JV, FMMF PER JV, FMMF PKD JV, FMMF RDS JV, FMMF RSG JV, FMMF 
SCM JV, and FMMF RFR 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. 
 
COVID-19: 
 
On March 11, 2020, the World Health Organization declared the outbreak of a novel coronavirus (or “COVID-19”) 
as a global pandemic, which continues to spread throughout the United States and around the world. The COVID-
19 outbreak and resulting containment measures implemented by governments around the world, as well as 
increased business uncertainty, have impacted the Companies. The circumstances around the COVID-19 pandemic 
are rapidly evolving and will continue to impact the Companies’ business and its estimation of expected recoveries 
in future periods. The Companies will continue to closely monitor the COVID-19 situation and update its 
assumptions accordingly.   
 
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. 
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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. 
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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 could experience collections beyond the 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, 2020 and 2019, the Companies had approximately $1,968,000 and $2,547,000, 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, 2020 and 2019, no allowance 
has been established. 
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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. There was no amortization expense charged to operations during 
2020 as the intangibles were fully amortized as of December 31, 2019. Amortization expense charged to 
operations during 2019 was $229,249. 
 
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, 2020 and 2019, deferred loan costs totaled $738,425 and $1,181,457, respectively, net of 
accumulated amortization of $1,033,702 and $590,670, respectively. Amortization expense related to deferred 
loan costs for the years ended December 31, 2020 and 2019 was $443,032, and is included in interest expense in 
the accompanying consolidated statements of income. Amortization expense is estimated to be $443,032 during 
2021 and $295,393 during 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, 2020 and 2019, 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, 2020 and 2019. 
 
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, senior term loan, and Paycheck Protection Program (“PPP”) term note. As 
of December 31, 2020 and 2019, 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 32.08%, 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, 2020 and 2019. 
 
Advertising: 
 
Advertising costs are expensed as incurred. Advertising expense totaled $79,117 and $141,827 for the years ended 
December 31, 2020 and 2019, 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, 2020 and 
2019, 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 Companies 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 Companies’ revenues were not affected. The 
Companies’ 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 Companies’ business. The 
Companies did not identify material changes to the timing or amount of revenue recognition. The Companies have 
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 Financial Accounting Standards Board (FASB) issued Accounting Standards Update (ASU) 
2016-02, Leases (Subtopic 842). The ASU will require companies to recognize lease assets and lease liabilities on 
the balance sheet and disclose key information about leasing arrangements. In May 2020, in response to the 
global COVID-19 pandemic, the FASB voted to delay the effective date of this guidance to fiscal years beginning 
after December 15, 2021, and early adoption is permitted. Management is currently evaluating the impact of this 
standard on its financial position, results of operations, and cash flows. 
 
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 
Companies’ 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 
Companies’ effective date for CECL was delayed to fiscal years beginning after December 15, 2022. The 
Companies are currently evaluating the effect that implementation of the new standard will have on its financial 
position, results of operations, and cash flows. 
 
In March 2020, the FASB issued guidance to provide temporary optional guidance to ease the potential burden 
in accounting for reference rate reform. The amendments are effective as of March 12, 2020 through December 
31, 2022. The Companies do not expect these amendments to have a material effect on its financial statements. 
 
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 Companies’ financial position, results of operations or cash flows. 
 
Subsequent events: 
 
On March 5, 2021, the Companies entered into a subordinated promissory note totaling $6,005,772. Proceeds of 
the note issuance were used to refinance the aggregate outstanding balance of the defaulted subordinated 
promissory notes as of December 31, 2020, discussed in Note 7, including accrued and unpaid interest on such 
notes between December 31, 2020 and March 5, 2021. The Companies used the subordinated promissory note 
to pay off the balance of the defaulted subordinated promissory notes that matured on September 30, 2020.  
 
On March 29, 2021, the Companies entered into a term note with a financial institution which provides for an 
unsecured loan in the amount of $224,825, pursuant to the second round of the Paycheck Protection Program 
(“PPP2”). PPP2 was passed by Congress in December 2020 to provide additional funding to the program that was 
first created as a part of the Coronavirus Aid, Relief and Economic Security (CARES) Act passed on March 27, 2020 
(Note 8).  
 
