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The global outbreak of COVID-19 has caused severe disruptions in the U.S. economy, and may have an adverse impact 
on our performance, results of operations and access to capital.
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The global outbreak of COVID-19 has caused 
severe disruptions in the U.S. economy, and may have an adverse impact on our performance, results of operations and 
access to capital".

Our portfolio of receivables is not diversified and primarily originates from consumers whose creditworthiness 
is considered less than prime.

Economic slowdowns increase our credit losses.

Because a significant portion of our reported income is based on management’s estimates of the future 
performance of receivables, differences between actual and expected performance of the receivables may cause 
fluctuations in net income.

Due to our lack of significant experience with Internet consumers, we may not be able to evaluate their 
creditworthiness.



Capital markets may experience periods of disruption and instability, which could limit our ability to grow our 
receivables.

The recent growth of our investments in point-of-sale finance and direct-to-consumer receivables may not be 
indicative of our ability to grow such receivables in the future.



Reliance upon relationships with a few large retailers in the point-of-sale finance operations may adversely 
affect our revenues and operating results from these operations.

Reviews and enforcement actions by regulatory authorities under banking and consumer protection laws and 
regulations may result in changes to our business practices, may make collection of receivables more difficult or may 
expose us to the risk of fines, restitution and litigation.

  



The regulatory landscape in which we operate is continually changing due to new rules, regulations and 
interpretations, as well as various legal actions that have been brought against others that have sought to re-characterize 
certain loans made by federally insured banks as loans made by third parties. If litigation on similar theories were 
brought against us when we work with a federally insured bank that makes loans and were such an action successful, 
we could be subject to state usury limits and/or state licensing requirements, loans in such states could be deemed void 
and unenforceable, and we could be subject to substantial penalties in connection with such loans.

Madden v. Midland Funding, LLC

Madden
Madden

Madden Madden

We support a single bank that markets general purpose credit cards and certain other credit products directly to 
consumers.

  



The FDIC has issued examination guidance affecting the bank that utilizes our technology platform to market 
general purpose credit cards and certain other credit products and these or subsequent new rules and regulations could 
have a significant impact on such credit products.

Changes to consumer protection laws or changes in their interpretation may impede collection efforts or 
otherwise adversely impact our business practices.



Funding for automobile lending may become difficult to obtain and expensive.

Our automobile lending business is dependent upon referrals from dealers.

The financial performance of our automobile loan portfolio is in part dependent upon the liquidation of 
repossessed automobiles.

Repossession of automobiles entails the risk of litigation and other claims.



The global outbreak of COVID-19, has caused severe disruptions in the U.S. economy, and may have an 
adverse impact on our performance, results of operations and access to capital.

We are a holding company with no operations of our own. 

We are party to litigation.



We may be unable to use some or all of our net operating loss (“NOL”) carryforwards.

Because we outsource account-processing functions that are integral to our business, any disruption or 
termination of these outsourcing relationships could harm our business.

Failure to keep up with the rapid technological changes in financial services and e-commerce could harm our 
business.

If we are unable to protect our information systems against service interruption, our operations could be 
disrupted and our reputation may be damaged. 

Unauthorized or unintentional disclosure of sensitive or confidential customer data could expose us to 
protracted and costly litigation, and civil and criminal penalties.



Internet and data security breaches also could impede our bank partners from originating loans over the 
Internet, cause us to lose consumers or otherwise damage our reputation or business. 

Regulation in the areas of privacy and data security could increase our costs.



Unplanned system interruptions or system failures could harm our business and reputation.

Climate change and related regulatory responses may impact our business

We elected the fair value option effective as of January 1, 2020, and we use estimates in determining the fair 
value of our loans. If our estimates prove incorrect, we may be required to write down the value of these assets, adversely 
affecting our results of operations. 

Our allowance for uncollectible loans is determined based upon both objective and subjective factors and may 
not be adequate to absorb loan losses.



The price of our common stock may fluctuate significantly, and this may make it difficult for you to resell your 
shares of our common stock when you want or at prices you find attractive.

Future sales of our common stock or equity-related securities in the public market, including sales of our 
common stock pursuant to share lending agreements or short sale transactions by holders of convertible senior notes, 
could adversely affect the trading price of our common stock and our ability to raise funds in new stock offerings. 

