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PART 1. FINANCIAL INFORMATION
ITEM 1. Financial Statements

LM Funding America, Inc. and idiaries Co C Balance Sheets
December 31,
September 30, 2021 2020
(Unaudited)
ASSETS
Cash $ 17,458,806 11,552,943
Finance receivables:
Original product - net (Note 2) 78,468 116,017
Special product - New Neighbor Guaranty program, net of allowance for credit losses of (Note 3) 44,307 52,757
Short-term investments - convertible debt securities (Note 9) 841,878 -
Marketable securities (Note 9) 3,480,230 -
Prepaid expenses and other assets 386,926 399,124
Digital assets, net (Note 9) 1,396,238 -
Current assets 23,686,853 12,120,841
Fixed assets, net 8,180 6,171
Real estate assets owned 80,057 18,767
Operating lease - right of use assets (Note 7) 85,062 160,667
Long-term investments - equity securities (Note 9) 2,111,584 -
Investments in unconsolidated affiliates (Note 9) 4,676,130 -
Deposit on mining equipment (Note 7) 1,565,625 -
Other assets 10,946 10,984
Long-term assets 8,537,584 196,589
Total assets $ 32,224,437 12,317,430
LIABILITIES AND STOCKHOLDERS' EQUITY
Accounts payable and accrued expenses 496,206 237,033
Due to related party (Note 4) 135,919 158,399
Current portion of lease liability (Note 7) 93,340 -
Note payable - short-term (Note 5) 172,032 96,257
Total current liabilities 897,497 491,689
Lease liability - long-term (Note 7) 1,652 171,648
Deferred taxes (Note 6) 29,883 -
Note payable - long-term (Note 5) - 185,785
Long-term liabilities 31,535 357,433
Total liabilities 929,032 849,122
Stockholders’ equity:
Common stock, par value $0.001; 30,000,000 shares authorized; 5,414,296 and 3,083,760 shares issued and outstanding as of September 30, 2021 and December
31, 2020, respectively 5414 3,084
Additional paid-in capital 39,538,550 29,996,257
Accumulated deficit (8,538,520) (18,536,224 )
Total stockholders’ equity 31,005,444 11,463,117
Non-controlling interest 289,961 5,191
Total stockholders” equity 31,295,405 11.468,308
Total liabilities and stockholders’ equity $ 32,224,437 12,317,430

The accompanying notes are an integral part of these condensed i lidated financial




LM Funding America, Inc. and idiaries Ci C i of Operations (unaudited)

For the Three Months For the Nine Months
Ended September 30, Ended September 30,
2021 2020 2021 2020
Revenues:
Interest on delinquent association fees $ 129,439 $ 105,592 $ 269,556 $ 495,280
Administrative and late fees 14,642 19,929 46,574 78,397
Recoveries in excess of cost - special product 14,000 37,127 61,052 122,117
Underwriting and other revenues 28,784 27,651 86,981 96,815
Rental revenue 36,759 62,185 103,264 143,609
Total revenues 223,624 252,484 567.427 936,218
Operating Expenses:
Staff costs and payroll 1,874,798 2,522,481 3,422,819 3,151,033
Professional fees 497,942 385,705 1,340,909 1,372,281
Settlement costs with associations - 17,934 - 29,854
Selling, general and administrative 106,895 96,483 302,679 251,434
Recovery of cost from related party receivable (100,000 ) (100,000 ) (200,000 ) (300,000 )
Provision for credit losses - 30,000 (10,000 ) 30,000
Real estate management and disposal 29,878 53,432 77,646 152,882
Depreciation and amortization 4,482 (3.383) 9,476 10,383
Collection costs (1,410) 771 3,339 (28,484)
Other operating expenses. 5,801 3,120 17,415 13,758
Total operating expenses 2.418.386 3,006,543 4,964,283 4,683,141
Operating loss from continuing operations (2,194,762 ) (2,754,059) (4,396,856 ) (3,746,923 )
Realized gain (loss) on securities (173,282) - 13,951,752 -
Unrealized loss on convertible debt security (2,588,916) - (87,316) -
Unrealized loss on marketable securities (478,448) - (478,448) -
Unrealized gain (loss) on investment and equity securities (123,172) - 1,024,714 -
Impairment loss on digital assets (23,720) - (23,720) -
Interest income 77,956 - 164,895 -
Interest expense (3,939) 2,300 (653 ) (10,326 )
Dividend income 738 - 738 -
Gain on forgiveness of note payable - - 157,251 -
Income (loss) from continuing operations before income taxes (5,507,545 2,751,759) 10,312,357 (3,757,249)
Income tax expense (12,619) - (29,883 ) -
Net income (loss) from continuing operations. (5,520,164 ) (2,751,759 ) 10,282,474 (3,757.249)
Gain from operations of discontinued operations - - - 16,428
Net gain from discontinued operations - - - 16,428
Net income (loss) (5.520.164) (2.751.759) 10.282,474 (3.740.821)
Less: Net income (loss) attributable to non-controlling interest 33,953 - (284,770) -
Net income (loss) attributable to LM Funding America Inc. $ (5486211) 8 (2751,759) S 9,097,704 s (3,740,821)
Earnings/(loss) per share:
Basic income (loss) per common share - continuing operations $ (1.01) $ (1.41) $ 1.89 $ (332)
Basic income/(loss) per common share - discontinued operations $ - $ - S - $ 0.02
Basic income (loss) per common share - net income (loss) - attributable to LM Funding $ (1.01) $ (1.41) $ 1.89 $ (3.30)
Diluted income (loss) per common share - continuing operations $ (1.01) $ (1.41) N 1.88 $ (3.32)
Diluted earnings/(loss) per common share - discontinued operations $ - $ - $ - $ 0.02
Diluted income (loss) per common share - net income (loss) - attributable to LM Funding $ (1.01) $ (1.41) S 1.88 $ (3.30)
Weighted average number of common shares outstanding:
Basic 5,414,296 1,958,107 5,293,375 1,132,407
Diluted 5,421,606 1,958,107 5,305,418 1,132,407
The accompanying notes are an integral part of these condensed i lidated financial




LM Funding America, Inc. and Subsidiaries C C
(unaudited)

CASH FLOWS FROM OPERATING ACTIVITIES:
Net income (loss)
Adjustments to reconcile net loss to cash used in operating activities
Depreciation and amortization
Right to use asset depreciation
Stock compensation
Gain on forgiveness of note payable
Recovery of uncollectible related party receivables
Accrued investment income
Reserve for Accounts
Gain from operations of discontinued operations
Loss on deconsolidation of  affiliate
Impairment loss on digital assets
Unrealized loss on convertible debt security
Unrealized loss on marketable securities.
Unrealized gain on investment and equity securities
Realized gain on securities
Proceeds from securities
in ible note i converted into security
in ible note recei
Convertible debt and interest converted into marketable securities
Investments in marketable security
Change in assets and liabilities
Prepaid expenses and other assets
Accounts payable and accrued expenses
Advances (repayments) from related party
Lease liability payments
Deferred taxes
Net cash provided by (used in) operating activities

CASH FLOWS FROM INVESTING ACTIVITIES:
Net collections of finance receivables - original product
Net collections of finance receivables - special product
(Payments) for real estate assets owned
Capital expenditures
Deposit for mining equipment
Net cash payment for 11U disposal
Proceeds from investment in note receivable
Investment in digital assets.
Loan to purchase securities
Repayment of loan to purchase securities
Investment in unconsolidated affiliate

Net cash (used in) provided by investing acti

ities

CASH FLOWS FROM FINANCING ACTIVITIES:
Borrowings
Principal repayments
Insurance financing repayments
Exercise of warrants
Proceeds from stock subscription
Net cash provided by financing activities
NET INCREASE IN CASH
CASH - BEGINNING OF YEAR
CASH - END OF YEAR

SUPPLEMENTAL DISCLOSURES OF NON-CASHFLOW INFORMATION
Insurance financing
SUPPLEMENTAL DISCLOSURES OF CASHFLOW INFORMATION
Cash paid for interest

of Cash Flows

For the Nine Months
Ended September 30,
2021 2020
s 10,282,474 (3,740,821)
9,476 5919
75,605 74,890
- 135,679
(157.251) -
- (300,000 )
(160,954 ) -
30,000
- (16,428)
(43,623) -
23,720 =
87316 -
478,448 -
(1,024,714) -
(13,951,752) -
30,070,285 -
(16,118,533 ) -
(5,000,000 ) -
4,231,760 =
(3,958,678 -
(8326) 120,598
382,204 272,976
103,934 689,457
(76,656 ) (69.669)
29,883 -
5,274,618 (2,797,399)
37,549 74,117
8,450 33328
(68.568) (3920)
(4207) (1,286)
(1,565,625 ) -
- (246,914)
- 1,500,000
(1,419,958) -
1,784,250 -
(1,784,250 ) =
(5.738.000) -
(8.750,359) 1,355,325
- 185,785
(28,534) -
(134,485) (108,043 )
9,544,623 3,081,480
- 9,447,535
9,381,604 12,606,757
5,905,863 11,164,683
11,552,943 1,069,823
s 17,458,806 12,234,506
s 210,260 192,514
s 1,892 10,326

d financial

The accompanying notes are an integral part of these




Balance - December 31, 2019

Stock issued for services
Net loss
Balance - March 31, 2020

Common stock issued
Warrants exercised for cash
Stock option expense
Net loss

Balance - June 30, 2020

Common stock

Warrants exercised for cash
‘Warrant exercise for cash
Stock option expense
Net loss

Balance - September 30, 2020

Balance - December 31, 2020

Warrants exercised for cash
Net income
Balance - March 31, 2021

Net income
Balance - June 30, 2021

Net loss
Balance - September 30, 2021

LM Funding America, Inc. and Subsidiaries Condensed Consolidated Statements of Changes in Stockholders® Equity
For the Three and Nine Months Ended September 30, 2021 and 2020

Common Stock

unaudited)

sued for cash, net

Shares Amount Additional paid in capital A Deficit Non-Controlling Interest Total Equity

626,852 $ 627 $ 17,329,060 (14,494,762 ) $ = $ 2,834,925
37,200 37 128.810 - - 128,847

- - - (551,094) - (551,094)
664,052 $ 664 N 17,457,870 (15,045,856 ) $ - $ 2,412,678
104,168 104 1,249,896 - - 1,250,000
245,540 246 2,946,234 - - 2,946,480
- - 3,397 - = 3,397

- - - (437,968 ) - (437,968 )
1,013,760 $ 1,014 $ 21,657,397 (15,483,824) $ - $ 6,174,587
1,700,000 1,700 8,178,835 - - 8,180,535
340,000 340 16,660 - - 17,000
30,000 30 134,970 - - 135,000
- - 3435 - = 3,435

- - - (2.751,759) - (2.751,759)
3,083,760 3 3.084 $ 29,991,297 (18,235,583 ) $ = 3 11,758,798
3,083,760 $ 3,084 N 29,996,257 (18,536,224)  § 5,191 $ 11,468,308
2,330,536 2,330 9,542,293 - - 9,544,623
- - - 4,376,433 171,866 4,548,299
5,414,296 $ 5.414 $ 39,538,550 (14,159,791) $ 177,057 $ 25,561,230
- - - 11,107,482 146.857 11,254,339
5,414,296 $ 5414 $ 39,538,550 (3,052,309 ) $ 323914 $ 36,815,569

- - - (5,486,211) (33.953) (5,520,164 )
5.414.296 3 5.414 $ 39,538,550 (8,538.520) $ 289,961 3 31,295,405

The accompanying notes are an integral part of these dited d idated financial




LM FUNDING AMERICA, INC. AND SUBSIDIARIES

NOTES TO UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS FOR THE NINE MONTHS SEPTEMBER 30, 2021

Note 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Nature of Operations

LM Funding America, Inc. (“we”, “our”, “LMFA” or the “Company”) was formed as a Delaware corporation on April 20, 2015. LMFA was formed for the purpose of completing a public offering and related transactions in order to carry on the business of LM Funding, LLC and its
subsidiaries (the “Predecessor”). LMFA is the sole member of LM Funding, LLC and operates and controls all of its businesses and affairs.