On March 31, 2021, the Companies amended the existing senior revolving credit facility (the “Senior Line of 
Credit”), discussed in Note 5, and the senior term facility (the “Senior Term Loan”), discussed in Note 6. The 
amendment increased the maximum principal amount of the Senior Line of Credit from $5,000,000 to $20,000,000 
and decreased the maximum principal amount of the Senior Term Loan from $70,000,000 to $55,000,000. 
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Note 1. Summary of Significant Accounting Policies and Nature of Business, Continued  
 
Subsequent events, continued: 
 
Additionally, the required minimum draw amount was changed to $45,000,000 at all times. The maturity date is 
December 31, 2022. 
 
The Companies have evaluated subsequent events for potential recognition and disclosure through April 26, 2021, 
the date the consolidated financial statements were available to be issued. 
 
Note 2. Finance Receivables 
 
Changes in finance receivables for the years ended December 31, 2020 and 2019, are as follows: 
 

  Level Yield  Cost Recovery    
  Portfolios   Portfolios   Total  

 
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 

Acquisition of finance receivables  64,553,687  -  64,553,687 
Cash collections, net  (75,229,118)  (688,533)  (75,917,651) 
Income recognized on finance receivables, net  16,210,358  117,894  16,328,252 

Cash collections applied to principal  (59,018,760)  (570,639)  (59,589,399) 
Balance, December 31, 2020 $ 109,475,482 $ 1,542,164 $ 111,017,646 

 
Based on current projections, cash applied to principal for level yield portfolios is estimated subsequent to 
December 31, 2020, as follows: 
 

2021 $ 57,202,310 
2022  34,339,702 
2023  12,713,402 
2024  3,695,163 
2025  1,234,846 
2026  290,059 
 $ 109,475,482 

 
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, Continued 
 
  2020   2019  
 

Accretable yield, beginning balance $ 46,315,228 $ 38,859,358 
Net additions on existing receivables  6,665,607  6,927,885 
Additions for current purchases  15,821,678  22,660,076 
Decrease in expected cash flows of receivables  (6,577,806)  (6,491,041) 
Derecognition of VIEs  253,432  4,048,987 
Revenue recognized, net  (16,328,253)  (19,690,037) 

Accretable yield, ending balance $ 46,149,886 $ 46,315,228 
 
During the year ended December 31, 2020, the Companies purchased receivable portfolios with a face value of 
$962,198,967 for $64,553,687 or a purchase cost of 6.7% of face value. 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. Gross finance receivables consist of the following as of December 31, 2020 and 2019: 
 
  2020   2019  
 

Performing, consumer loans  $ 17,231,116 $ 17,281,859 
Patient self-pay remainder  1,019,228  1,801,597 
Tax liens on real estate  881,254  1,458,020 
Consumer loans, revolving credit, utility and medical accounts  89,220,471  75,203,988 
Plaintiff cash advances  124,545  124,596 
Performing merchant cash advances  144,538  274,471 
Judgments  10,019,798  15,587,798 
 $ 118,640,950 $ 111,732,329 

 
Note 3. Property and Equipment 
 
Property and equipment consist of the following at December 31: 
 
  2020   2019  
 

Leasehold improvements $ 88,785 $ 88,785 
Computers  20,680  15,705 
  109,465  104,490 
Accumulated depreciation  (103,632)  (99,112) 
 $ 5,833 $ 5,378 

 
Depreciation expense for the year ended December 31, 2020 and 2019, totaled $4,520 and $5,167, respectively. 
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Note 4. Intangible Assets and Goodwill 
 
Intangible assets and goodwill consist of the following at December 31: 
 
  Lives   2020   2019  

Cost 
Customer relationships  6 years  $ 2,171,000 $ 2,171,000 
Proprietary processes  6 years   576,000  576,000 
Goodwill  10 years   964,402  964,401 

    3,711,400  3,711,401 
Accumulated amortization 

Customer relationships    (2,171,000)  (2,171,000) 
Proprietary processes    (576,000)  (576,000) 
Goodwill    (723,500)  (627,060) 
    (3,470,500)  (3,374,060) 

   $ 240,902 $ 337,341 
 
As of December 31, 2020, all intangible assets were fully amortized. The estimated amortization of goodwill for 
the years subsequent to December 31, 2020, is as follows: 
 

2021 $ 96,440 
2022  96,440 
2023  48,022 
 $ 240,902 

 
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 $70,000,000 senior term facility 
(the “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 
6.65% at December 31, 2020). 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, 2020, the outstanding balance under the Senior Line of Credit was 
$5,000,000. As of December 31, 2019 the outstanding balance under the Senior Line of Credit was $4,500,000.  
 
