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More than a transaction



Letter to Investors

2021: The Power of Profitability 

Dear Investors:

As the FLOCK staff looks out from its new headquarters at the Galleria, we are in awe of the image of the Braves stadium, a proud 
symbol of a winning team, and a winner of the World Series in 2021 for the first time in a century.  What an inspiration. What a future. 

As Babe Ruth said: “You can’t beat the person who never gives up….”  So, while we incurred our worst loss in 2020, largely due to 
the pandemic, we experienced a giant improvement and our most profitable year ever in 2021. Profits soared from a loss of $3.3M 
to a gain of $1.9M, or a $5 M swing in one year.  This huge return to profitability gave us new power and credibility during the capital 
raise process which culminated in a recapitalization of the company in May of this year.  

In 2021, the government stimulus payments played a significant role in this rebound, and no one expected the American consumer 
to save rather than spend.   Consequently, the movement to pay off debt saw a major increase in collections and cash receipts, 
which scored a record at $78.2 M. Likewise, net revenues grew to a record $17M and EBITDA to $13.4M, which was the result of 
strong revenues and a painful cut of $1 million of operating expenses.  Also contributing to the strength of net revenue were the 
deep performance analytics and the consistent oversight of our portfolio collections.  Moreover, every single one of our customers 
stayed with FLOCK, now the oldest middle market non-institutional lender in our industry, throughout the pandemic crisis.

The one negative of 2021 was the continued decrease in the supply of debt and skyrocketing debt prices. The Lending Club debt 
portfolio, a bellwether fintech company, sold for its highest price ever at 18 cents. So, FLOCK had to balance the need for discipline 
with the need to cover fixed costs and to retain key customers. As a result, deployments dropped to $48M, the lowest level in years. 
And with the huge growth in cash collections combined with the drop in deployments, our Expected Remaining Net Collections, 
(ERNC) or future projected cash flow, dropped by 14% to $107 M. The balance sheet shrunk to $83 M of finance receivables, or 
Assets Under Management, as well. 

Yet, as in many crises there is often opportunity. Today, unsecured personal loan delinquencies rose from 2.8% in Q2 2021 to 3.37% 
in Q2 2021. Credit card originations are increasing by 26%. Our bellwether creditor, Lending Club, generated 139% more loans. So, 
the tailwinds are picking up for the industry and for FLOCK.   Supply of debt is slowly coming back. We see it in our pipeline and 
creditors are back selling flows. 

So, we enter 2022 having just successfully recapitalized the company with new senior debt, provided by Regions Bank, who also 
funds the top three debt buyers in the country. The mezzanine debt is funded by Pennant Park, a junior capital fund, who bought 
out all the current mezzanine investors. Together, the new senior and mezzanine debt will lower our cost of capital substantially and 
improve our profitability and competitive position in the marketplace.  The success of the capital raise was due in large part to our 
history in the market, the results over time, analytics, our brand, and most importantly the team. 

As another baseball icon, Hank Aaron, said “You may not think you’re going to make it. You may want to quit. But if you keep your 
eye on the ball, you can accomplish anything.” We have our eyes on the ball, and the bases are loaded!

Thank you for your loyal and continued support.

Michael R. Flock
Chairman & CEO

Sincerely,
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Business Development Objectives

The full effect of the pandemic was felt in the debt buying market in 2021.  The sharp pullback in 2020 
originations and the steady flow of government stimulus packages drove delinquencies to record lows, 
significantly decreasing the supply of charged-off debt on the market.  This supply shortage dramatically 
increased competition and as a result, prices continued their climb to new historic levels.  FLOCK reacted to the 
market conditions in two ways. 

First, FLOCK continued to invest in and improve our underwriting practices, as well as our reporting and analytics, 
and the mining of our historical collection data which allows us to better identify the risks associated with the 
limited portfolios offered on the market.  FLOCK maintained pricing discipline and was very selective in the 
number of portfolios we funded. This resulted in fewer transaction approvals in an already low volume market. 
Secondly, FLOCK continued developing its financing structures by offering a “Loan Like” product with 
guarantees that supported select clients who wanted more pricing flexibility.  This structure was designed to 
protect FLOCK’s investment and move more credit risk to our clients.

Along with the downturn in deployments, the economic conditions prevented FLOCK from expanding its client 
base or moving into new markets and asset classes. The increase in collections from government stimulus 
payments left our clients and prospects with significant cash on hand, further reducing the need for FLOCK 
financing to purchase the limited purchases they were making. 

The combination of reduced supply and higher pricing increased competition for funding.  Our competitors 
reduced interest rates and offered more flexible terms. In response to the competition and in anticipation of 
securing more efficient capital, FLOCK reduced internal margins and offered more competitive terms for 
appropriate transactions.  It was through using this approach that FLOCK was able to maintain all of its clients 
through 2021. 
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FLOCK is still bullish on the market. 
The market conditions anticipated by Flock are becoming a reality in early 2022.  Deployments January – March 
2022 are 247% ahead of 2021 same period.  This is a result of serval factors; 1) an increase in consumer credit 
originations, 2) the impact of FLOCK’s lower cost of capital allowing sour clients more pricing flexibility, 3) 
softening of charge-off sale prices and 4) a slight increase in consumer delinquency rates.

We expect market conditions to continue improving thru 2023. 

Our focus for 2022 will mirror our 2021 objectives:   

• Expand Penetration into Existing Markets

• Acquire New Clients

• Explore, Evaluate and Fund New Asset Classes

• Continue to Develop and Offer Competitive and Flexible Transaction Structures to the Market

Dollars in millions
LendingClub Corporation - Quarterly Loan OriginationsThe chart to the right illustrates how Lending Club 

tightened their credit policies at the onset of the 
pandemic.  Lending Club, like most major issuers, 
severely restricted originations as they evaluated the 
long-term credit risk due to the effects of the 
COVID-19 pandemic.  This resulted in considerably 
lower charge-off volumes.  As the chart shows, 
starting in Q1 2021, originations started to return to 
pre-covid levels indicating that charge-off levels 
should increase and most likely exceed 2019 levels.
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2021 Deployments

In 2021 FLOCK’s deployments continued to be 
negatively impacted by the effects of the pandemic.  
As consumer credit originations slowly rebounded, 
delinquencies remained at record lows, greatly 
reducing the volume of charge-offs offered for sale in 
the debt buying market. This restriction of supply 
continued to drive prices up and further narrowed 
transaction margins.  As a result, FLOCK deployed 
$48.5 million, during 2021, an 18% decline from 2020 
and a 43% decline from an enterprise high of $84 
million in 2019.