LM Funding, LLC, a Florida limited liability company organized in January 2008 under the terms of an Operating Agreement effective January 8, 2008 as amended, hadwo members: BRR Holding, LLC and CGR 63, LLC. The members contributed their equity interest to LMFA
prior to the closing of its initial public offering.

The Company created two subsidiaries, LMFA Financing LLC on November 21, 2020 and LMFAO Sponsor LLC on October 29, 2020. LMFAO Sponsor LLC created a majority owned subsidiary LMF Acquisition Opportunities Inc. on October 29, 2020.

We are a specialty finance company that provides funding to nonprofit community associations primarily located in the state of Florida. We offer incorporated nonprofit community associations, which we refer to as “Associations,” a variety of financial products customized to each
Association’s financial needs. Our original product offering consists of providing funding to Associations by purchasing their rights under delinquent accounts that are selected by the Associations arising from unpaid Association assessments. Historically, we provided funding against
such delinquent accounts, which we refer to as “Accounts,” in exchange for a portion of the proceeds collected by the Associations from the account debtors on the Accounts. In addition to our original product offering, we have started purchasing Accounts on varying terms tailored to
suit each Association’s financial needs, including under our New Neighbor Guaranty™ program.

During 2020, we began exploring other specialty finance business opportunities that are complementary to or that can leverage our historical business.

Specialty Finance Company

We purchase an Association’s right to receive a portion of the Association’s collected proceeds from owners that are not paying their After taking assi of an Association’s right to receive a portion of the Association’s proceeds from the collection of delinquent
assessments, we engage law firms to perform collection work on a deferred billing basis wherein the law firms receive payment upon collection from the account debtors or a predetermined contracted amount if payment from account debtors is less than legal fees and costs owed.
Under this business model, we typically fund an amount equal to or less than the statutory minimum an Association could recover on a delinquent account for each Account, which we refer to as the “Super Lien Amount”. Upon collection of an Account, the law firm working on the
Account, on behalf of the Association, generally distributes to us the funded amount, interest, and administrative late fees, with the law firm retaining legal fees and costs collected, and the Association retaining the balance of the collection. In connection with this line of business, we
have developed proprietary software for servicing Accounts, which we believe enables law firms to service Accounts efficiently and profitably.

Under our New Neighbor Guaranty program, an Association will generally assign ially all of its b and accruals on its delinquent units to us in exchange for payment by us of monthly dues on each d unit. This si

substantial portion of the Association’s balance sheet bad debts and assists the Association to meet its budget by receiving d monthly on its deli units and relieving the Association from paying legal fees and costs to collect its bad debts. We believe that the
combined features of the program enhance the value of the underlying real estate in an Association and the value of an Association’s delinquent receivables.

Because we acquire and collect on the deli ivables of iations, the Account debtors are third parties about whom we have little or no information. Therefore, we cannot predict when any given Account will be paid off or how much it will yield. In assessing the risk of
purchasing Accounts, we review the property values of the underlying units, the governing d of the relevant Association, and the total number of delinquent receivables held by the Association.

Specialty Finance Products
Original Product

Our original product relies upon Florida statutory provisions that effectively protect the principal amount invested by us in each Account. In particular, Section 718.116(1), Florida Statutes, makes purchasers and sellers of a unit in an Association jointly and
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severally liable for all past due assessments, interest, late fees, legal fees, and costs payable to the iation. As di d above, the Flori grants to iations a so-called “super lien”, which is a category of lien that is given a statutorily higher priority than all other
types of liens other than property tax liens. The amount of the Association’s priority over a first mortgage holder that takes title to a property through foreclosure (or deed in lieu), referred to as the Super Lien Amount, is limited to twelve months’ past due assessments or, if less, one
percent (1.0%) of the original mortgage amount. Under our contracts with Associations for our original product, we pay Associations an amount up to the Super Lien Amount for the right to receive all collected interest and late fees on Accounts purchased from the Associations

The Statutes specify that the rate of interest an association (or its assignor) may charge on delinquent assessments is equal to the rate set forth in the association’s declaration or bylaws. In Florida if a rate is not specified, the statutory rate is equal th8% but may not exceed the
maximum rate allowed by law. Similarly, the Statutes in Florida also stipulate that administrative late fees cannot be charged on delinquent assessments unless so provided by the association’s declaration or bylaws and may not exceed the greater of $25 or 5% of each delinquent
assessment.

In other states in which we have offered our original product, which are currently only in Washington, Colorado and Illinois, we rely on statutes that we believe are similar to the above-described Florida statutes in relevant respects.

New Neighbor Guaranty

In 2012, we developed a new product, the New Neighbor Guaranty, wherein an A iation assigns ially all of its ing i and accruals on its delinquent units to us in exchange for paymculs m an amount equal to the regular ongoing monthly or quarterly
assessments for delinquent units when those amounts would be due to the Association. We assume both the payment and collection obligations for these assigned Accounts under this product. This simul an A iation’s balance sheet bad debts and assists the
Association to meet its budget by receiving on its deli units and relieving the Association from paying legal fees and costs to collect its bad debts. We believe that the combined features of the product enhance the value of the underlying real

estate in an Association and the value of an Association’s delinquent receivables.

Before we implement the New Neighbor Guaranty program for an Association typically asks us to conduct a review of its accounts receivable. After we have conducted the review, we inform the Association which Accounts we are willing to purchase and the terms of such purchase.

Once we implement the New Neighbor Guaranty program, we begin making scheduled payments to the Association on the Accounts as if the iation had deli residents ipying the units underlying the Accounts. Our New Neighbor Guaranty contracts typically allow
us to retain all collection proceeds on each Account other than special and balances. Thus, the Association foregoes the potential benefit of a larger future collection in exchange for the certainty of a steady stream of immediate payments on the
Account.

Reverse Stock Split

On May 11, 2020, our shareholders voted in favor of the approval of an amendment to our Certificate of Incorporation, in the event it is deemed advisable by our Board of Directors, to effect an additional reverse stock split of the Company’s issued and outstanding common stock at a
ratio within the range of one-for-two (1:2) and one-for-ten (1:10), as determined by the Board of Directors. On April 21, 2021, our Board of Directors approved a one-for-five reverse split of the Company’s common stock. As a result, on May 7, 2021, the Company effected a
common share consolidation (“Reverse Stock Split”) by means of a one-for-five (1:5) reverse split of its outstanding common stock, which resulted in a decrease in outstanding common stock t05,414,296 shares. The Reverse Stock Split became effective on May 7, 2021 and the
Company’s common stock began trading on The Nasdaq Capital Market on a split-adjusted basis on May 7, 2021. The Company has retroactively adjusted all share amounts and per share data herein to give effect to the Reverse Stock Split.

Principles of Consolidation

The financial include the unts of LMFA and its wholly-owned subsidiaries: LM Funding, LLC; LMF October 2010 Fund, LLC; REO Management Holdings, LLC (including all 00% owned subsidiary limited liability companies); LM Funding
of Colorado, LLC; LM Funding of Washington, LLC; LM Funding of Iilinois, LLC; and LMF SPE #2, LLC and various single purpose limited liability corporations owned by REO Management Holdings, LLC which own various propertics. It also includes LMFA Sponsor LLC (a
70.5% owned subsidiary). All signi balances have been eliminated in consolidation.

Basis of Presentation

The i di d lidated financial have been prepared pursuant to the rules and regulations of the Securities and Exchange Commission (“SEC”). Certain information and note disclosures normally included in the annual
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financial prepared in with generally accepted accounting principles have been condensed or omitted pursuant to those rules and regulations, although the Company believes that the disclosures made are adequate to make the information not
isleading. The interim d d lidated financial as of 30, 2021 and for the Three and Nine Months ended September 30, 2021 and ber 30, 2020, respectively are dited. In the opinion of the interim ds d lid
financial include all isting only of normal recurring adjustments, necessary to provide a fair statement of the results for the interim periods. The i balance sheet as ofDecember 31, 2020, is derived from the audited
idated financial p d in the Company’s Annual Report on Form 10-K for fiscal the year ended December 31, 2020.
Digital Assets, net
We account for all digital assets as indefinite-lived i ible assets in with ASC 350, ibles—Goodwill and Other. We have ownership of and control over our digital assets and use third-party custodial services to secure it. The digital assets are initially recorded at

cost and are d on the lidated balance sheet at cost, net of any impairment losses incurred since acquisition.

‘We determine the fair value of our digital assets in accordance with ASC 820 Fair Value Measurement, based on quoted prices on the active exchange(s) that we have determined is the principal market for such assets (Level 1 inputs). We perform an analysis each quarter to identify
whether events or changes in circumstances indicate that it is more likely than not that our digital assets are impaired. If the current carrying value of a digital asset exceeds the fair value so determined, an impairment loss has occurred with respect to those digital assets in the amount
equal to the difference between their carrying values and the price determined.

The impaired digital assets are written down to their fair value at the time of impairment and this new cost basis will not be adjusted upward for any subsequent increase in fair value. Gains are not recorded until realized upon sale, at which point they are presented net of any
impairment losses.

There is currently no specific guidance under GAAP or alternative accounting framework for the accounting for digital assets recognized as revenue or held, and has d signi j in determining the appropriate accounting treatment. In the event
authoritative guidance is enacted by the FASB, the Company may be required to change its policics, which could have an effect on the Company’s consolidated financial position and results from operations.

Investment in Securities

Investment in Securities includes investments in common stocks and convertible notes receivables. Investments in securities are reported at fair value with changes in unrecognized gains or losses included in other income on the income statement. The fair value of the convertible
notes receivables are based on their classification as trading securities and as such are reported at fair value.

in L i Entities

We account for investments in less than50% owned and more than 20% owned entities using the equity method of accounting. Because we have elected the fair value option for these securities, unrealized holding gains and losses during the period are included in earnings.

Income (Loss) Per Share

Basic income (loss) per share is calculated as net income (loss) to common stockholders divided by the weighted average number of common shares outstanding during the period (as adjusted to give effect to the Reverse Stock Split).

The Company issued approximately 2.3 million shares at various times during the Nine Months ended September 30, 2021 and has weighted average these new shares in calculating income (loss) per share. The Company also issued approximatel2.5 million shares at various times
during the Nine Months ended September 30, 2020 and has weighted average these new shares in calculating income (loss) per share.

The Company has restated all share amounts to reflect the Reverse Stock Split.

Diluted income (loss) per share for the period equals basic loss per share as the effect of any convertible notes, stock based compensation awards or stock warrants would be anti-dilutive.

The anti-dilutive stock based awards and convertible notes consisted of:
As of September 30,
2021 2020
Stock Options 3,860 3,860
Stock Warrants 391,900 2,958,011

Note 2. Finance Receivables — Original Product

The Company’s original funding product provides financing to community associations only up to the secured or “Super Lien Amount” as discussed in Note 1.Finance receivables for the original product as of September 30, 2021 and December 31, 2020 based on the year of funding
are approximately as follows:

December 31,

September 30, 2021 2020 (Audited)
Funded during the current year $ 16,000 $ 25,000
1-2 years outstanding 6,000 12,000
2-3 years outstanding 4,000 9,000
3-4 years outstanding 5,000 12,000
Greater than 4 years outstanding 137,000 200,000
168,000 258,000

Reserve for credit losses (90,000) (142,000))

$ 78,000 $ 116,000

Note 3. Finance Receivables — Special Product (New Neighbor Guaranty program)

The Company typically funds amounts equal to or less than the “Super Lien Amount™. During 2012 the Company began offering Associations an alternative product under the New Neighbor Guaranty program where the Company funds amounts in excess of the “Super Lien

Amount”.

3 I; ially all of the past due due from d

Under this special product, the Company
forward basis up to 48 months.

As of ber 30, 2021, future contingent p: under these ar were approximately $20,900.