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 December 2022. 
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Note 6. Senior Term Loan 
 
In August 2018, Flock entered into 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% (6.65% at December 31, 2020). 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, 2020, the outstanding balance under 
the Senior Term Loan was $54,500,000. The December 31, 2020 outstanding balance under the Senior Term Loan 
of $53,761,574 is net of unamortized deferred loan costs of $738,426. 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 $47,818,542 is net of unamortized deferred loan costs of $1,181,457 
 
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 – July 2020  45,000,000 
August 2020 – September 2020  50,000,000 
October 2020 – December 2020  55,000,000 
January 2021 – March 2021  60,000,000 
April 2021 – June 2021  65,000,000 
July 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% (10.65% at 
December 31, 2020). 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, 2020, and 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 
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Note 6. Senior Term Loan, Continued 
 
As of December 31, 2020, the Companies have 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.  
 
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 of March 31, 
2023, when a balloon payment of the balance is due and payable in full. There were 6 subordinated promissory 
notes totaling $6,250,000 that matured on September 30, 2020 that the Companies defaulted on. The Companies, 
as required by the note purchase agreement, increased the fixed rate of the quarterly interest-only payments to 
18%, 12% payable in cash and 6% added to the principal as payment-in-kind (PIK). The Companies made 
repayments of $1,000,000 on the 6 defaulted subordinated promissory notes on October 2, 2020. As of December 
31, 2020, the past due principal balance, excluding accumulated PIK, on the defaulted subordinated promissory 
notes was $5,250,000. The Companies paid off the balance of the defaulted subordinated promissory notes on 
March 5, 2021 (Note 1).   
 
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 2019 and 2020, 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, 2020, including amendments 
to maturity dates, and excluding PIK amounts, are as follows for the years ending December 31: 
 

Matured $ 5,250,000 
2021  - 
2022  - 
2023  34,550,000 
 $ 39,800,000 
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Note 8. Long-Term Debt 
 
In May 2020, the Companies executed a term note with a financial institution which provides for an unsecured 
loan in the amount of $217,500, pursuant to the Paycheck Protection Program (“PPP”) under the CARES Act. The 
PPP term note has a two-year term and bears interest at a fixed rate of 1 percent per annum. Monthly principal 
and interest payments are deferred for six months after the date of disbursement. The PPP term note may be 
prepaid at any time prior to maturity with no prepayment penalties. The PPP also provides that this loan may be 
partially or wholly forgiven if the funds are used for certain qualifying expenses as described in the CARES Act, and 
later amended by the Paycheck Protection Program Flexibility Act (the "Flexibility Act") signed into law in June 
2020. Such forgiveness will be determined, subject to limitations, based on the use of loan proceeds for payment 
of payroll costs and any payments of mortgage interest, rent, and utilities. Management believes its use of PPP 
proceeds for the approved expense categories will be fully forgiven if the Companies satisfy certain employee 
headcount and compensation conditions. The PPP term note matures in May 2022 and management currently 
believes this loan will be forgiven before maturity. As of the date of this report, the Companies have applied for 
forgiveness of the PPP term note. 
 
Note 9. 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 CKS 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 
JTM JV, FMMF LCSC JV, FMMF LGI JV, FMMF LS JV, FMMF LTD JV, FMMF PER JV, FMMF PKD JV, FMMF RDS JV, 
FMMF RSG JV, FMMF SCM JV, and FMMF RFR 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. 
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Note 9. Variable Interest Entities, Continued 
 
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, 2020 and 
2019: 
 
  2020   2019  

Assets and liabilities of consolidated VIEs 
Accounts receivable $ 6,554,634 $ 8,879,051 
Finance receivables, net  111,017,646  106,053,358 

Total assets $ 117,572,280 $ 114,932,409 
 
The noncontrolling interest equity consists of the following at December 31: 
 