 During the fiscal year ending December 31, 2021, 
FLOCK financed the purchase of $488 million unpaid 
principal balance in distressed and performing 
consumer debt across 141 distinct portfolios, 10 asset 
classes and 12 clients.
      
The 2021 deployment total brought the organization’s 
cumulative deployments (on balance sheet and 
sidecar) to $441 million consisting of 1,201 portfolios 
and over $19 billion in receivable face value.

On the right, the charts displayed illustrate FLOCK 
annual deployment volumes (dating back to 2009 
from the Flock Advisors /Falcon Fund platforms).  The 
chart clearly illustrates the effect of the COVID 
pandemic and government stimulus programs on the 
2020 and 2021 FLOCK deployments.
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2021 Portfolio Underwriting and Collections Performance

FLOCK underwrites every portfolio with two primary objectives in mind. First, is to not lose money. By utilizing our 
history of portfolio performance metrics, FLOCK leverages its data to establish a 60-month cashflow forecast for each 
portfolio that we consider. The second goal is to make as much money as possible. FLOCK does this by working with 
our clients to create the best structure that meets the needs of its clients while putting FLOCK in the best position to 
be a long-term partner for its clients. The chart below shows the original expected IRR for each of the 141 portfolios 
funded during 2021. Utilizing a disciplined approach due to evolving market conditions has pushed our targeted 
returns lower than in prior years.  Despite occasional outliers, most of our portfolios are initially forecast to generate an 
IRR in the range of 15% - 25%.
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Portfolios Funded January 1, 2021 through December 31, 2021
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2021 was a banner year in performance 
for previous investments. The liquidity in 
the market led to a substantial increase in 
actual collections compared to the 
original forecast. There is variance in 
portfolio performance. Some will 
underperform, some will be closer to 
expectations, and some will significantly 
overperform. FLOCK believes that by 
focusing on the two primary objectives it 
will limit our downside potential while 
delivering the returns that our investors 
have come to expect. Comparative 
testing indicates that a 20% miss in gross 
collections only leads to a 5% decline in 
cash to Flock.

Underwriting works with the rest of the 
team at FLOCK to ensure we are being 
reasonable when evaluating our cash 
receipts to determine the optimal 
revenue recognition for each investment. 
Even when a portfolio looks like an 
overperformer, we do not assume this in 
our forecast. FLOCK will continue to be 
sensible and realistic when projecting 
cash flows at the time of a portfolio 
investment. The chart at right  shows our 
performance of actual cash relative to 
our forecasted cash each year only for 
portfolios owned as of the prior year 
end. As is evident, our forecasting has 
been consistently solid. 
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2021 Profit &
Loss Performance

2021 results represented a strong comeback year 
for FLOCK Specialty Finance, as the company 
showed its resilience and depth of relationships 
by bouncing back from a difficult 2020, a year 
significantly hampered by the onset of the 
pandemic.

Net cash receipts to Flock Financial, LLC rose 19% 
in 2021 to $78.5 million, by far a record high in 
FLOCK’s history.  The 2021 cash receipts 
generated another all-time company highpoint: 
$18.0 million of gross revenue, which represents a 
28.6% year-over-year improvement over 2020.
Net portfolio revenue was again the largest 
contributor to our revenue stream, accounting for 
86% of our gross revenues. 

In accordance with GAAP standards, we record a 
quarterly valuation allowance against finance 
receivables to account for variances in actual 
portfolio collections versus original expectations.  
During 2021, these allowance charges totaled 
$0.96 million, and were netted against gross 
revenues, resulting in net revenues equal to $17.1 
million for the year, an increase of 41% relative to 
2020.

During 2021, operating expenses for Flock 
Financial, LLC decreased by nearly $1 million 
(21%) year-over-year, reflecting a dramatic cost 
savings initiative.  Increased rent expense reflects 
our decision to extend our lease at Galleria 100 
for a final 1-year extension, before moving to 
Galleria 400 in early 2022. Travel expense, while 
still nearly one-half of levels seen in years prior to 
2020, did increase over prior year as restrictions 
from the pandemic were being lifted.

Dollars in Thousands
Flock Financial, LLC Revenues
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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.”

Operating Expenses:
Personnel Expenses

Professional Fees

Travel

Rent

Telephone & IT Systems

Advertising & Marketing

Office Expense

Insurance

Miscellaneous Expense

Total Operating Expenses(1)

Fiscal Year Ending December 31

$2,846,634

675,815
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96,168

111,363

94,564

22,637
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44,956
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$3,179,198

552,713
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$4,463,913

$3,112,200
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Amortization Expense

Depreciation Expense
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Interest Expense, Mezzanine

Total Expenses

$1,002,884

20,622

2,489,952

4,102,091

$11,729,943

$643,029

4,520
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6,138,077

$15,440,797

$1,327,727

3,661

4,002,708

6,254,470

$15,168,606
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$853,664
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3,487,616

5,975,608

$14,785,968
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Our income statement is also impacted by certain “non-operating” expenses including amortization and 
interest expense. During 2021, interest expense on senior debt decreased 2.8% to $4.0 million, reflecting a 
paydown of $9.5 million against our Term Loan balance negotiated with MidCap in June 2021,. In addition, 
interest on mezzanine debt increased 1.9% during 2021 to $6.25 million.

Combining our growth in net revenues with the substantial reductions in operating expenses, our earnings 
before interest, taxes, depreciation and amortization (EBITDA) margin rose for the year.  For 2021, we reported 
EBITDA of $13.49 million, 79% over our 2020 EBITDA.     