Delinquent assessments and accrued charges under these arrangements as of September 30, 2021 and December 31, 2020, are as follows:

property owners, in addition to all interest, late fees and other charges in exchange for the Company’s commitment to pay monthly assessments on a going

December 31,

S 30,2021 2020 (Audited)
Finance receivables, net $ 44,000 $ 53,000
Delinquent assessments 150,000 148,000
Accrued interest and late fees 67,000 57,000
Number of active units with delinquent assessments 10 20

Allowance for credit los:
the Super Lien under Florida statute and as such no allowance is recorded.

are recorded for expected losses based on historical experience, current conditions and reasonable and supportable forecasts that may affect collectability. Recoverability of the Company’s Original Product is generally assured because of the protection of

Credit losses on the NNG product were estimated by the Company based on analyzing the investment in cach unit and comparing that balance to the average payout for completed nits for the past 12 months. The allowance for losses based on these analyses, had a remaining balance

of $0 and $6,500 as of September 30, 2021 and December 31, 2020, respectively.

Note 4. Due to Related Party

Legal services for the Company d with the coll, of deli

from property owners are performed by a law firm, Business Law Group (“BLG"), which was owned solely by Bruce M. Rodgers, the Chief Executive Officer of LMFA, until and through the

date of the initial public offering. Following the offering, Mr. Rodgers transferred his interest in BLG to other attorneys at the firm through a redemption of his interest in the firm, and BLG is now under control of those lawyers. The law firm has historically performed collection work

primarily on a deferred billing basis wherein the law firm receives payment for services rendered upon collection from the property owners or at amounts ultimately subject to negotiations with the Company.
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The Company pays BLG a fixed monthly fee of $82,000 for services rendered. The Company will continue to pay BLG a minimum per unit fee of $700 in any case where there is a collection event and BLG receives no payment from the property owner. This provision has been
expanded to also include any unit where the Company has taken title to the unit or where the association has terminated its contract with either BLG or the Company.

Amounts expensed by the Company to BLG for the Three and Nine Months ended September 30, 2021 and 2020 were approximately £46,000 and $738,000 for 2021 and $247,000 and $756,000 for 2020, respectively. As of September 30, 2021 and December 31, 2020, receivables
from property owners for charges ulti payable to BLG 2 imately $1,026,000 and $1,332,000, respectively.

Under the related party agreement with BLG in effect during 2021 and 2020, the Company pays all costs (lien filing fees, process and serve costs) incurred in connection with the collection of amounts due from property owners. Any recovery of these collection costs is accounted for
as a reduction in expense incurred. The Company incurred expenses related to these types of costs for the Three and Nine Months ended September 30, 2021 and 2020 in the amounts of 86,000 and $76,000 for 2021 and $28,000 and $95,000 for 2020, respectively. Recoveries during
the Three and Nine Months ended September 30, 2021 and 2020, related to those costs were approximately $27,000 and $72,000 for 2021 and $ 28,000 and $124,000 for 2020, respectively.

The Company also shares office space and related common expenses with BLG. All shared expenses, including rent, are charged to BLG based on an estimate of actual usage. Any expenses of BLG paid by the Company that have not been reimbursed or settled against other amounts
are reflected as due from related parties in the accompanying consolidated balance sheet. BLG was charged approximately $17,000 and $51,000 for the office sub-lease during the Three and Nine Months ended September 30, 2021.

Amounts payable to BLG as of September 30, 2021 and December 31, 2020 were approximately 835,900 and $158,400, respectively. In the first Nine Months of September 30, 2021, the Company subsequently recouped $200,000 of previously written-off amounts to BLG.

Note 5. Debt and Other Financing Arrangements

December 31,

30, 2021 2020 (Audited)
The note payable as of December 31, 2020 required an upfront payment of 20,746 and monthly payments of $19,251 over a ten
month period. The notes matured onMay 1, 2021. Annualized interest was 5.95%. $ = $ 96,257
Unsecured financing agreement with commercial premium financing company. Down payment of $36,255 was required upfront
and equal installment payments of $19,115 to be made over an11 month period. The note will mature onJune 1, 2022 with
annualized interest of 3.95%. $ 172,032 $ -
Promissory note issued by a financial institution, bearing interest at 1.0%, interest ancho principal payments. The note matured
April 30, 2022. Annualized interest was 1.0%. This is a U.S. Small Business Administration’s Paycheck Protection Program (the
“PPP Loan™) - 185,785
s 172032 282,042

On April 30, 2020, the Company obtained a $185,785 Paycheck Protection Program loan. These business loans were established by the 2020 US Federal government Coronavirus Aid, Relief, and Economic Security Act (“CARES Act”) to help certain businesses, self-employed
workers, sole proprictors, certain nonprofit organizations, and tribal businesses continue paying their workers.



The Paycheck Protection Program allows entities to apply for low interest private loans to pay for their payroll and certain other costs. The loan proceeds will be used to cover payroll costs, rent, interest, and utilities. The loan may be partially or fully forgiven if the Company keeps its
employee counts and employee wages stable. The program was implemented by the U.S. Small Business Administration. The interest rate is 1.0% and has a maturity date of 2 years. We have applied for loan and interest forgiveness in the fourth quarter of 2020.

On May 6, 2021, we received notice from the Paycheck Protection Program that $157,250 of our loan had been forgiven. As such, we paid the remaining balance of £8,534 by September 30, 2021.

Note 6. Income Taxes

Prior to the Company’s initial public offering in October 2015, the earnings of the Predecessor, which was a limited liability company taxed as a partnership, were taxable to its members. In connection with the contribution of membership interests to the Company (a C-Corporation
formed in 2015), the net income o loss of the Company after the initial public offering is taxable to the Company and reflected in the i i

g financial

The Company performs an evaluation of the realizability of its deferred tax assets on a quarterly basis. The Company considers all positive and negative evidence available in determining the potential of realizing deferred tax assets, including the scheduled reversal of temporary
differences, recent and projected future taxable income and prudent and feasible tax planning strategies. The estimates and assumptions used by the Company in computing the income taxes reflected in the i idated financial could differ from the actual
results reflected in the income tax returns filed during the subsequent year. Adjustments are recorded based on filed returns when finalized or the related adjustments are identified.

Under ASC 740-10-30-5, Income Taxes, deferred tax assets should be reduced by a valuation allowance if, based on the weight of available evidence, it is likely-th

(ie,a
The Company considers all positive and negative evidence available in determining the potential realization of deferred tax assets including, primarily, the recent history of taxable earnings or losses. Based on operating losses reported by the Company during 2020 and 2019, the

Company concluded there was not sufficient positive evidence to overcome this recent operating history. As a result, the Company believed that a valuation allowance was necessary based on the more-likely-than-not threshold noted above. The Company had recorded a valuation
allowance of approximately $2,432,000 as of September 30, 2021 and $4,658,000 as of December 31, 2020.

d of more than 50%) that some portion or all of the deferred tax assets will not be realized.

Significant components of the tax expense (benefit) ized in the ing lidated of ions for the Three and Nine Months ended September 30, 2021 and September 30, 2020 are as follows:
Three Months Ended Three Months Ended Nine Months Ended Nine Months Ended
September 30, 2021 September 30, 2020 September 30, 2021 September 30, 2020
Current tax benefit
Federal $ (1,159,524 ) $ (712,977) $ 2,078,774 $ (861,234)
State 321,397 (147.519) (178,194)
Total current tax benefit (1,480,921 (860,496 ) (1,039,428)
Deferred tax expense 12,619 53,114 92,371
Valuation allowance (expense) 1,480,921 807,382 2,432,127) 947,057
Income tax (reduction) benefit

The reconciliation of the income tax computed at the combined federal and state statutory rate 024.5% for the Three and Nine Months ended September 30, 2021 and 2020 to the income tax benefit is as follows:



Three Months Ended Three Months Ended Nine Months Ended Nine Months Ended
September 30, 2021 September 30, 2020 September 30, 2021 September 30, 2020
Benefit on net loss $ (1,469,827) 26.9% (808,436)  29.4% $ 2,458,947 24.5% $ (948,111)  253%
Nondeductible expenses 1,525 0.0% 1,054 0.0% 3,063 0.0% 1,054 0.0%
Valuation allowance (expense) 1,480,921 (27.1)% 807,382 (29.3)% (2.432,127)  (24.3)% 947,057 (25.3)%
Other items - 0.0% - 0.0% - 0.0% - 0.0%
Tax benefit/effective rate $ 12619 (0.20)% - 01% $ 29,883 02% § - (%
The significant components of the Company’s deferred tax liabilities and assets as of September 30, 2021 and December 31, 2020 are as follows:
As of December 31, 2020
As of September 30, 2021 (Audited’
Deferred tax liabilities:
Tax expense for internally developed software $ - $ (1,814)
Tax depreciation in excess of book - (2916)
Total deferred tax liabilities - (4,730)
Deferred tax assets:
Loss carryforwards 1,359,074 3,913,579
Step up in basis at contribution to C-Corp 487,692 511,052
Stock option expense 120,820 124,876
Step up in basis - purchase of non-controlling interest 44,956 49,950
Allowance for credit losses 32,378 33,466
Accrued liabilities - 20,573
Total deferred tax asset 2,044,920 4,653,496
Tax rate change 151,296 -
Valuation allowance (2,226,099 ) (4,658,226 )
Net deferred tax asset (liability) $ (29.883 ) $ -

During the Three months ended September 30, 2021, the Company offset $1.5 million of it’s tax recovery with $1.5 million of its valuation allowance. During the Nine Months ended September 30, 2021, the Company offset $2.4 million of it’s tax expense with $2.2 million of its

valuation allowance.

Note 7. Commitments and Contingencies

Leases

The Company leases certain office space, construction and office equipment, vehicles and temporary housing generally under non-cancelable operating leases. Leases with an initial term of one year or less are not recorded on the balance sheet, and the Company generally recognizes
lease expense for these leases on a straight-line basis over the lease term. As of September 30, 2021, the Company’s operating leases have remaining lease terms ranging from less than one year to 1 year, some of which include options to renew the leases. The exercise of lease renewal
options is generally at the Company’s sole discretion. The Company’s leases do not contain any material residual value guarantees or material restrictive covenants.

The Company determines if an arrangement is a lease at inception. Operating lease ROU assets and current and long-term operating lease liabilities are separately stated on the Consolidated Balance Sheet as of September 30, 2021. ROU assets represent the Company’s right to use an
underlying asset for the lease term and lease liabilities represent the Company’s obligation to make lease payments arising from the lease. ROU assets and lease liabilities are recognized at the commencement date based on the present value of lease payments over the lease term. The
present value of future lease payments are discounted using either the implicit rate in the lease, if known, or the Company’s incremental borrowing rate for the specific lease as of the lease commencement date. The rate was determined as a fair value of the lease over a37 month period
using a 6.5% interest rate for the present value calculation. The ROU asset s also adjusted for any prepayments made or incentives received. The lease terms include options to extend or terminate the lease only to the extent it is reasonably certain any of those options will be

exercised. Lease expense is recognized on a straight-line basis over the lease term. The Company accounts for lease components (e.g., fixed payments) separate from the le: (e.g.. e: costs). The Company does not have any material financing

leases.




The Company’s new office lease beganJuly 15, 2019 and ends July 31, 2022. A related party has a sub-lease for approximately $,900 per month plus operating expenses.

The Company shares this space and the related costs associated with this operating lease with a related party (see Note 4) that also performs legal services iated with the ion of deli Net rent expense recognized for the Three and Nine Months ended
September 30, 2021 and 2020 were approximately $23,700 and $71,200 for 2021 and $26,000 and $76,000 for 2020, respectively.