The shares of Series A Convertible Preferred Stock are senior obligations, rank prior to our common stock with 
respect to dividends, distributions and payments upon liquidation and have other terms, such as a redemption right, that 
could negatively impact the value of shares of our common stock.



Our outstanding Series A Convertible Preferred Stock has anti-dilution protection that, if triggered, could cause 
substantial dilution to our then-existing holders of common stock, which could adversely affect our stock price.

We have no current plans to pay cash dividends on our common stock for the foreseeable future, and an 
increase in the market price of our common stock, if any, may be the sole source of gain on your investment.

We have the ability to issue additional preferred stock, warrants, convertible debt and other securities without 
shareholder approval.

Our executive officers, directors and parties related to them, in the aggregate, control a majority of our common 
stock and may have the ability to control matters requiring shareholder approval.

The right to receive payments on our convertible senior notes is subordinate to the rights of our existing and 
future secured creditors. 



Our convertible senior notes are junior to the indebtedness of our subsidiaries. 





The following discussion should be read in conjunction with our consolidated financial statements and the related notes 
included therein, where certain terms have been defined.





The global outbreak of COVID-19 has caused severe disruptions in the U.S. economy, and may have an adverse impact 
on our performance, results of operations and access to capital.



Total operating revenue.

Other non-operating revenue.

Interest expense.

Provision for losses on loans, interest and fees receivable recorded at net realizable value.



Changes in fair value of loans, interest and fees receivable and notes payable associated with structured 
financings recorded at fair value.

Total operating expense.



Noncontrolling interests.

Income Taxes. 

.



Non-GAAP Financial Measures













Managed receivables levels.

Delinquencies.

Total managed yield ratio, annualized



Combined net charge-off ratio, annualized.

Average APR. 

Receivables purchased during period.



Non-GAAP Financial Measures



Managed receivables.

Delinquencies. 

Total managed yield ratio, annualized.



Combined net charge-off ratio, annualized and recovery ratio, annualized.

Total managed yield ratio, annualized. 

Combined net charge-off ratio, annualized









Revenue Recognition

Consumer Loans, Including Past Due Fees

Fees and Related Income on Earning Assets

Measurements for Loans, Interest and Fees Receivable at Fair Value and Notes Payable Associated with Structured 
Financings at Fair Value

  



Allowance for Uncollectible Loans, Interest and Fees

Evaluation of Disclosure Controls and Procedures

Management’s Report on Internal Control over Financial Reporting 

Internal Control-Integrated 
Framework (2013 framework)

  



Changes in Internal Control Over Financial Reporting 

Limitations on Controls















Allowance for Loan Losses



Loans, Interest and Fees Receivable, at Fair Value



(Dollars in thousands)



(Dollars in thousands, except per share data)



(Dollars in thousands)



(Dollars in thousands)



(Dollars in thousands)





Basis of Presentation and Use of Estimates

Unrestricted Cash and Cash Equivalents

Restricted Cash

Loans, Interest and Fees Receivable

Loans, Interest and Fees Receivable, at Fair Value.



Loans, Interest and Fees Receivable, Gross.







Troubled Debt Restructurings. 



Property at Cost, Net of Depreciation

Investment in Equity-Method Investee



Prepaid Expenses and Other Assets

Accounts Payable and Accrued Expenses

Revenue Recognition and Revenue from Contracts with Customers

Consumer Loans, Including Past Due Fees

Fees and Related Income on Earning Assets

  



Other revenue

Other non-operating revenue

Revenue from Contracts with Customers

Card and Loan Servicing Expenses

  



Marketing and Solicitation Expenses

Recent Accounting Pronouncements

Subsequent Events









Valuations and Techniques for Assets



Net Revaluation of Loans, Interest and Fees Receivable.



Valuations and Techniques for Liabilities

Liabilities carried at fair value     

Liabilities not carried at fair value     

Liabilities carried at fair value     



Net Revaluation of Notes Payable Associated with Structured Financings, at Fair Value.

  



Other Relevant Data





 

 
Notes Payable Associated with Structured Financings, at Fair Value



Notes Payable, at Face Value









Accounting for Convertible Senior Notes

General



Litigation

.







Restricted Stock and Restricted Stock Units



Stock Options
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