FLOCK’s Earnings before junior interest and taxes (EBJIT) and our net income also saw corresponding growth 
for the year. 2021 EBJIT increased 193% to $8.16 million and Net Income for the year finished at $1.9 million, 
versus a substantial loss in 2020.

Despite many challenges in the economy and industry that continued on into 2021, FLOCK was able to do as 
promised and restore profitability.  

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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2021 Balance Sheet

During the year, total assets of Flock Financial, LLC on an unconsolidated basis remained virtually flat at $106 
million, as Finance Receivables decreased and cash on hand balances grew, representing a lack of deployment 
opportunities during the year. 

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 
$91.9 million, down 11.6% from our 2020 year-end balance of $103.9 million.  

Accounting for the valuation allowance, our net finance receivables outstanding equaled $83.3 million as of 
December 31, 2021.  On a consolidated basis inclusive of “side-car” participation interests and the 
noncontrolling JV interests of our clients, total net finance receivables outstanding equaled $101.6 million at 
year-end (please note that this $101.6 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
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In terms of our portfolio composition, we shifted the composition of our assets across product types and across 
clients, with BHPH Auto Loans showing the largest increase by moving from 13% to 33% over the course of the year.  
The charts below break out our year-end net finance receivables by product for our on-balance sheet portfolios as 
of December 31, 2020, and as of December 31, 2021.

As a result of the extraordinary year of 
collections in 2021, including strategic sales of 
many of our existing portfolios, plus the 
reduction in market opportunities for new, 
profitable deployments, FLOCK’s expected 
remaining net collections, or ERNC, decreased 
12.4% from $122.3 million at year-end 2020 to 
$107.2 million at year-end 2021.  The ERNC 
less our net investment basis yields our 
“Unrealized Net Profit”, which also decreased 
8.5% to $23.8 million as of December 31, 
2021. A rebuilding of the ERNC in 2022 with 
profitable deals is essential in order to return 
to 2021 levels of performance and beyond. 
FLOCK is confident that the market conditions 
and the new capital structure will help 
facilitate such growth in 2022 and beyond.

Dollars in Thousands
ERNC vs. Net Investment Basis
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During 2021, FLOCK’s total liabilities 
decreased slightly from $104.0 
million at the beginning of the year 
to $103.4 million as of December 31, 
2021.

The book value of equity for Flock 
Financial, LLC grew slightly from $2.5 
million at the end of 2020 to $2.9 
million as of December 31, 2021.  
This increase resulted primarily from 
our net income during the year 
offset by the 8.0% cash dividends 
paid to holders of the Series A 
Preferred Units. 

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

(1) In addition to the consolidated results of Flock Financial, LLC
 presented in our audited financial statements, Flock senior
 management also reviews certain financial data on an
 unconsolidated basis.  These unconsolidated financial measures
 are not prepared in accordance with accounting principles
 generally accepted in the United States (“GAAP”).  However,
 Flock senior management believes that these non-GAAP
 financial measures reflect an additional way of viewing aspects
 of Flock’s business that, when viewed with its GAAP results,
 provide a more complete understanding of factors and trends
 affecting Flock’s business.
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FLOCK FINANCIAL, LLC - UNCONSOLIDATED BALANCE SHEET ITEMS
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Independent Auditor’s Report 
 
 
To the Members 
Flock Financial, LLC 
Atlanta, Georgia 
 
 
Opinion 
 
We have audited the consolidated financial statements of Flock Financial, LLC and its Consolidated Entities (the 
“Companies”), which comprise the consolidated balance sheets as of December 31, 2021 and 2020, 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 (collectively, the “financial statements”). 
  
In our opinion, the accompanying financial statements present fairly, in all material respects, the financial position 
of the Companies as of December 31, 2021 and 2020, 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. 
  
Basis for Opinion 
 
We conducted our audits in accordance with auditing standards generally accepted in the United States of America 
(GAAS). Our responsibilities under those standards are further described in the Auditor’s Responsibilities for the 
Audit of the Financial Statements section of our report. We are required to be independent of the Companies and 
to meet our other ethical responsibilities, in accordance with the relevant ethical requirements relating to our 
audits. We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for 
our audit opinion. 
  
Responsibilities of Management for the Financial Statements 
 
Management is responsible for the preparation and fair presentation of the financial statements in accordance 
with accounting principles generally accepted in the United States of America, and for the design, implementation, 
and maintenance of internal control relevant to the preparation and fair presentation of financial statements that 
are free from material misstatement, whether due to fraud or error. 
  
In preparing the financial statements, management is required to evaluate whether there are conditions or events, 
considered in the aggregate, that raise substantial doubt about the Companies’ ability to continue as a going 
concern within one year after the date that the financial statements are issued (or within one year after the date 
that the financial statements are available to be issued when applicable). 
  
Auditor’s Responsibilities for the Audit of the Financial Statements 
 
Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free 
from material misstatement, whether due to fraud or error, and to issue an auditor’s report that includes our 
opinion. Reasonable assurance is a high level of assurance but is not absolute assurance and therefore is not a 
guarantee that an audit conducted in accordance with GAAS will always detect a material misstatement when it 
exists. The risk of not detecting a material misstatement resulting from fraud is higher than for one resulting from 
error, as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the override of 
internal control. Misstatements are considered material if there is a substantial likelihood that, individually or in 
the aggregate, they would influence the judgment made by a reasonable user based on the financial statements.  
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 Auditor’s Responsibilities for the Audit of the Financial Statements, Continued 
 
In performing an audit in accordance with GAAS, we: 
  

• Exercise professional judgment and maintain professional skepticism throughout the audit. 

• Identify and assess the risks of material misstatement of the financial statements, whether due to fraud 
or error, and design and perform audit procedures responsive to those risks. Such procedures include 
examining, on a test basis, evidence regarding the amounts and disclosures in the financial statements. 

• Obtain an understanding of internal control relevant to the audit 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 Companies’ internal control. Accordingly, no such opinion is expressed. 