  2020   2019  
 

FMMF CCG Joint Venture $ - $ 574,582 
FMMF CKS Joint Venture  530,260  275,256 
FMMF CVI Joint Venture  2,173,098  1,452,930 
FMMF DEC Joint Venture  102,611  223,340 
FMMF DIV / DIV II Joint Ventures  6,658,869  7,349,863 
FMMF ECCO Joint Venture  23,421  46,014 
FMMF FFIFV Joint Venture  -  142,985 
FMMF FPVI Joint Venture  2,492,601  1,427,432 
FMMF FRH Joint Venture  -  233,962 
FMMF GTM Joint Venture  178,672  344,214 
FMMF HA Joint Venture  17,597  102,203 
FMMF HDH Joint Venture  51,483  258,990 
FMMF JTM Joint Venture  -  371,416 
FMMF LCSC Joint Venture  153,828  161,055 
FMMF LGI Joint Venture  -  10,811 
FMMF LS Joint Venture  -  77,626 
FMMF LTD Joint Venture  469,621  199,751 
FMMF PER Joint Venture  1,386,307  1,215,587 
FMMF PKD Joint Venture  330,467  73,870 
FMMF RDS Joint Venture  -  169,471 
FMMF RSG Joint Venture  31,692  31,692 
FMMF SCM Joint Venture  97,447  102,244 
FMMF RFR Joint Venture  37,653  - 
 $ 14,735,627 $ 14,845,294 
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Note 9. Variable Interest Entities, Continued 
 
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. 
 
Excluding interest in the Companies' finance receivables attributable to noncontrolling interest, the finance 
receivables attributable to Flock as of December 31, 2020 and 2019, are as follows: 
 
  2020   2019  
 

Finance receivables, net, consolidated $ 111,017,646 $ 106,053,358 
Noncontrolling interest  (14,735,627)  (14,845,294) 

Finance receivables, net attributable to Flock $ 96,282,019 $ 91,208,064 
 
Excluding interest in the Companies' revenues attributable to partners in noncontrolling interests, revenues 
attributable to Flock as of December 31, 2020 and 2019, are as follows: 
 
  2020   2019  
 

Investment revenues, net $ 18,659,314 $ 22,184,836 
Less revenues attributable to noncontrolling interests  (6,568,282)  (9,090,069) 

Revenues attributable to Flock $ 12,091,032 $ 13,904,767 
 
Note 10. 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. 
 
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 10. 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, 2020 and 2019, 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 10. 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, 2020 and 2019, there were 862,001 warrants outstanding. 
 
Note 11. Leases 
 
The Companies have entered into a noncancelable lease for its office space, which expires in August 2021. Rental 
expense for the years ended December 31, 2020 and 2019, totaled $141,996 and $113,762, 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 $98,274. The lease expiring during 2021 may either 
be renewed under available renewable options, renegotiated or replaced.  
 
Note 12. Related Party Transactions 
 
Historically, the Companies allowed for the participation in financing provided to the debt buyers by entities 
owned by members of management and/or unit holders. This participation was typically limited to 3-30% of the 
total amount of financing provided by the Companies. The related parties paid 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, 2020 and 2019, outstanding participation by these related parties totaled $325,412 or 0.3% 
of finance receivables outstanding, and $1,091,763 or 1% of finance receivables outstanding, respectively.  
 
Noncontrolling interest members provide certain debt collection services to the consolidated entities. During the 
years ended December 31, 2020 and 2019, payments to noncontrolling interest members for debt collection 
services, primarily composed of their respective interest in the underlying finance receivables outstanding, totaled 
$34,564,744 and $34,674,643, respectively.  
 
 

 



Supplemental Schedule 1

Flock Financial, LLC and Consolidated Entities
Consolidating Balance Sheet

As of December 31, 2020

Flock  Flock Consolidating Flock Noncontrolling

Financial, LLC SPV I, LLC Eliminations Consolidated Interest Consolidated

Assets

Assets

Cash and cash equivalents 1,179,271$        1,039,043$        -$                        2,218,314$        -$                         2,218,314$        

Finance receivables, net of allowance 5,360,932           90,921,087        -                          96,282,019        14,735,627        111,017,646      

Accounts receivable 832,241              5,722,393           -                          6,554,634          -                           6,554,634           