The following table presents components of lease expense excluding discontinued operations for the Three and Nine Months ended September 30, 2021 and 2020:

Three Months Three Months Nine Months Nine Months
Ended Ended Ended Ended
September 30, September 30, September 30, September 30,
2021 2020 2021 2020
Operating lease expense $22,627 $ 27,644 $47483 $89,931
$22.627 $ 27,644 $ 47,483 $89,931

The following table presents supplemental balance sheet information related to operating leases as of September 30, 2021 and December 31, 2020

Balance Sheet Line Item As of September 30, 2021 As of December 31, 2020
Assets
ROU assets Right of use asset, net $ 85,062 §$ 160,667
Total lease assets $ 85062 $ 160,667
Liabilities
Current lease liabilities Lease liability $ 93,340 $ 103,646
Long-term lease liabilities Lease liability 1,652 68,002
Total lease liabilities $ 94992 § 171,648
Weighted-average remaining lease term (in years) 1.00 1.60
Weighted-average discount rate 6.55 % 6.55 %

The following table presents supplemental cash flow information and non-cash activity related to operating leases for the Nine Months ended September 30, 2021 and 2020:

Nine Months Ended September 30, Nine Months Ended September 30,
021

Operating cash flow information
Cash paid for amounts included in the measurement of lease liabilities N (76,656 ) $ (69,669 )
The following table presents maturities of operating lease liabilities on an undiscounted basis as of September 30, 2021:

Operating Leases

2021 (excluding the nine months ended September 30, 2021) $ 26,990
2022 68,002
2023 -

$ 94,992



Legal Proceedings

Except as described below, we are not currently a party to material pending or known tt d litigation dings. However, we frequently become party to litigation in the ordinary course of business, including cither the prosecution or defense of claims arising from contracts by

and between us and client Associations. Regardless of the outcome, litigation can have an adverse impact on us because of prosecution, defense, and settlement costs, diversion of management resources and other factors.

The Company accrues for conlmgenl obllgallons including estimated legal costs, when the obligation is probable and the amount is reasonably estimable. As facts concerning contingencies become known, the Company reassesses its position and makes appropriate adjustments to the
financial that are particularly sensitive to future changes include those related to tax, legal, and other regulatory matters.

Entry into and Termination of Hanfor Share Exchange Agreement

On March 23, 2020, the Company entered into a Share Exchange Agreement, dated March 23, 2020 (the “Sharc Exchange Agrccmcm "), with Hanfor (Cayman) Limited, a Cayman Islands exempted company (“Hanfor”), and BZ Industrial Limited, a British Virgin Islands business
company and the sole stockholder of Hanfor (“Hanfor Owner™). The Share Exct d a business combination transaction in which Hanfor Owner would transfer and assign to the Company all of the share capital of Hanfor in exchange for a number of shares
of the Company’s common stock that would result in Hanfor Owner owning 86.5% of the oulslandmg common stock of the Company.

Under the agreement, Hanfor Owner was required to deliver to the Company audited financial statements for Hanfor for the 2019 and 2018 fiscal years, and such audited financial statements were required to be delivered by May 31, 2020 (subject to extension to June

30, 2020 under specified ). In with the ion of the Share E: A t, the Company and

Hanfor Owner entered into a Stock Purchase Agreement, dated March 23, 2020, pursuant to which Hanfor Owner purchased from the

Company an aggregate of 520,838 shares of the Company’s common stock at a price of £.40 per share. Hanfor Owner paid $250,000 cash on March 23, 2020 and the Company received an additional $1,000,000 in April 2020 at which time the Company issued the 520,838 shares.

On July 14, 2020, the Company notified Hanfor and Hanfor Owner that the Company had elected to terminate the Share Exchange
Agreement due to Hanfor’s inability to provide audited financial statements by September 30, 2020. Although the Company believes that it properly terminated the Share Exchange Agreement, on July 21, 2020, former counsel to Hanfor Owner informed the Company that Hanfor
Owner believes that the Company’s termination of the Share Exchange Agreement was not effected in accordance with the terms of the Share Exchange Agreement.

In addition, on October 23, 2020, an amended Schedule 13D was filed by Xueyuan Han, the principal owner of Hanfor, with respect to his beneficial ownership of shares of common stock of the Company. In the amended Schedule 13D, Mr. Han alleged, among other things, that the
Company misinterpreted the termination provisions of the Share Exchange Agreement, that Hanfor is still within a cure period under the Share Exchange Agreement, and that Hanfor was purporting to appoint a director to the Company’s Board of Directors. Following the filing of the
amended Schedule 13D, the Company continues to believe that its termination of the Share Exchange Agreement was proper because, among other reasons, the failure of Hanfor to provide audited financial statements by September 30, 2020, was an uncurable default under the Share
Exchange Agreement. Furthermore, the Company was informed by Hanfor prior to such termination that Hanfor would be unable to provide audited financial statements for Hanfor for the foreseeable future because of ongoing legal issues in China. As a result, the Company believes
that the purported appointment of Mr. Han to the Company’s Board of Directors was improper and therefore took no action in response to the Schedule 13D.

On January 11, 2021, the Company received a demand letter from newly engaged outside counsel to Hanfor and Hanfor Owner alleging that the Company’s termination of the Share Exchange Agreement constituted a breach of contract and/or was invalid and further alleging breach of
fiduciary duty by the Company’s Chief Executive Officer and Chief Financial Officer. Such letter demanded $1,250,000 (the amount of Hanfor Owner’s investment in common stock of the Company) plus interest and threatened legal action against the Company and the Company’s
Chief Executive Officer and Chief Financial Officer. Following the receipt of that letter, on or around January 27, 2021, the Company assisted Hanfor Owner with the removal of the restrictive legend from the shares of Company common stock owned by Hanfor Owner in

accordance with SEC Rule 144 to enable the sale thereof by Hanfor Owner, at which time Hanfor Owner’s counsel indicated in writing that Hanfor Owner may have remaining damages. In May 2021, counsel to Hanfor Owner requested a formal response to the demand letter, and on
May 11, 2021, the Company sent a responsive email reiterating that the Company believes that Hanfor Owner’s alleged claim is invalid. In June 2021, counsel to Hanfor Owner further reiterated in writing to the Company’s counsel that Hanfor Owner is prepared to file a legal action
in the absence of a satisfactory settlement, but the Company is not aware of any lawsuit filed to date.




Material Contracts

On September 8, 2021, the Company entered into a sale and purchase (the “Purchase Agreement”) with Bitmain Technologies Limited (“Seller”) pursuant to which the Company agreed to purchase, and Seller agreed to supply to the Company, an aggregate of ,002 Bitcoin
$19J Pro Antminer cryptocurrency mining machines for an aggregate purchase price of $6.3 million (the “Mining Machines”). The Purchase Agreement provides for delivery of the Mining Machines in batches over an estimated delivery timeframe starting in April 2022 and
continuing through September 2022. The Purchase Agreement requires the Company to pay a nonrefundable amount of 25% of the total purchase price for the Mining Machines within 7 days of the date of the signing of the Purchase Agreement, an additional35% of the batch price at
least 6 months prior to shipment of such batch, and the remaining 40% of each batch price one month prior to the shipment of the batch. The Purchase Agreement contains other customary terms, provisions, and conditions. The Company paid $.6 million for the 25% as a deposit for
the machines and is classified within Deposit on mining equipment in long term assets.

Note 8. Stockholders’ Equity

Stock Options

The 2015 Omnibus Incentive Plan provides for the issuance of stock options, stock appreciation rights, performance shares,
performance units, restricted stock, restricted stock units, shares of our common stock, dividend equivalent units, incentive cash
awards or other awards based on our common stock. Awards may be granted alone or in addition to, in tandem with, or (subject to the
2015 Omnibus Incentive Plan’s prohibitions on repricing) in substitution for any other award (or any other award granted under
another plan of ours or of any of our affiliates).

The following is a summary of the stock option plan activity during the Nine Months ended September 30, 2021 and 2020:

2021 2020
Number of ‘Weighted Average Number of Weighted Average
Options Exercise Price Options Exercise Price
Options Outstanding at Beginning of the year 3,860 $ 302.55 3860 § 302.55
Granted = = = =
Exercised - - - -
Adjustment - - - -
Forfeited - - - -
Options Outstanding at September 30, 3,860 $ 302.55 3860 § 302.55
Options Exercisable at September 30, 3,860 § 302.55 3,027 § 310.10

Compensation expense recognized from the vesting of stock options was approximately $0 and $10,200 for the Nine Months ended September 30, 2021 and 2020. There wasno

cost associated with unvested stock options as of September 30, 2021.

The aggregate intrinsic value of the outstanding common stock options as of September 30, 2021 and December 31, 2020 was approximately $ and $0 respectively.
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Warrants

The following is a summary of the warrant activity during the Nine Months ended September 30, 2021 and 2020:

2021 2020

Number of ‘Weighted Average Number of ‘Weighted Average

Warrants Exercise Price Warrants Exercise Price
Warrants Outstanding at Beginning of the year 2,718,012 § 4.20 791857 $ 21.25
Granted - - 2,240,000 4.50
Exercised (2,326,112) 4.08 (275,540) 3.48
Adjustment - - 126,694 1.70
Adjustment - - 75,000 3.36
Warrants Outstanding at September 30, 391,900 $ 4.35 2,958,011 $ 8.93

During the Nine Months ended September 30, 2021, the Company received approximately $9.5 million upon the exercise by warrant holders of warrants for approximately 2.3 million shares. There was also a cashless warrant exercise for approximately 129,800 shares on January 29,
2021. The aggregate intrinsic value of the outstanding common stock warrants as of September 30, 2021 and December 31, 2020 was approximately £1,200 and $256,400 respectively.

Note 9. Investments
Short-term Investments

Short-term investments consist of a convertible debt investment. The Company entered into an with BORQS Technologies Inc. (“Borgs™) (Nasdaq: BRQS) in February 2021 under which the Company agreed to purchase Senior Secured Convertible Promissory Notes
(“Notes”) of Borgs up to an aggregate principal amount of $5 million. The Company’s purchase of the Notes was a part of a larger transaction in which an aggregate of £0 million in Notes were sold by Borgs in a private transaction to several institutional and individual investors,
including the Company. The Notes become due in February 2023, have an annual interest rate 0f8%, are convertible into ordinary shares of Borgs at al0% discount from the market price, and have 90% warrant coverage (with the warrants exercisable at110% of the conversion
price. The Company received 2,922,078 warrants which had a nominal value on the grant date. One-third of the Notes ($1,666,667) were funded by the Company at the execution of definitive agreements for the transaction, and two-thirds of the Notes ($,333,333) were purchased and
funded upon the sati ion of certain iti including effectiveness of a regi: i that was deemed effective on May 3, 2021 and the Company completed this funding on May 6, 2021. In June 2021, the Company exercised a cashless exercise of the Borgs warrants
and received 5,956,544 common shares of Borgs. The Company subsequently sold those Borgs common shares in June 2021 and recognized 8.5 million in proceeds, all of which was recognized as a realized gain on securities in 2021.

During the three months ended September 30, 2021, the Company converted $4,100,000 of the Borgs convertible note plus accrued interest of $131,760 into 5,960,829 shares. The remaining Borgs convertible note plus accrued interest ($29,195) can be converted into common shares
at a conversion price of $0.6534 per share or 1,422,091 shares. The fair value of the convertible note plus accrued interest are based on their classification as trading securities and as such are reported at fair value. As of September 30, 2021 the Company considered the fair value of the
Borq convertible note to be equal to the fair value of the stock on September 30, 2021 or $0.592 per share times the number of shares that it could be converted into based on a conversion price of $.6534 or 1,422,091 shares which have a fair value of $841,878. As of September 30,
2021, our re-measurement resulted in an unrealized loss of $87,316 and is included within “Unrealized gain on convertible debt security”. The Company classified the5,960,829 shares as marketable securities and subsequently sold 587,530 shares in the nine months ending
September 30, 2021

September 30, 2021
(Unaudited)
Convertible note $ 841,878
End of period $ 841,878




September 30, 2021

(Unaudited)
Beginning of year -
Investment in convertible debt security $ 5,000,000
Accrued interest income on convertible debt security 160,954
Convertible debt and interest converted into marketable shares (4,231,760 )
Unrealized loss on convertible debt security 87.316)
End of period $ 841,878

The Company entered into a Loan Agreement (the “Investor Loan Agreement”) in December 2020 with a private investor (“Investor) pursuant to which the Investor agreed to provide consulting services and make one or more non-recourse loans to the Company in a principal amount
of up to the purchase price of the Borgs loan receivables purchased by the Company. The Investor Loan Agreement does not provide a fixed rate of interest, and the Company and Investor agreed to split the net proceeds from the Company sales of the settlement shares, with the
Company receiving one-third of the net proceeds after a return of Investor’s principal and the Investor receiving return of principal plus two-thirds of the net proceeds thereafter.