• Evaluate the appropriateness of accounting policies used and the reasonableness of significant accounting 
estimates made by management, as well as evaluate the overall presentation of the financial statements. 

• Conclude whether, in our judgment, there are conditions or events, considered in the aggregate, that 
raise substantial doubt about the Companies’ ability to continue as a going concern for a reasonable 
period of time. 

We are required to communicate with those charged with governance regarding, among other matters, the 
planned scope and timing of the audit, significant audit findings, and certain internal control–related matters that 
we identified during the audit. 
 
Supplementary Information 
 
Our audits were conducted for the purpose of forming an opinion on the consolidated financial statements as a 
whole. The consolidating supplementary information is presented for purposes of additional analysis rather than 
to present the financial position, results of operations and cash flows 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 supplementary 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 28, 2022 



Flock Financial, LLC and Consolidated Entities
Consolidated Balance Sheets
As of December 31, 2021 and 2020

2021 2020
Assets

Assets
Cash and cash equivalents 16,142,740$     2,218,314$       
Finance receivables, net (allowance of $8,587,667 and $7,623,304

as of December 31, 2021 and 2020, respectively) 101,557,586     111,017,646     
Accounts receivable 5,259,936         6,554,634         
Prepaid expense and other assets 341,332             387,821             
Property and equipment, net 17,001               5,833                 
Goodwill, net 144,462             240,902             

Total assets 123,463,057$   120,425,150$   

Liabilities and Equity

Liabilities
Senior revolving line of credit -$                        5,000,000$       
Senior term loan, net of deferred loan costs 43,914,298       53,761,574       
Subordinated promissory notes 43,702,114       42,561,880       
Paycheck Protection Program term note 224,825             217,500             
Accounts payable 40,787               133,857             
Purchase in settlement 12,635,730       -                          
Accrued expenses 1,237,143         964,688             
Dividends payable 370,123             344,980             
Deferred revenue 152,856             247,301             

Total liabilities 102,277,876     103,231,780     

Equity
Flock Financial, LLC Equity

Series A preferred units, 40,000,000 units authorized, 
18,427,706 and 17,175,869 units issued and outstanding as of
December 31,  2021 and 2020, respectively 18,138,214       16,886,376       

Class B common units, 10,000,000 units authorized,
5,191,500 units issued and outstanding as of
December 31,  2021 and 2020, 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,  2021 and 2020, respectively 3,392,857         3,392,857         

Additional paid in capital 220,536             220,536             
Accumulated deficit (22,495,377)      (21,723,795)      

Total Flock Financial, LLC equity 2,937,999         2,457,743         
Noncontrolling interests 18,247,182       14,735,627       

Total equity 21,185,181       17,193,370       
Total liabilities and equity 123,463,057$   120,425,150$   

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, 2021 and 2020

2021 2020

Revenues
Income recognized on finance receivables, net 22,078,295$     16,328,253$     
Fee income 2,342,450         2,331,061         

Total revenues, net 24,420,745       18,659,314       

Operating expenses
Personnel expense 2,402,607         3,112,200         
General and administrative 1,277,534         1,527,431         

Total operating expenses 3,680,141         4,639,631         
Income from operations 20,740,604       14,019,683       

Other (income) expense
Interest expense 11,488,465       10,801,165       
Gain on forgiveness of Paycheck Protection Program term note (217,500)           -                          

Total other (income) expense 11,270,965       10,801,165       
Net income 9,469,639         3,218,518         

Net income attributable to noncontrolling interests 7,558,712         6,568,282         
Net income attributable to Flock Financial, LLC 1,910,927$       (3,349,764)$      

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, 2021 and 2020

Series A Additional
Preferred Paid

‑

In Accumulated Noncontrolling Total 
Units Class B Class C Capital Deficit Total Interests Equity

Balance, January 1, 2020 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       
Contributions -                         -                         -                         -                         -                         -                         6,748,037         6,748,037         
Dividends in kind 1,251,838         -                         -                         -                         (1,251,838)        -                         -                         -                         
Derecognition of variable

interest entities -                         -                         -                         -                         -                         -                         (178,672)           (178,672)           
Dividends paid -                         -                         -                         -                         (1,430,671)        (1,430,671)        (10,616,522)      (12,047,193)      
Net income (loss) -                         -                         -                         -                         1,910,927         1,910,927         7,558,712         9,469,639         

Balance, December 31, 2021 18,138,214$     3,681,769$       3,392,857$       220,536$          (22,495,377)$    2,937,999$       18,247,182$     21,185,181$     

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, 2021 and 2020

2021 2020

Operating activities
Net income 9,469,639$       3,218,518$       
Adjustments to reconcile net income to net

cash flows provided by operating activities:
Depreciation and amortization 100,100            100,959            
Amortization of debt borrowing costs 1,231,287         546,589            
Provision for loan losses 964,363            1,944,333         
Gain on sale of finance receivables 75,121               (359,857)           
Payment-in-kind interest 384,461            927,182            
Gain on forgiveness of Paycheck Protection Program term note (217,500)           -                         
Changes in operating assets and liabilities:

Accounts receivable 1,294,698         2,324,417         
Prepaid expense and other assets (149,418)           (109,167)           
Accounts payable (93,070)             102,382            
Accrued expenses 272,455            204,664            
Deferred revenue (94,445)             (150,937)           

Net cash flows provided by operating activities 13,237,691       8,749,083         

Investing activities
Purchases of finance receivables, net of purchase in settlement (43,180,433)      (64,553,687)      
Collections applied to finance receivables 63,965,769       54,985,102       
Proceeds from sale of finance receivables 270,971            3,019,821         
Purchases of fixed assets (14,829)             (4,975)               

Net cash flows provided by (used in) investing activities 21,041,478       (6,553,739)        