Prepaid expense and other assets 387,821              -                           -                          387,821             -                           387,821              

Property and equipment, net 5,833                   -                           -                          5,833                  -                           5,833                   

Goodwill, net 240,902              -                           -                          240,902             -                           240,902              

Intercompany receivables -                           188,576,747      (188,576,747)    -                          -                           -                           

Investment in subsidiary 226,896,257      -                           (226,896,257)    -                          -                           -                           

Total assets 234,903,257$    286,259,270$    (415,473,004)$  105,689,523$   14,735,627$      120,425,150$    

Liabilities and Equity

Liabilities

Senior revolving line of credit -$                         5,000,000$        -$                        5,000,000$        -$                         5,000,000$        

Senior term loan, net of deferred loan costs -                           53,761,574        -                          53,761,574        -                           53,761,574        

Subordinated promissory notes 42,561,880        -                           -                          42,561,880        -                           42,561,880        

Paycheck Protection Program term note 217,500              -                           -                          217,500             -                           217,500              

Accounts payable 133,857              -                           -                          133,857             -                           133,857              

Accrued expenses 589,997              374,691              -                          964,688             -                           964,688              

Dividends payable 344,980              -                           -                          344,980             -                           344,980              

Deferred revenue 20,553                226,748              -                          247,301             -                           247,301              

Intercompany payables 188,576,747      -                           (188,576,747)    -                          -                           -                           

Total liabilities 232,445,514      59,363,013        (188,576,747)    103,231,780     -                           103,231,780      

Equity

Flock Financial, LLC Equity

Series A preferred units, 40,000,000 units authorized, 

17,175,869 units issued and outstanding 16,886,376        -                           -                          16,886,376        -                           16,886,376        

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 -                           214,208,057      (214,208,057)    -                          -                           -                           

Additional paid‑in capital 220,536              -                           -                          220,536             -                           220,536              

Retained (deficit) earnings (21,723,795)       12,688,200        (12,688,200)      (21,723,795)      -                           (21,723,795)       

Total Flock Financial, LLC equity 2,457,743           226,896,257      (226,896,257)    2,457,743          -                           2,457,743           

Noncontrolling interests -                           -                           -                          -                          14,735,627        14,735,627        

Total equity 2,457,743           226,896,257      (226,896,257)    2,457,743          14,735,627        17,193,370        

Total liabilities and equity 234,903,257$    286,259,270$    (415,473,004)$  105,689,523$   14,735,627$      120,425,150$    

See Independent Auditor's Report
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Supplemental Schedule 2

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                   

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$    

See Independent Auditor's Report
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Supplemental Schedule 3

Flock Financial, LLC and Consolidated Entities
Consolidating Statement of Income

For the year ended December 31, 2020

Flock  Flock Consolidating Flock Noncontrolling

Financial, LLC SPV I, LLC Eliminations Consolidated Interests Consolidated

Revenues

Income recognized on finance receivables, net 1,172,847$       8,587,124$       -$                       9,759,971$       6,568,282$       16,328,253$     

Fee income 2,441,968         2,015,082         (2,125,989)        2,331,061         -                          2,331,061         

Total revenues, net 3,614,815         10,602,206       (2,125,989)        12,091,032       6,568,282         18,659,314       

Operating expenses

Personnel expense 3,112,200         -                          -                          3,112,200         -                          3,112,200         

General and administrative 1,393,060         2,260,360         (2,125,989)        1,527,431         -                          1,527,431         

Total operating expenses 4,505,260         2,260,360         (2,125,989)        4,639,631         -                          4,639,631         

Income (loss) from operations (890,445)           8,341,846         -                          7,451,401         6,568,282         14,019,683       

Other income (expense)

Interest expense (6,241,634)        (4,559,531)        -                          (10,801,165)      -                          (10,801,165)      

Income from subsidiary 3,782,315         -                          (3,782,315)        -                          -                          -                          

Total other expense, net (2,459,319)        (4,559,531)        (3,782,315)        (10,801,165)      -                          (10,801,165)      

Net income (loss) (3,349,764)$      3,782,315$       (3,782,315)$      (3,349,764)$      6,568,282$       3,218,518$       

See Independent Auditor's Report
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Supplemental Schedule 4

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$       

See Independent Auditor's Report
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