In the first three months ended March 31, 2021, the Company recognized a §5.7 million gain on the Borgs loan receivables loan transaction in which we acquired §8.2 million of Borgs debt for $15.5 million and converted the debt into Borgs common stock and subsequently sold
such shares for $32.6 million, provided $11.3 million to the Investor and realized a $5.7 million gain.

Marketable Securities

Our marketable equity securities are publicly traded stocks measured at fair value using quoted prices for identical assets in active markets and classified as Leve/ within the fair value hierarchy. Marketable equity securities as of September 30, 2021 and December 31, 2020 are as

follows:

Gross Unrealized

Cost. Gain (Loss) Fair Value
Marketable equity securities, September 30, 2021 $ 3,958,678 $ (478,448)  $ 3,480,230

Marketable equity securities, December 31, 2020 > - -

The Company sold 587,530 shares of Borgs shares for approximately $97,800 and realized a loss of approximately $173,300.
Digital Assets, net

Digital assets as of September 30, 2021 are as follows:

During the nine months ended September 30, 2021, the Company purchased and received an aggregate of 909 thousand in Bitcoin and $511 thousand in Ether cryptocurrency. These digital assets are recorded at cost, net of any impairment losses incurred since acquisition. During
the three and nine months ended September 30, 2021, we recorded $24,000 and $24,000, respectively of impairment losses on such digital assets. As of September 30, 2021, the carrying value of our digital assets held was $.4 million, which reflects cumulative impairments of
approximately $24,000. The fair market value of such digital assets held as of September 30, 2021 was .4 million. The impairment loss was included within “Impairment loss on digital assets” in the consolidated statements of operations

Long-term Investments

In connection with LMF Acquisition Opportunities Inc (“LMAQ”) initial public offering in January 2021, the Company’s affiliate LMFA Sponsor LLC purchased an aggregate5,738,000 private placement warrants from LMAO (“Private Placement Warrants™) at a price of $.00 per
whole warrant. Each Private Placement Warrant is exercisable for one share of LMAO’s Class A common stock at a price of $11.50 per share, and as such meets the definition of a derivative as outlined within ASC 815, Derivatives and Hedging. The Private Placement Warrants are
recorded at fair value and are classified in long-term "Investments" on the consolidated balance sheet. The fair value of the Private Placement Warrants is classified as level 3 in the fair value hierarchy as the calculation is dependent upon company specific adjustments to the observable
trading price of LMAO’s public warrants for lack of marketability and related risk of forfeiture should no business combination occur. Subsequent changes in fair value will be recorded in the income statement during the period of the change. As of September 30, 2021, our re-
measurement resulted in an unrealized loss of $3,626,400 and is included within "Unrealized gain (loss) on investment and equity securities" within our consolidated statements of operations.

17




Long-term investments as of September 30, 2021 consist of the following:

September 30, 2021

(Unaudited)
LMF Acquisition Opportunities Inc. warrants $ 2,111,584
End of period $ 2,111,584

September 30, 2021

(Unaudited)
Beginning of year $ -
Investments in affiliate 5,738,000
Unrealized loss on investment in affiliate (3,626,416 )
End of period $ 2,111,584

Investment in Unconsolidated Affiliates
LMF Acquisition Opportunities Inc.

The Company is the sponsor of LMF Acquisition Opportunities, Inc. (“LMAO™), a special purpose acquisition company that completed an initial public offering in January 2021. Prior to LMAOs initial public offering, LMFA Sponsor LLC (“Sponsor”), 0% owned subsidiary of
the Company, organized and initially capitalized LMAO by a $25,000 purchase of Class B shares par value $0.0001 per share, of LMAO. At the time of the initial public offering of LMAO, Sponsor purchased Private Placement Warrants that allow it to purchasé,738,000 shares of
Class A common stock at an exercise price of $11.50. The Class B shares and Private Placement Warrants were issued to and are held by Sponsor. The shares of Class B common stock of LMAO held by Sponsor will automatically convert into shares of LMAO’s Class A common
stock on a one-for-one basis at the time of LMAO’s initial business combination and are subject to certain transfer restrictions.

The registration statement for LMAO’s initial public offering (the “LMAO IPO”) was declared effective on January 25, 2021 and on January 28, 2021, LMAO consummated the LMAO IPO with the sale of0,350,000 units (the “Units” and, with respect to the shares of Class A
common stock included in the Units sold, the “Public Shares™), at $10.00 per Unit, generating gross proceeds of $103,500,000. The Units trade on the NASDAQ Capital Market under the ticker symbol “LMAOU”. After the securities comprising the units began separate trading on
March 18, 2021, the shares of Class A common stock and warrants were listed on NASDAQ under the symbols “LMAO” and “LMAOW,” respectively. Simultaneously with the closing of the LMAO IPO, LMAO consummated the sale of the Private Placement Warrants at a price of
$1.00 per Private Placement Warrant in a private placement to Sponsor generating gross proceeds of $5,738,000.

As a result of the LMAO IPO, we ceased having a controlling l'manclal mleresl in LMAO as of January 28, 2021 Additionally, as our retained investment in LMAO qualifies for equity-method accounting, we were required to remeasure our retained interest in LMAO at fair value and

include any resulting adjustments as part of a gain or loss ized on d lidation. The fair value on related to our retained interest in LMAO is dependent upon company-specific applied to the observable trading price of LMAO’s Class A common stock.

The Company’s investment in the Sponsor represents 70.5% of the Sponsor’s initial risk capital. The LMAO IPO closed on January 28, 2021 and proceeds from LMAQO’s IPO totaled $03.5 million. If LMAO does not complete a business combination within 18 months from the
closing of LMAO’s IPO, the proceeds from the sale of the Private Placement Warrants (after LMAO IPO transaction costs) will be used to fund the redemption of the shares sold in the LMAO IPO (subject to the requirements of applicable law), and the private warrants will expire
without value. The Sponsor holds approximately 20% of the total common shares (Class A and Class B) in LMAO along with the5,738,000 Private Placement Warrants. The Sponsor is managed by the Company. The Company has determined that as a result of the LMAO IPO, we
ceased having a controlling financial interest in LMAO as of January 25, 2021. The
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Company, therefore, accounts for the Sponsor under the equity method of accounting. Additionally, as our retained investment in LMAO qualifies for equity-method accounting, we were required to remeasure our retained interest at fair value and include any resulting adjustments as
part of a gain or loss recognized on deconsolidation. The fair value calculation related to our retained interest in LMAO is dependent upon company-specific adj applied to both the observable trading price ofLMAQ’s Class A common stock and the transaction price of the
January 28, 2021 and the related risk of forfeiture should LMAO not consummate a business combination. As a result of the remeasurement of our retained interest inLMAO, we recognized for the Nine Months ended September 30, 2021, an unrealized gain on securities of $4.65

million. within our consolidated statements of operations.

__ September30,2021

(Unaudited)
LMF Acquisition Opportunities Inc. common stock $ 4,676,130
End of period $

September 30, 2021
(Unaudited)
Beginning of year $ 25,000
Unrealized gain on initial investment in affiliate 4,651,130
End of period

The net unrealized gain (loss) on securities from the Company’s investment in LMAO’s Class B shares and warrants totaled (§.1) million and $1.0 million, respectively for the Three and Nine Months ended September 30, 2021.

Note 10. Subsequent Events

Public Equi ferin;

On October 18, 2021, the Company entered into an Underwriting Agreement with Maxim Group LLC on behalf of itself and as representative of the underwriters named therein (the “Underwriting Agreement™), pursuant to which the Company issued and sold, in an underwritten
public offering (the “Public Offering”), 6,315,780 units, with each unit consisting of one share of common stock, $0.001 par value per share (“Common Stock™), andone warrant to purchase one share of Common Stock (the “Common Warrants”). The units were sold to the public at
the price of $4.75 per unit.

On October 19, 2021, the Public Offering closed, resulting in gross proceeds to the Company of approximately $0,000,000, before d the underwriting di and issions and estimated offering expenses. The Company also granted to the underwriter a 45-day option
to purchase up to an additional 947,367 shares of Common Stock (“Option Shares”) and/or warrants (“Option Warrants™) to purchase up 10947,367 shares of Common Stock (the “Over-Allotment Option”). The underwriter partially exercised the Over-Allotment Option, and the
Company thereby issued and sold the additional 947,367 Option Warrants, in a simultancous closing with the Public Offering on October 19, 2021. On October 20, 2021, the underwriter exercised the remainder of the Over-Allotment Option, and the Company thereby issued and sold
the additional 947,367 Option Shares (the “October 20 Over-Allotment Closing”).

The Common Warrants issued in the offering are immediately exercisable and entitle the holder to purchaseone share of Common Stock at an exercise price equal to $.00 and expire on the fifth anniversary of the issuance date. The Common Warrants may be exercised on a cashless
basis if there is no effective registration statement available for the resale of the shares of common stock underlying such warrants.

The Company agreed to an underwriting discount of8% of the public offering price of the Units sold in this offering. In addition, the Company issued to Maxim Group LLC (or its designee) warrants to purchase to purchase an aggregate 08% of the number of shares of Common
Stock sold in the Public Offering, which warrants entitle the holder to purchase up to an aggregate of 217,894 shares of Common Stock after the October 20 Over-Allotment Closing (the “Representative’s Warrants™). The Representative’s Warrants have an exercise price equal to
$5.94, which is 110% of the offering price in the Public Offering. The Representative’s Warrants may be exercised on a cashless basis and will be exercisable six months following the closing date untilApril 16, 2025.

Material Contracts




On October 6, 2021, the Company entered into a sale and purchase agreement (the ‘Second Bitmain Purchase Agreement™) with Bitmain Technologies Limited (“Seller”) pursuant to which the Company agreed to purchase, and Seller agreed to supply to the Company, an aggregate of
4,044 Bitcoin S19J Pro Antminer cryptocurrency mining machines for an aggregate purchase price of £5.3 million (the “Mining Machines”). The Second Bitmain Purchase Agreement provides for delivery of the Mining Machines in batches over an estimated delivery timeframe
starting in April 2022 and continuing through September 2022. The Second Bitmain Purchase Agreement requires the Company to pay a non-refundable deposit of $6.3 million or 25% of the total purchase price for the Mining Machines within 7 days of the date of the signing of the
Second Bitmain Purchase Agreement, and additional 35% of the batch price at least 6 months prior to shipment of such batch, and the remaining40% of each batch price one month prior to the shipment of the batch. The Purchase Agreement contains other customary terms,
provisions, and conditions. The Company paid the $6.3 million deposit on October 15, 2021.

On October 6, 2021, US Digital, our wholly-owned subsidiary entered into a sale and purchase agreement (the “Uptime Purchase Agreement™) with Uptime Armory LLC (“Uptime™) pursuant to which US Digital agreed to purchase, and Uptimeagreed to supply to US Digital, an
aggregate of 18 modified 40-foot cargo containers (“PODS5ive containers™) that will be designed to hold and operate 280 S19 Pro Antminers manufactured by Bitmain. The purchase price of the PODS5ive containers totals3125,000 of which 75% or $2.3 million is due as a non-
refundable down payment within 7 business days of the effective date of the Uptime Purchase Agreement and the remaining 25% is due within five business days after US Digital delivers a “notice of completion” of the equipment. The Uptime Purchase Agreement contains other

customary terms, provisions, and conditions. The $2.3 million down payment was paid on October 15, 2021.

US Digital also entered into a hosting agreement (“Hosting Agreement”) with Uptime Hosting LLC to host the Company’s 18 PODSive containers at a secure location and provide power, maintenance and other services specified in the contract for 6 cents per kilowatt with a term of
one year.