Financing activities
(Repayments) borrowings on senior term loan (9,500,000)        5,500,000         
Borrowings on senior line of credit 67,906,587       9,000,000         
Repayments on senior line of credit (72,906,587)      (8,500,000)        
Borrowings on subordinated promissory notes 6,005,773         -                         
Repayments on subordinated promissory notes (5,250,000)        (1,000,000)        
Borrowings on Paycheck Protection Program (PPP) term note 224,825            217,500            
Deferred loan costs paid (1,382,656)        -                         
Dividends paid (12,200,722)      (11,546,560)      
Contributions by noncontrolling interests 6,748,037         3,554,883         

Net cash flows used in financing activities (20,354,743)      (2,774,177)        
Net change in cash and cash equivalents 13,924,426       (578,833)           

Cash and cash equivalents, beginning of year 2,218,314         2,797,147         
Cash and cash equivalents, end of year 16,142,740$     2,218,314$       

Cash paid for
Interest 10,257,179$     10,254,576$     

Noncash investing and financing activities
Dividends payable on Series A preferred units 370,123$          344,980$          
Derecognition of variable interest entity (178,672)$         (542,816)$         

See Notes to Consolidated Financial Statements
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Flock Financial, LLC and Consolidated Entities  
Notes to Consolidated Financial Statements  
December 31, 2021 and 2020 
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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 CKS JV, FMMF CRS JV, FMMF CVI 
JV, FMMF DEC JV, FMMF DNF JV, FMMF ECCO JV, FMMF FPVI JV, FMMF FPV2 JV, FMMF GTM JV, FMMF HA JV, 
FMMF HDH JV, FMMF ICC1 JV, FMMF LCSC JV, FMMF LTD JV, FMMF PER JV, FMMF PKD JV, FMMF RSG JV, FMMF 
SCM JV, FMMF RFR JV, FMMF TLI JV, and FMMF WEB JV (collectively, the “Companies”). There is no activity for 
Flock SPV II, LLC for the years ended December 31, 2021 and 2020. 
 
Flock Financial, LLC has identified FMMF CKS JV, FMMF CRS JV, FMMF CVI JV, FMMF DEC JV, FMMF DNF JV, FMMF 
ECCO JV, FMMF FPVI JV, FMMF FPV2 JV, FMMF GTM JV, FMMF HA JV, FMMF HDH JV, FMMF ICC1 JV, FMMF LCSC 
JV, FMMF LTD JV, FMMF PER JV, FMMF PKD JV, FMMF RSG JV, FMMF SCM JV, FMMF RFR JV, FMMF TLI JV, and 
FMMF WEB 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 Delaware limited liability company, Flock SPV I, LLC and Flock SPV II, LLC, 
formed in 2018 as a Delaware limited liability companies, (collectively “Flock”) are specialty finance companies 
providing funding to third parties across a broad range of financial assets through joint ventures. Flock derives its 
revenue from its proportionate collections from portfolios of defaulted consumer receivables and performing sub-
prime consumer receivables and related fees for funding origination and portfolio management. 
 
Defaulted consumer receivables are unpaid financial commitments to credit originators, including banks, credit 
unions, consumer finance companies, commercial retailers, and telecommunication companies. Flock also 
finances third parties in the purchase of tax liens directly from taxing authorities. 
 



Flock Financial, LLC and Consolidated Entities  
Notes to Consolidated Financial Statements  
December 31, 2021 and 2020 
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Note 1. Summary of Significant Accounting Policies and Nature of Business, Continued 
 
Description of business, continued: 
 
FMMF CKS JV, FMMF CRS JV, FMMF CVI JV, FMMF DEC JV, FMMF DNF JV, FMMF ECCO JV, FMMF FPVI JV, FMMF 
FPV2 JV, FMMF GTM JV, FMMF HA JV, FMMF HDH JV, FMMF ICC1 JV, FMMF LCSC JV, FMMF LTD JV, FMMF PER 
JV, FMMF PKD JV, FMMF RSG JV, FMMF SCM JV, FMMF RFR JV, FMMF TLI JV, and FMMF WEB JV 
 
FMMF CKS JV, FMMF CRS JV, FMMF CVI JV, FMMF DEC JV, FMMF DNF JV, FMMF ECCO JV, FMMF FPVI JV, FMMF 
FPV2 JV, FMMF GTM JV, FMMF HA JV, FMMF HDH JV, FMMF ICC1 JV, FMMF LCSC JV, FMMF LTD JV, FMMF PER 
JV, FMMF PKD JV, FMMF RSG JV, FMMF SCM JV, FMMF RFR JV, FMMF TLI JV, and FMMF WEB 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: 
 
Finance receivable purchases are recognized on a trade date basis. As of December 31, 2021 and 2020, finance 
receivables purchased but in the process of settlement totaled $12,635,730 and $0, respectively. 
 
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" 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, 2021 and 2020, the Companies had approximately $15,892,740 and $1,968,000, 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, 2021 and 2020, 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 
2021 as the intangibles were fully amortized as of December 31, 2019. 
 
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, 2021 and 2020, deferred loan costs totaled $1,085,702 and $738,425, respectively. Amortization 
expense related to deferred loan costs for the years ended December 31, 2021 and 2020 was $1,231,287 and 
$546,589, respectively, and is included in interest expense in the accompanying consolidated statements of 
income. Amortization expense is estimated to be $1,085,702 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, 2021 and 2020, 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, 2021 and 2020. 
 
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, 2021 and 2020, 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 35.73%, 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, 2021 and 2020. 
 
Advertising: 
 
Advertising costs are expensed as incurred. Advertising expense totaled $57,535 and $79,117 for the years ended 
December 31, 2021 and 2020, 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, 2021 and 
2020, the Companies have not recognized liabilities for uncertain tax positions or associated interest and 
penalties. 
 