On November 4, 2021, LM Funding America, Inc. (the “Company”) entered into stratcgic alliance agreements (the “Strategic Alliance Agreements”) with each of OTC Miners Corp. (*OTC Miners”) and Spartan Crest Capital Corp. (“Spartan”). The Strategic Alliance Agreements
generally provide that OTC Miners and Spartan will work together with the Company and collaborate with the Company ing the Company’s cr; mining business strategy and planned business The that each of OTC Miners and
Spartan will provide ongoing consulting and advisory services to the Company on a non-exclusive basis over a one-year period with respect to the bitcoin mining business and industry and that the parties will meet periodically to collaborate and share information regarding the
industry, the equipment used in the industry, key industry relationships, and financing options. In consideration of the strategic alliances and related services and benefits, the Company will issue 100,000 shares of restricted common stock to each of OTC Miners and Spartan and will
pay OTC Miners $1,250,000 to cover anticipate expenses of OTC Miners in connection with its activities under the strategic alliance. The Company also agreed to pay OTC Miners a fee 0f3% of the aggregate consideration of any strategic transaction completed by Company that the
Company and OTC Miners jointly agree to pursue. The Strategic Alliance Agreements have a term of one year each.

2021 Omnibus Incentive Plan

On October 27, 2021, the Board of Directors (the “Board”) of LM Funding America, Inc. (the “Company”, “we”, or “our”) adopted the LM Fundlng America, Inc. 2021 Omnibus Incentive Plan (the “Plan” or the “2021 Omnibus Plan™). He Plan authorizes the grant of incentive stock
options, within the meaning of Section 422 of the Internal Revenue Code, to our employees and any of our parent and subsidiary c pl . and the grant of 'y stock options, restricted stock, restricted stock units, stock appreciation rights, performance units
and performance shares to our employees, directors and consultants and any of our future subsidiary corporations’ employees and consultants.

The Plan became effective on October 27, 2021, provided that no options or stock appreciation rights granted under the Plan will be exercisable and no shares or restricted stock units may be granted under the Plan unless and until the Plan has been approved by the stockholders of the
Company, which approval must occur on or within twelve (12) months of the date on which the Plan became effective. Upon the adoption of the Plan, the Board terminated the LM Funding America, Inc. 2015 Omnibus Incentive Plan, provided that such plan will continue to govern
outstanding awards previously made under such plan.

Management Employment Contracts

On October 27, 2021, the Company and Bruce Rodgers entered into an Amended and Restated Employment Agreement under which Mr. Rodgers will continue to serve as the Chief Executive Officer of the Company (the “Rodgers Employment Agreement™). The Rodgers
Employment Agreement provides for an annual base salary of $750,000, and it provides that Mr. Rodgers may be granted annual bonuses at the discretion of the Board of Directors and may participate in the Company’s equity incentive plans on the same terms as other senior
executives. The agreement also provides that, in consideration of the Company’s failure to make quarterly stock

20



grants to Mr. Rodgers as provided in his prior employment agreement, the Company will grant to Mr. Rodgers48,662 fully vested restricted shares under the 2021 Omnibus Plan upon the approval of the 2021 Omnibus Plan by the Company’s stockholders. Under the Rodgers
Employment Agreement, Mr. Rodgers is entitled to participate in all of the Company’s pension, life i health i disability i and other benefit plans on the same basis as the Company’s other employee officers participate. The agreement also provides for a
$15,000,000 lump-sum cash bonus upon any change of control (as defined in the agreement) during the term of the agreement that does not involve a sale of the Company, or a bonus 02% of the transaction value if the change of control is a Company Sale, and all unvested restricted
shares will vest upon a change of control. The term of the Rodgers Emp A t is through ber 30, 2023 and is automatically renewed each year unless notice of non-renewal is provided by the Company or Mr. Rodgers at least30 days prior to the renewal date. Mr.
Rodgers will receive the base salary due under the employment agreement for a period of 36 months after termination if terminated “without cause” (including a non-renewal of the agreement by the Company) or he terminates his own employment for a “good reason event”, as those
terms are defined in the agreement, in addition to any accrued bonus as of the termination date and the accelerated vesting of any unvested options and other equity awards. Mr. Rodgers’ employment agreement contains certain petiti and dentiali
provisions.

On October 27, 2021, the Company and Richard Russell entered into an Amended and Restated Employment Agreement under which Mr. Russell will continue to serve as the Chief Financial Officer of the Company (the “Russell Empl t”). The Russell Empl.
Agreement provides for an annual base salary of $500,000, and it provides that Mr. Russell may be granted annual bonuses at the discretion of the Board of Directors and may participate in the Company’s equity incentive plans on the same terms as other senior executives. The
agreement also provides that, in consideration of the Company’s failure to make quarterly stock grants to Mr. Russell as provided in his prior employment agreement, the Company will grant to Mr. Russell 25,279 fully vested restricted shares under the 2021 Omnibus Plan upon the

approval of the 2021 Omnibus Plan by the Company’s stockholders. Under the Russell Employment Agreement, Mr. Russell is entitled to participate in all of the Company’s pension, life i health i disability i and other benefit plans on the same basis as the
Company’s other employee officers participate. The agreement also provides for a $10,000,000 lump-sum cash bonus upon any change of control (as defined in the agreement) during the term of the agreement that does not involve a sale of the Company, or a bonus 02% of the
transaction value if the change of control is a Company, an all unvested restricted shares will vest upon a change of control. The term of the Russell Empl t is through 30, 2023 and is automatically renewed each year unless notice of non-renewal is

provided by the Company or Mr. Russell at least 30 days prior to the renewal date. Mr. Russell will receive the base salary due under the employment agreement for a period of36 months after termination if terminated “without cause” (including a non-renewal of the agreement by the
Company) or he terminates his own employment for a “good reason event”, as those terms are defined in the agreement, in addition to any accrued bonus as of the termination date and the accelerated vesting of any unvested options and other equity awards. Mr. Russell’s employment
agreement contains certain c ition and dentiality provisi

On October 27, 2021, the Company and Ryan Duran entered into an Employment Agreement under which Mr. Duran will serve as the Executive Vice President of Operations of the Company (the “Duran Empl ent”). The Duran Empl Agreement provides for an
annual base salary of $175,000, and it provides that Mr. Duran may be granted annual bonuses at the discretion of the Board of Directors and may participate in the Company’s equity incentive plans on the same terms as other senior executives. The agreement provides that Mr. Duran
is entitled to participate in all of the Company’s pension, life i health i disability i and other benefit plans on the same basis as the Company’s other employee officers participate. The term of the Duran Empl Agreement is through 30,

2023 and is automatically renewed each year unless notice of non-renewal is provided by the Company or Mr. Duran at least30 days prior to the renewal date. Mr. Duran will be entitled to a lump sum severance payment ofthree times his base salary if he is terminated “without cause”
(including a non-renewal of the agreement by the Company) or he terminates his own employment for a “good reason event”, as those terms are defined in the agreement, in addition to any accrued bonus as of the termination date and the accelerated vesting of any unvested options
and other equity awards. Mr. Duran’s employment agreement contains certain non-competition covenants and confidentiality provisions.

On October 28, 2021, options to purchase 1,800,000 shares, 1,800,000 shares, and 175,000 shares of common stock were granted to Bruce Rodgers, Richard Russell, and Ryan Duran, respectively. The options were granted under the 2021 Omnibus Plan, have an exercise price of
$5.95 per share (the closing price of our common stock on October 27, 2021), and will not be exercisable unless our stockholders approve the 2021 Omnibus Plan withiwne year of the adoption of the Plan. The options otherwise vest as toone-third of the option shares on the first
anniversary of the date of grant and as to one-thirty sixth (1/36th) of the option shares on a monthly basis thereafter, provided that the executive is in continuous employment or service to the Company through the applicable vesting date. Unvested options will vest on an accelerated
basis upon a change of control of the Company (as defined in 2021 Omnibus Plan) or upon our common stock achieving a $12.00 closing price for ten consecutive trading days. The options will expire 10 years from the date of grant and otherwise generally terminate carly within90
days after a termination of employment (or 12 months due to death or disability).
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Ttem 2. Management’s Discussion and Analysis of Financial Condition and Results of Operations

This Management's Discussion and Analysis should be read in conjunction with the Condensed Consolidated Financial St and Notes for the Three and Nine Months ended September 30, 2021, and with the Annual Report on Form 10-K for the year ended December 31, 2020

Forward-Looking Statements

This Quarterly Report on Form 10-Q contains certain forward-looking statements within the meaning of the Private Securities Litigation Reform Aci of 1995. All statements other than statements of historical facts included in this Qua» terl} Report on Form 1 0 Q, including, without
limitation, statements regarding our future financial position, business strategy, budgets, projected revenues, projected costs, and plans and obj of for future operations, are forward-looki Forv Ily can be identified by the
use of forward-looking terminology such as “may,” “will,” “expects,” “intends,” “plans,” “projects,” “estimates,” “anticipates,” “believes,” or the negative thereof or any variation t/wr(‘{m or similar terminology or expressions.

We have based these forward-looking statements on our current expectations and projections about future events. These forward-lookir are not and are subject to known and unknown risks, uncertainties, and assumptions about us that may cause our actual
results, levels of activity, performance, or achievements to be materially different from any future results, levels of activity, perf , or i xpressed or implied by such forward-looking statements. Important factors which could materially affect our results and our
Suture performtmcz include, without limitation:

the early stage of our planned cryptocurrency mining business and our lack of operating history in such business,

. the uncertainty surrounding the cryptocurrency mining business,

. our ability to purchase defaulted consumer receivables at appropriate prices,

. ition to acquire such b

. our dependence upon third party law firms to service our accounts,

. our ability to manage growth or declines in the business,

. changes in government regulations that affect our ability to collect sufficient amounts on our defaulted consumer receivables,

. the impact of class action suits and other litigation on our business or operations,

. our ability to keep our software systems updated to operate our business,

. our ability to employ and retain qualified employees,

. our ability to establish and maintain internal accounting controls,

. changes in the credit or capital markets,

. changes in interest rates,

. ioration in e

. the spread of the novel coronavirus (COVID-19), its impact on the economy generally and, more specifically, the specialty finance industries,

. negative press regarding the debt collection industry which may have a negative impact on a debtor’s willingness to pay the debt we acquire, and
. other factors set forth under “Item 14. Risk Factors” in our Annual Report on Form 10-K for the fiscal year ended December 31, 202and Item 14 of this Quarterly Report on Form 10-Q.

Except as required by law, we assume no duty to update or revise any forward-looking statements.

Overview
LM Funding America, Inc. (“we”, “our”, “LMFA” or the “Company”) is a specialty finance company that provides funding to nonprofit community associations primarily located in the state of Florida. We offer i d nonprofit i iations, which we refer to as
“Associations,” a variety of financial products customized to each Association’s financial needs. Our original product offering consists of p: ing funding to A iations by ing their rights under delinquent accounts that are selected by the Associations arising from unpaid

Association assessments. Historically, we provided funding against such delinquent accounts,
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which we refer to as “Accounts,” in exchange for a portion of the proceeds collected by the Associations from the account debtors on the AccountsIn addition to our original product offering, we have started purchasing Accounts on varying terms tailored to suit each Association’s
financial needs, including under our New Neighbor Guaranty™ program.

Specialty Finance Company

We purchase an Association’s right to receive a portion of the Association’s collected proceeds from owners that are not paying their After taking assi of an Association’s right to receive a portion of the Association’s proceeds from the collection of delinquent
assessments, we engage law firms to perform collection work on a deferred billing basis wherein the law firms receive payment upon collection from the account debtors or a predetermined contracted amount if payment from account debtors is less than legal fees and costs owed.
Under this business model, we typically fund an amount equal to or less than the statutory minimum an Association could recover on a delinquent account for each Account, which we refer to as the “Super Lien Amount”. Upon collection of an Account, the law firm working on the
Account, on behalf of the Association, generally distributes to us the funded amount, interest, and administrative late fees, with the law firm retaining legal fees and costs collected, and the Association retaining the balance of the collection. In connection with this line of business, we
have developed proprietary software for servicing Accounts, which we believe enables law firms to service Accounts efficiently and profitably.

Under our New Neighbor Guaranty program, an Association will generally assign ially all of its ing i and aceruals on it delinquent units to us in exchange for payment by us of monthly dues on cach deli unit. This si
substantial portion of the Association’s balance sheet bad debts and assists the Association to meet its budget by receiving d monthly p on its deli units and relieving the Association from paying legal fees and costs to collect its bad debts. We believe lhat the
combined features of the program enhance the value of the underlying real estate in an Association and the value of an Association’s delinquent receivables.

Because we acquire and collect on the delinquent receivables of Associations, the Account debtors are third parties about whom we have little or no information. Therefore, we cannot predict when any given Account will be paid off or how much it will yield. In assessing the risk of
purchasing Accounts, we review the property values of the underlying units, the governing documents of the relevant Association, and the total number of delinquent receivables held by the Association.

Recent Developments
LMF Acquisition Opportunities, Inc.

The Company is the sponsor of LMF Acquisition Opportunities, Inc. (“LMAO”), a special purpose acquisition company that completed an initial public offering in January 2021. LMFA Sponsor LLC (“Sponsor”) is a 70.5% owned subsidiary of the Company, that organized and
ally capitalized LMAO by a $25,000 purchase of Class B shares par value $0.0001 per share, of LMAO. At the time of the initial public offering of LMAO, Sponsor purchased Private Placement Warrants that allow it to purchase 5,738,000 shares of Class A common stock at an
exercise price of $11.50. The Class B shares and Private Placement Warrants were issued to and are held by Sponsor. The shares of Class B common stock of LMAO held by Sponsor will automatically convert into shares of LMAO”s Class A common stock on a one-for-one basis at

the time of LMAO?’s initial business combination and are subject to certain transfer restrictions.

As a result of the LMAO’s IPO, we ceased having a controlling fi fnancm] interest in LMAO as of January 28, 2021 Additionally, as our retained investment in LMAO qualifies for equity-method accounting, we are required to remeasure our retained interest in LMAO at fair value and

include any resulting adjustments as part of a gain or loss i idation. The fair value ion related to our retained interest in LMAO is upon \p pecific adj applied to the observable trading price of LMAO’s Class A common stock
and Private Placement Warrants. Changes in fair value will be rccordcd in the income statement during the period of the change.

Reverse Stock Split
On May 11, 2020, our shareholders voted in favor of the approval of an amendment to our Certificate of Incorporation, in the event it is deemed advisable by our Board of Directors, to effect an additional reverse stock split of the Company’s issued and outstanding common stock at a
ratio within the range of one-for-two (1:2) and one-for-ten (1:10), as determined by the Board of Directors. On May 6, 2021, the Company effected a common share consolidation (“Reverse Stock Split”) by means of a one-for-five (1:5) reverse split of its outstanding common stock,
par value $0.001 per share which resulted in a decrease in outstanding common stock to 5,414,296 shares. The Reverse Stock Split was effected by the filing of an amendment to our Certificate of Incorporation on May 5, 2021 which provided that the Reverse Stock Split become
effective at 12:01 a.m. Eastern time on May 7, 2021. The amendment provides that any fraction of a share of common stock that would be created as a result of the Reverse Stock Split is to be cashed out at price equal to the product of the closing price of the Company’s common
stock on May 6, 2021 and the amount of the fractional share. The Reverse Stock Split became effective on May 7, 2021 and the Company’s common stock began trading on The Nasdaq Capital
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Market on a split-adjusted basis on May 7, 2021. The Company has retroactively adjusted all share amounts and per share data herein to give effect to the Reverse Stock Split
COVID-19 Update
Although COVID-19 is currently not material to our results of operations, there is uncertainty relating to the potential future impact on our business. While our employees currently have the ability and are encouraged to work remotely, such measures have and may continue to have

an impact on employee attendance or productivity, which, along with the possibility of employees’ illness, may adversely affect our i In addition to p to work remotely, the Company has increased sanitation of its offices, provided hand gel and masks
to its employees and has closed the offices during identified periods of high contagion.

The extent to which COVID-19 impacts our operations, or our ability to obtain financing should we require it, will depend on future developments which are uncertain and cannot be predicted, including new information which may emerge concerning the severity of COVID-19 and
the actions taken by governments and private businesses to contain COVID-19 to treat its impact, among others. If the disruptions posed by COVID-19 continue for an extended period of time, financial markets may not be available to the Company for raising capital in order to fund
future growth. Should the Company not be able to obtain financing when required, in the amounts necessary or under terms which are economically feasible, we may be required to reduce planned future growth and/or the scope of our operations.

Entry into Contracts Relating to Planned Cryptocurrency Mining Business

On September 15, 2021, we announced that we plan to operate in the Bitcoin mining ecosystem. Specifically, we plan to develop and grow a cryptocurrency mining business, specializing in Bitcoin. Our key mission is to become a leading Bitcoin mining company in the United States.
As of the date of this Quarterly Report on Form 10-Q, we have not commenced Bitcoin mining operations. We aim to deploy the computing power that we will create to mine Bitcoin and validate transactions on the Bitcoin network. We believe that recent developments in Bitcoin
mining have created an opportunity for us to deploy capital and conduct large-scale mining operations in the United States. We have formed a new wholly owned subsidiary, US Digital Mining and Hosting Co, LLC, a Florida limited liability company (“US Digital”), to develop and
operate our cryptocurrency mining business.

Public Offering

On October 18, 2021, the Company entered into an Underwriting Agreement with Maxim Group LLC on behalf of itself and as representative of the underwriters named therein (the “Underwriting Agreement”), pursuant to which the Company issued and sold, in an underwritten

public offering (the “Public Offering”), 6,315,780 units, with each unit consisting of one share of common stock, $0.001 par value per share (“Common Stock™), and one warrant to purchase one share of Common Stock (the “Common Warrants™). The units were sold to the public at
the price of $4.75 per unit.

On October 19, 2021, the Public Offering closed, resulting in gross proceeds to the Company of approximately $30,000,000, before deducting the underwriting di and issions and estimated offering expenses. The Company also granted to the underwriter a 45-day option
to purchase up to an additional 947,367 shares of Common Stock (“Option Shares™) and/or warrants (“Option Warrants™) to purchase up to 947,367 shares of Common Stock (the “Over-Allotment Option™). The underwriter partially exercised the Over-Allotment Option, and the
Company thereby issued and sold the additional 947,367 Option Warrants, in a simultaneous closing with the Public Offering on October 19, 2021. On October 20, 2021, the underwriter exercised the remainder of the Over-Allotment Option, and the Company thereby issued and sold
the additional 947,367 Option Shares (the “October 20 Over-Allotment Closing™).

The Common Warrants issued in the offering are immediately exercisable and entitle the holder to purchase one share of Common Stock at an exercise price equal to $5.00 and expire on the fifth anniversary of the issuance date. The Common Warrants may be exercised on a cashless
basis if there is no effective registration statement available for the resale of the shares of common stock underlying such warrants.

The Company agreed to an underwriting discount of 8% of the public offering price of the Units sold in this offering. In addition, the Company issued to Maxim Group LLC (or its designee) warrants to purchase an aggregate of 3% of the number of shares of Common Stock sold in
the Public Offering, which warrants entitle the holder to purchase up to an aggregate of 217,894 shares of Common Stock after the October 20 Over-Allotment Closing (the “Representative’s Warrants”). The Representative’s Warrants have an exercise price equal to $5.94, which is
110% of the offering price in the Public Offering. The Representative’s Warrants may be exercised on a cashless basis and will be exercisable six months following the closing date until April 16, 2025.
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Results of Operations — Three Months

The Three Months Ended September 30, 2021 compared with the Three Months Ended September 30, 2020

Revenues

During the Three Months ended September 30, 2021, total revenues decreased by $28 thousand, to $224 thousand from $252 thousand in the Three Months ended September 30, 2020.

Interest on delinquent association fees for the Three Months ended September 30, 2021 increased $24 thousand as the number of payoffs increased to 68 payoff occurrences as compared to 63 payoff occurrences for the Three Months ended September 30, 2020. We believe these
payoffs were impacted in part by the negative impact COVID-19 has had on the general economy. “Payoffs” consist of recovery of the entire legally collectible portion, or a settlement thereof, of our principal investment, accrued interest, and late fees owed to us from the proceeds of

the Accounts collected by the Associations in accordance with our contracts with Associations. The slight increase in payoff occurrences was due to improved collection efforts as judicial operations and rent foreclosure moratoriums changed during the COVID 19 pandemic from the
prior year. The average revenue per unit, excluding rental revenue and net commission revenue decreased to $2,748 for the Three Months ended September 30, 2021 compared with $3,021 for the Three Months ended September 30, 2020.

‘We saw a decrease in rental revenue in the Three Months ended September 30, 2021 of $25 thousand to $37 thousand from $62 thousand for the Three Months ended September 30, 2020.

Operating Expenses
During the Three Months ended September 30, 2021, operating expenses d d approximately $588 thousand, to $2,419 thousand from $3,007 thousand for the Three Months ended September 30, 2020. The decrease in operating expenses can be attributed to various factors,
including $648 thousand decrease in ion, real estate expense decrease of $24 thousand and a $30 thousand decrease in collection costs offset in part by a $113 thousand increase in professional fees.

Professional fees, excluding fees from the BLG service agreement, for the Three Months ended September 30, 2021 were approximately $252 thousand compared with approximately $138 thousand for the Three Months ended September 30, 2020. In the ordinary course of our

business, we are involved in legal ings and expenses iated with acquisitions and corporate initiatives. We regularly initiate collection lawsuits, using our network of third party law firms, against debtors. In addition, debtors occasionally initiate litigation against
us.
Legal fees for BLG for the Three Months ended September 30, 2021 were $246 thousand compared to $247 thousand for the Three Months ended September 30, 2020See Note 4. Due to Related Party for further di i ding the service with BLG.

Other Income

The Company recognized a $173 thousand loss onthe sale of 587,000 shares of Borgs common stock for the Three months ended September 30, 2021 that arose from the redemption and conversion of $4.2 million fronits purchase of the Borgs $5 million convertible note mentioned
previously into Borg shares,

The Company previously classified the $5 million convertible note as a trading security and as such is fair valued each quarter. The Company recognized an unrealized loss of $2.6 million for the Three Months ended September 30, 2021 from the revaluation and partial conversion of
the Borq convertible debt securities.

The Company recognized a $478 thousand unrealized loss on marketable securities for the Three months ended September 30, 2021.

The Company’s investment in LMAO changed due to the LMAO IPO on January 28, 2021. This resulted in LMAO’s deconsolidation from the Company and any changes in fair value will be recorded in the income statement during the period of the change. The Company recognized
an unrealized loss on securities of $123 thousand for the Three Months ended September 30, 2021 from the revaluation of LMAO’s Class A common stock and Private Placement Warrants.

Interest (Income) Expense

During the Three Months ended September 30, 2021, the Company incurred net interest income of $74 thousand as compared to $2 thousand of interest expense for the Three Months ended September 30, 2020.

Income Tax Expense

During the Three Months ended September 30, 2021, the Company incurred net income tax expense of $13 thousand. The Company generated a $5.5 million net loss before income taxes and the Company increased its income tax valuation allowance by $1.5 million
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while also recognizing a $1.5 million income tax benefit. The Company did not recognize any income tax expense for the Three Months endedSeptember 30, 2020 since it was in a lossposition.

Net Income (Loss) from Continuing Operations

During the Three Months ended September 30, 2021, the net loss from continuing operations was $5.5 million as compared to a net loss of $2.8 million for the Three Months ended September 30, 2020.

Net Income Attributable to Non-Controlling Interest

The Company owns 70.5% of Sponsor. As such, $34 thousand of the $123 thousand net unrealized loss recognized by the Sponsor’s ownership of LMAO is attributed to the Non-Controlling Interest.

Net Income (Loss)

During the Three Months ended September 30, 2021, the net loss was $5.5 million as compared to net loss of $2.8 million for the Three Months ended September 30, 2020.