Recently issued accounting pronouncements: 
 
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. The Companies adopted the standard effective 
January 1, 2022 using the modified retrospective approach and practical expedients for transition and will not 
restate comparative periods. The Companies expect that the adoption of ASU 2016-02 will result in the 
recognition of lease liabilities totaling approximately $811,000 and the recognition of right-of-use assets totaling 
approximately $811,000. The Companies do not expect a material change to the timing of expense recognition 
but will continue to evaluate the financial impact as implementation occurs. 
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Note 1. Summary of Significant Accounting Policies and Nature of Business, Continued 
 
Recently issued accounting pronouncements, continued: 
 
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: 
 
The Companies have evaluated subsequent events for potential recognition and disclosure through April 28, 2022, 
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, 2021 and 2020, are as follows: 
 

  Level Yield  Cost Recovery    
  Portfolios   Portfolios   Total  

 
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 

Acquisition of finance receivables  55,816,163  -  55,816,163 
Cash collections, net  (87,309,190)  (45,328)  (87,354,518) 
Income recognized on finance receivables, net  22,039,177  39,118  22,078,295 

Cash collections applied to principal  (65,270,013)  (6,210)  (65,276,223) 
Balance, December 31, 2021 $ 100,021,632 $ 1,535,954 $ 101,557,586 
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Note 2. Finance Receivables, Continued 
 
Based on current projections, cash applied to principal for level yield portfolios is estimated subsequent to 
December 31, 2021, as follows: 
 

2022 $   57,471,073 
2023  27,811,861 
2024  9,603,215 
2025  3,864,357 
2026  1,270,389 
2027  737 
 $ 100,021,632 

 
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: 
 
  2021   2020  
 

Accretable yield, beginning balance $ 46,149,886 $ 46,315,228 
Net additions on existing receivables  8,268,237  6,665,607 
Additions for current purchases  10,518,436  15,821,678 
Decrease in expected cash flows of receivables  (2,384,652)  (6,577,806) 
Derecognition of VIEs  34,616  253,432 
Revenue recognized, net  (22,078,295)  (16,328,253) 

Accretable yield, ending balance $ 40,508,228 $ 46,149,886 
 
During the year ended December 31, 2021, the Companies purchased receivable portfolios with a face value of 
$488,404,904 for $55,816,163 or a purchase cost of 11.4% of face value. 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. Gross finance receivables consist of the following as of December 31, 2021 
and 2020: 
 
  2021   2020  
 

Performing, consumer loans  $ 35,545,084 $ 17,231,116 
Patient self-pay remainder  876,121  1,019,228 
Tax liens on real estate  862,147  881,254 
Consumer loans, revolving credit, utility and medical accounts  67,624,876  89,220,471 
Plaintiff cash advances  124,561  124,545 
Performing merchant cash advances  140,578  144,538 
Judgments  4,971,886  10,019,798 
 $ 110,145,253 $ 118,640,950 
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Note 3. Property and Equipment 
 
Property and equipment consist of the following at December 31: 
 
  2021   2020  
 

Leasehold improvements $ 91,858 $ 88,785 
Computers  32,435  20,680 
  124,293  109,465 
Accumulated depreciation  (107,292)  (103,632) 
 $ 17,001 $ 5,833 

 
Depreciation expense for the year ended December 31, 2021 and 2020, totaled $3,661 and $4,520, respectively. 
 
Note 4. Intangible Assets and Goodwill 
 
Intangible assets and goodwill consist of the following at December 31: 
 
  Lives   2021   2020  

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

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

Customer relationships    (2,171,000)  (2,171,000) 
Proprietary processes    (576,000)  (576,000) 
Goodwill    (819,939)  (723,499) 

    (3,566,939)  (3,470,499) 
   $ 144,462 $ 240,902 

 
As of December 31, 2021, all intangible assets were fully amortized. The estimated amortization of goodwill for 
the years subsequent to December 31, 2021, is as follows: 
 

2022 $ 96,440 
2023  48,022 
2024  - 
 $ 144,462 
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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 
6.60% at December 31, 2021). Flock also incurs an unused fee on the unused portion of the Senior Line of Credit 
at a rate of 0.50%.  
 
In March 2021, Flock amended the terms of the existing Senior Line of Credit and the Senior Term Loan. 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 (Note 
6). For the year ended December 31, 2021 and 2020, the outstanding balance under the Senior Line of Credit was 
$0 and $5,000,000, respectively. 
 
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. 
 
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% (6.60% at December 31, 2021). Flock also incurs an unused fee on the unused portion 
of the Senior Term Loan at a rate of 0.50%. 
 
In March 2021, Flock amended the terms of the existing Senior Term Loan. The amendment decreased the 
maximum principal amount of the Senior Term Loan from $70,000,000 to $55,000,000 and extended the maturity 
date from August 30, 2022 to December 31, 2022 when a balloon payment of the outstanding balance is due and 
payable in full.  
 
As of December 31, 2021, the outstanding balance under the Senior Term Loan was $45,000,000. The 
December 31, 2021 outstanding balance under the Senior Term Loan of $43,914,298 is net of unamortized 
deferred loan costs of $1,085,702. 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. 
 
The Senior Line of Credit and Senior Term Loan have a combined aggregate required minimum draw scheduled as 
follows: 
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Note 6. Senior Term Loan, Continued 
 

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 – February 2021  60,000,000 
March 2021 – December 2022  45,000,000 

 
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% (10.60% at 
December 31, 2021). 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, 2021, and December 31, 2020, the outstanding balance under the Senior 
Term Facility was $0.  
 
The Senior Term Facility has a required minimum draw after the initial funding date (the “Initial Funding Date”), 
the date of the initial advance made, scheduled as follows: 
 

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

 
As of December 31, 2021, 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. 
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Note 7. Subordinated Promissory Notes, Continued 
 
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. In March 2021, 
the Companies entered into one subordinated promissory note totaling $6,005,772. Proceeds of the note issuance 
were used to pay off the balance of the aggregate outstanding balance of the defaulted subordinated promissory 
notes, including accrued and unpaid interest on such notes, that matured on September 30, 2020. 
 
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. 
 
All subordinated promissory notes mature on March 31, 2023.  
 
Scheduled principal payments of subordinated promissory notes as of December 31, 2021, including amendments 
to maturity dates, and excluding PIK amounts, are as follows for the years ending December 31: 
 

2022 $ - 
2023  40,555,772 
 $ 40,555,772 

 
Note 8. Paycheck Protection Program Term Notes 
 
In May 2020, the Companies executed a term note with a financial institution which provided 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 had a two-year term and interest was set at a fixed rate of 1 percent per annum. Monthly principal 
and interest payments were deferred for six months after the date of disbursement. 
 
During 2020, the Companies utilized all of the proceeds from the PPP term note on qualifying payroll costs and 
applied for forgiveness. The balance of the term note of $217,500 at December 31, 2020 was included in the 
liabilities of the Companies. The term note was fully forgiven during the year ended December 31, 2021 and the 
Companies recognized a gain on the forgiveness of the debt within the Consolidated Statements of Income. 
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Note 8. Paycheck Protection Program Term Notes, Continued 
 
In March 2021, the Companies executed 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). The 
PPP2 term note has a five-year term and bears interest at a fixed rate of 1 percent per annum. Monthly principal 
and interest payments are deferred for ten months after the date of disbursement. The PPP2 term note may be 
prepaid at any time prior to maturity with no prepayment penalties. The PPP2 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 Economic Aid Act signed into law in December 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 PPP2 proceeds for the approved expense 
categories will be fully forgiven if the Companies satisfy certain employee headcount and compensation 
conditions. The PPP2 term note matures in March 2026 and management currently believes this loan will be 
forgiven before maturity. As of the date of this report, the Companies have not applied for forgiveness of the PPP2 
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 CKS JV, FMMF CRS JV, FMMF CVI JV, FMMF DEC JV, FMMF DNF JV, FMMF ECCO JV, 
FMMF FPVI JV, FMMF FPV2 JV, FMMF GTM JV, FMMF HA JV, FMMF HDH JV, FMMF ICC1 JV, FMMF LCSC JV, FMMF 
LTD JV, FMMF PER JV, FMMF PKD JV, FMMF RSG JV, FMMF SCM JV, FMMF RFR JV, FMMF TLI JV, and FMMF WEB 
JV as variable interest entities. Flock was deemed the primary beneficiary of these VIEs, even though it does not 
have the majority ownership interest in them, because Flock has the power to direct activities of the VIEs that 
most significantly impact their economic performance under management agreements. Flock's variable interest 
in these businesses relates to financing provided to the businesses and management arrangements between the 
businesses and Flock, involving the management of each business's operations. 
 
As the primary beneficiary of these VIEs, the entities' assets, liabilities and results of operations are included in 
Flock's consolidated financial statements and all significant intercompany balances and transactions have been 
eliminated in consolidation. The following table summarizes the carrying amounts of the VIEs' assets and liabilities 
included in Flock's consolidated balance sheets, prior to intercompany eliminations, as of December 31, 2021 and 
2020: 
  



Flock Financial, LLC and Consolidated Entities  
Notes to Consolidated Financial Statements  
December 31, 2021 and 2020 
 

21 

Note 9. Variable Interest Entities, Continued 
 
  2021   2020  

Assets and liabilities of consolidated VIEs 
Accounts receivable $ 5,259,936 $ 6,554,634 
Finance receivables, net  101,557,586  111,017,646 

Total assets $ 106,817,522 $ 117,572,280 
 
The noncontrolling interest equity consists of the following at December 31: 
 
  2021   2020  
 

FMMF CKS Joint Venture $ 472,569 $ 530,260 
FMMF CRS Joint Venture  56,549  - 
FMMF CVI Joint Venture  3,377,486  2,173,098 
FMMF DEC Joint Venture  100,618  102,611 
FMMF DIV / DIV II Joint Ventures  6,098,219  6,658,869 
FMMF ECCO Joint Venture  32,312  23,421 
FMMF FPVI Joint Venture  2,838,997  2,492,601 
FMMF FPV2 Joint Venture  341,854  - 
FMMF GTM Joint Venture  -  178,672 
FMMF HA Joint Venture  11,388  17,597 
FMMF HDH Joint Venture  51,483  51,483 
FMMF ICC1 Joint Venture  2,236,916  - 
FMMF LCSC Joint Venture  153,828  153,828 
FMMF LTD Joint Venture  162,662  469,621 
FMMF PER Joint Venture  1,294,322  1,386,307 
FMMF PKD Joint Venture  466,086  330,467 
FMMF RSG Joint Venture  31,692  31,692 
FMMF SCM Joint Venture  95,277  97,447 
FMMF RFR Joint Venture  155,255  37,653 
FMMF TLI Joint Venture  64,735  - 
FMMF WEB Joint Venture  204,934  - 
 $ 18,247,182 $ 14,735,627 
 

Disaggregate financial information:  
 
In addition to the consolidated financial statements of Flock Financial, LLC and consolidated entities presented 
herein, Flock senior management also reviews certain financial data on a disaggregated basis. Although this 
disaggregated financial information is not presented in accordance with accounting principles generally accepted 
in the United States of America (GAAP), Flock senior management believes that this disaggregated financial 
information provides information beneficial in evaluating the financial position and results of operations for Flock. 
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Note 9. Variable Interest Entities, Continued 
 
Disaggregate financial information, continued: 
 
Excluding interest in the Companies' finance receivables attributable to noncontrolling interest, the finance 
receivables attributable to Flock as of December 31, 2021 and 2020, are as follows: 
 
  2021   2020  
 

Finance receivables, net, consolidated $ 101,557,586 $ 111,017,646 
Noncontrolling interest  (18,247,182)  (14,735,627) 

Finance receivables, net attributable to Flock $ 83,310,404 $ 96,282,019 
 
Excluding interest in the Companies' revenues attributable to partners in noncontrolling interests, revenues 
attributable to Flock as of December 31, 2021 and 2020, are as follows: 
 
  2021   2020  
 

Investment revenues, net $ 24,420,745 $ 18,659,314 
Less revenues attributable to noncontrolling interests  (7,558,712)  (6,568,282) 

Revenues attributable to Flock $ 16,862,033 $ 12,091,032 
 
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. 
 
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.  
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Note 10. Flock Financial, LLC Equity, Continued 
 
Common units, continued: 
 
There were 6,552,000 units of Class C common units as of December 31, 2021 and 2020, 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. 
 
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: 
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Note 10. Flock Financial, LLC Equity, Continued 
 

Warrants, continued: 
 
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, 2021 and 2020, there were 862,001 warrants outstanding. 
 
Note 11. Leases 
 
The Companies entered into a noncancelable lease in April 2014 for its office space, which expired on March 2, 
2022. The Companies entered into a noncancelable lease for a different office space in October 2021, with a 
commencement date of March 3, 2022 and expiration date of September 2029. Rental expense for the years 
ended December 31, 2021 and 2020, totaled $161,936 and $141,996, respectively, which is included in general 
and administrative expenses in the accompanying Consolidated Statements of Income. 
 
Future minimum lease payments under the noncancelable leases are as follows for the years ending December 31: 
 

2022  $        157,351 
2023  162,013 
2024  166,481 
2025  171,051 
2026  175,756 
Thereafter  508,989 
 $ 1,341,641 

 
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, 2021 and 2020, outstanding participation by these related parties totaled $140,231 or 0.1% 
of finance receivables outstanding, and $325,412 or 0.3% of finance receivables outstanding, respectively.  
 
Noncontrolling interest members provide certain debt collection services to the consolidated entities. During the 
years ended December 31, 2021 and 2020, payments to noncontrolling interest members for debt collection 
services, primarily composed of their respective interest in the underlying finance receivables outstanding, totaled 
$35,713,201 and $34,564,744, respectively. 
 
 



Supplemental Schedule 1

Flock Financial, LLC and Consolidated Entities
Consolidating Balance Sheet
As of December 31, 2021

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

Assets

Assets
Cash and cash equivalents 1,141,740$        15,001,000$      -$                        16,142,740$     -$                         16,142,740$      
Finance receivables, net of allowance 5,905,541          77,404,863        -                          83,310,404        18,247,182        101,557,586      
Accounts receivable 473,037              4,786,899          -                          5,259,936          -                           5,259,936          
Prepaid expense and other assets 341,332              -                           -                          341,332             -                           341,332              
Property and equipment, net 17,001                -                           -                          17,001               -                           17,001                
Goodwill, net 144,462              -                           -                          144,462             -                           144,462              
Intercompany receivables -                           225,158,379      (225,158,379)    -                          -                           -                           
Investment in subsidiary 277,983,532      -                           (277,983,532)    -                          -                           -                           

Total assets 286,006,645$    322,351,141$    (503,141,911)$  105,215,875$   18,247,182$      123,463,057$    

Liabilities and Equity

Liabilities
Senior revolving line of credit -$                         -$                         -$                        -$                        -$                         -$                         
Senior term loan, net of deferred loan costs -                           43,914,298        -                          43,914,298        -                           43,914,298        
Subordinated promissory notes 43,702,114        -                           -                          43,702,114        -                           43,702,114        
Paycheck Protection Program term note 224,825              -                           -                          224,825             -                           224,825              
Accounts payable 40,787                -                           -                          40,787               -                           40,787                
Purchase in settlement 12,635,730        -                           -                          12,635,730        -                           12,635,730        
Accrued expenses 933,566              303,577              -                          1,237,143          -                           1,237,143          
Dividends payable 370,123              -                           -                          370,123             -                           370,123              
Deferred revenue 3,122                  149,734              -                          152,856             -                           152,856              
Intercompany payables 225,158,379      -                           (225,158,379)    -                          -                           -                           

Total liabilities 283,068,646      44,367,609        (225,158,379)    102,277,876     -                           102,277,876      

Equity
Flock Financial, LLC Equity

Series A preferred units, 40,000,000 units authorized, 
18,427,706 units issued and outstanding 18,138,214        -                           -                          18,138,214        -                           18,138,214        

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 -                           256,855,744      (256,855,744)    -                          -                           -                           
Additional paid

‑

in capital 220,536              -                           -                          220,536             -                           220,536              
Retained (deficit) earnings (22,495,377)       21,127,788        (21,127,788)      (22,495,377)      -                           (22,495,377)       

Total Flock Financial, LLC equity 2,937,999          277,983,532      (277,983,532)    2,937,999          -                           2,937,999          
Noncontrolling interests -                           -                           -                          -                          18,247,182        18,247,182        

Total equity 2,937,999          277,983,532      (277,983,532)    2,937,999          18,247,182        21,185,181        
Total liabilities and equity 286,006,645$    322,351,141$    (503,141,911)$  105,215,875$   18,247,182$      123,463,057$    

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, 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 3

Flock Financial, LLC and Consolidated Entities
Consolidating Statement of Income
For the year ended December 31, 2021

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

Revenues
Income recognized on finance receivables, net 1,217,161$       13,302,422$     -$                       14,519,583$     7,558,712$       22,078,295$     
Fee income 2,154,748         2,147,084         (1,959,382)        2,342,450         -                          2,342,450         

Total revenues, net 3,371,909         15,449,506       (1,959,382)        16,862,033       7,558,712         24,420,745       

Operating expenses
Personnel expense 2,402,607         -                          -                          2,402,607         -                          2,402,607         
General and administrative 1,265,086         1,971,830         (1,959,382)        1,277,534         -                          1,277,534         

Total operating expenses 3,667,693         1,971,830         (1,959,382)        3,680,141         -                          3,680,141         
Income (loss) from operations (295,784)           13,477,676       -                          13,181,892       7,558,712         20,740,604       

Other income (expense)
Interest expense (6,450,377)        (5,038,088)        -                          (11,488,465)      -                          (11,488,465)      
Gain on forgiveness of Paycheck Protection Program term note 217,500             -                          -                          217,500             -                          217,500             
Income from subsidiary 8,439,588         -                          (8,439,588)        -                          -                          -                          

Total other expense, net 2,206,711         (5,038,088)        (8,439,588)        (11,270,965)      -                          (11,270,965)      
Net income (loss) 1,910,927$       8,439,588$       (8,439,588)$      1,910,927$       7,558,712$       9,469,639$       

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, 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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