Results of Operations — Nine Months

The Nine Months Ended September 30, 2021 compared with the Nine Months Ended September 30, 2020

Revenues

During the Nine Months ended September 30, 2021, total revenues decreased by $369 thousand, to $567 thousand, from $936 thousand in the Nine Months ended September 30, 2020.

Interest on delinquent association fees for the Nine Months ended September 30, 2021 decreased $226 thousand even as the number of payoffs increased to 246 payoff occurrences as compared to 227 payoff occurrences for the Nine Months ended September 30, 2020.  We believe

these payoffs were impacted in part by the negative impact COVID-19 has had on the general economy. The decrease in payoff occurrences was due to a decrease in revenue per unit. The average revenue per unit, excluding rental revenue and net commission revenue decreased to
$1,887 for the Nine Months ended September 30, 2021 compared with $3,492 for the Nine Months ended September 30, 2020.

‘We saw a decrease in rental revenue in the Nine Months ended September 30, 2021 of $40 thousand to $103 thousand from $144 thousand for the Nine Months ended September 30, 2020This was due to a reduced number of rental units in 2021 as compared to 2020.

Operating Expenses

During the Nine Months ended September 30, 2021, operating expenses increased approximately $281 thousand, to $4,964 thousand from $4,683 thousand for the Nine Months ended September 30, 2020. The increase in operating expenses can be attributed to various factors,
including $272 thousand increase in compensation, a $200 thousand decrease in the recoupment of a bad debt allowance from a related party as compared to the prior year offset in part due to a reduction in real estate management expenses of $75 thousand, and a $40 thousand
reduction in the provision for credit losses.

Professional fees, excluding fees from the BLG service agreement, for the Nine Months ended September 30, 2021 were approximately $603 thousand compared with approximately $616 thousand for the Nine Months ended September 30, 2020. In the ordinary course of our

business, we are involved in legal and expenses with acquisitions and corporate initiatives. We regularly initiate collection lawsuits, using our network of third party law firms, against debtors. In addition, debtors occasionally initiate litigation against
us. The collection costs of these lawsuits increased by approximately $32 thousand to $3 thousand compared with a credit of approximately $28 thousand for the Nine Months ended September 30, 2020. The settl costs with iati d d by approximately $30 thousand
to $10 thousand for the Nine Months ended 30,2021 as dto i $30 thousand for the Nine Months ended September 30, 2020.

Legal fees for BLG for the Nine Months ended September 30, 2021 were $738 thousand compared to $756 thousand for the Nine Months ended September 30, 2020See Note 4. Due to Related Party for further discussion regarding the service agreements with BLG.

26




Other Income

The Company recognized a $13.9 million gain on securities for the Nine Months ended September 30, 2021 including:

. a $5.7 million gain on a transaction with Borgs in which the Company acquired debt of Borgs and converted the debt into Borgs common stock and subsequently sold such shares at a gain.

. A $8.5 million gain as part of its purchase of the Borgs $5 million convertible note in which it received warrants that were subsequentlyexercised in a cashless exercise and received 5,956,544 common shares in Borgs. The Company
subsequently sold those warrants and recognized $8.5 million in proceeds, all of which was recognized as gain in the Nine Months ended September 30, 2021.

. The Company recognized a $173 thousand realized loss on the sale of 587,000 shares of Borgs common stock for the Nine months ended September 30, 2021.

The Company previously classified $5 million convertible note has been classified as a trading security and as such s fair valued each quarter. The Company recognized an unrealized loss of $0.1 million for the Nine Months ended September 30, 2021 from the revaluation and partial
conversion of the Borg convertible debt securities.

The Company recognized a $478 thousand unrealized loss on marketable securities for the Nine months ended September 30, 2021.

The Company’s investment in LMAO changed due to the LMAO IPO on January 28, 2021. This resulted in LMAO’s deconsolidation from the Company and any changes in fair value will be recorded in the income statement during the period of the change. The Company recognized
an unrealized gain on securities of $1.0 million for the Nine Months ended September 30, 2021 from the revaluation of LMAO’s Class A common stock and Private Placement Warrants.

The Company recognized a gain on the forgiveness of note payable of $157 thousand for the Nine months ended September 30, 2021.

Interest (Income) Expense

During the Nine Months ended September 30, 2021, the Company incurred net interest income of $164 thousand as compared to $10 thousand of interest expense for the Nine Months ended September 30, 2020.
Income Tax Expense

During the Nine Months ended September 30, 2021, the Company incurred net income tax expense of $29 thousand. Due to the Company generating $10.3 million before income taxes, the Company released $2.4 million of its income tax valuation allowance while also recognizing
$2.4 million income tax expense. The Company did not recognize any income tax expense for the Nine Months ended September 30, 2020 since it was in a loss position.

Net Income (Loss) from Continuing Operations

During the Nine Months ended September 30, 2021, the net income from continuing operations was $10.3 million as compared to a net loss of $3.7 million for the Nine Months ended September 30, 2020.

Income from Discontinued Operations

During the Nine Months ended September 30, 2021, the income from di i i was $0 as to net income of $16 thousand for the Nine Months ended September 30, 2020.
Net Income Attributable to Non-Controlling Interest
The Company owns 70.5% of Sponsor. As such, $285 thousand of the $1.0 million net unrealized gain recognized by the Sponsor’s ownership of LMAQ s attributed to the Non-Controlling Interest.

Net Income (Loss)

During the Nine Months ended September 30, 2021, the net income was $10.0 million as compared to net loss of $3.7 million for the Nine Months ended September 30, 2020.

Liquidity and Capital Resources
General

As of September 30, 2021, we had cash and cash equivalents of $17.5 million compared with $11.6 million at December 31, 2020. The Company also had $3.5 million of marketable securities as of September 30, 2021.
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Cash from Operations

Net cash provided by operations was $5.3 million during the Nine Months ended September 30, 2021 compared with net cash used in operations of $2.8 million during the Nine Months ended September 30, 2020. This change in cash provided by operating activities was primarily
driven by a $5.7 million realized gain on securities from the Borq Note transactions and a $8.5 million realized gain on securities from selling the Borq warrants offset in part by a $5 million investment in the Borq convertible note receivable and a $4.0 million investment in
marketable securities.

Cash from Investing Activities

For the Nine Months ended September 30, 2021 net cash used in investing activities was $8.8 million as compared to net cash provided by investing activities of $1.3 million for the Nine Months ended September 30, 2020. The change was due primarily the investment of $5.7 million
in LMF Acquisition Opportunities Inc (a special purpose acquisition corporation), a $1.4 million investment in digital assets and a $1.6 million deposit for fixed assets. For the Nine Months ended September 30, 2020, the Company received $1.5 million from the collection of a note
receivable.

Cash from Financing Activities

Net cash provided by financing activities was $9.4 million for the Nine Months ended September 30, 2021 compared to $12.6 million during the Nine Months ended September 30, 2020. At September 30, 2021, the Company received $9.5 million from the exercise of warrants and
paid $134 thousand repayments of debt. During the Nine Months ended September 30, 2020 the Company received $9.5 million from a stock subscription agreement and equity raise and $3.1 million from the exercise of warrants.

Shareholders’ Equity
During the Nine Months ended September 30, 2021, holders of our warrants exercised such warrants for approximately 2.3 million shares of common stock for an aggregate of $9.5 million.

Debt of the Company consisted of the following at September 30, 2021 and December 31, 2020:

December 31,
30,2021 2020 (Audited)

The note payable as of December 31, 2020 required an upfront payment of $20,746 and monthly payments of $19,251 over a ten

month period. The notes matured on May 1, 2021. Annualized interest was 5.95%. $ - $ 96,257

Unsecured financing agreement with commercial premium financing company. Down payment of $36,255 was required upfront

and equal installment payments of $19,115 to be made over an 11 month period. The note will mature on June 1, 2022 with

annualized interest of 3.95%. $ 172,032 $ =

Promissory note issued by a financial institution, bearing interest at 1.0%, interest and no principal payments. The note matured

April 30, 2022. Annualized interest was 1.0%. This is a U.S. Small Business Admini ion’s Paycheck Protection Program (the

“PPP Loan”) - 185,785
s 172,032 S 282,042

Off-Balance Sheet Arrangements

We do not have any off-balance sheet arrangements.

Item 3. Q itative and Qualitati i es About Market Risk

As a smaller reporting company, we are not required to make disclosures under this item.
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Item 4. Controls and Procedures

(a) Evaluation of disclosure controls and procedu
Our management, with the participation of our Chief Executive Officer and Chief Financial Officer, evaluated the effecti of our di controls and procedures pursuant to Rule 13a-15 under the Securities Exchange Act of 1934, as amended, as of the end of the period
covered by this Quarterly Report on Form 10-Q. In designing and ing the dis controls and izes that any controls and procedures, no matter how well designed and operated, can provide only reasonable assurance of achieving the desired

control objectives. In addition, the design of disclosure controls and procedures must reflect the fact that there are resource constraints and that management is required to apply its judgment in evaluating the benefits of possible controls and procedures relative to their costs.

)\ with the ip of our Chief Executive Officer and Chief Financial Officer, performed an evaluation of the i of our discl controls and p d as of September 30, 2021. Based on that evaluation, our management, including our Chief Executive
Officer and Chief Financial Officer, ded that our discl controls and p were not effective as of September 30, 2021 due to the following material weakness in internal control over financial reporting that existed as of December 31, 2020 and that continued to exist
through September 30, 2021.

The Company did not effectively segregate certain accounting duties due to the small size of its accounting staff.

A material isa i Lora ination of control iencies, in internal control over financial reporting such that there is a reasonable possibility that a material misstatement of our annual or interim i financial will not be pi or detected
on a timely basis. Notwithstanding the determination that there was a material weakness as identified in this Quarterly Report, we believe that our idated financial ined in this Quarterly Report fairly present our financial position, results of operations and cash

flows for the years covered hereby in all material respects.

‘We expect to be dependent upon our Chief Financial Officer who is knowledgeable and experienced in the application of U.S. Generally Accepted Accounting Principles to maintain our disclosure controls and procedures and the preparation of our financial statements for the
foreseeable future. We plan on increasing the size of our accounting staff at the appropriate time for our business and its size to ameliorate our concern that we do not effectively segregate certain accounting duties, which we believe would resolve the material weakness in disclosure
controls and procedures, but there can be no assurances as to the timing of any such action or that we will be able to do so.

(b) Changes in internal control over financial reporting.

There were no changes in our internal control over financial reporting that occurred during the quarter ended September 30, 2021 that have materially affected, or are reasonably likely to materially affect, our internal control over financial reporting.
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PART II. OTHER INFORMATION

Item 1. Legal Proceedings

Legal Proceedings are set forth under Note 7 "Commitments and Contingencies" included in Part I, Item 1 of this Quarterly Report on Form 10-Q and are incorporated herein by reference.

Item 1A. Risk Factors

There have been no material changes from the risk factors previously disclosed in the section entitled “Risk Factors™ in our Annual Report on Form 10-K for the year ended December 31, 2020, except for the addition of the risk factors set forth below:

We may inadvertently become subject to the requirements of the Investment Company Act, which would limit our business operations and require us to spend significant resources to comply with the Investment Company Act.

We run the risk of inadvertently being deemed to be an investment company that is required to register under the Investment Company Act of 1940 (the “Investment Company Act”) because a significant portion of our assets may be deemed to consist of, or may be deemed to have

consisted of, investment securities, including potentially our interest in LMF Acquisition Opportunities, Inc. and our jons with BORQS Technologies. The risk varies depending on events beyond our control, such as significant appreciation or depreciation in the market value of
certain of our assets, and transactions involving the sale and purchase of certain assets. If we are deemed to be an inadvertent investment company, we may seek to rely on a safe-harbor under the Investment Company Act that would provide us a one-year grace period to take steps to
avoid being deemed to be an investment company.

The Investment Company Act defines an “investment company™ as an issuer that is engaged in the business of investing, reinvesting, owning, holding or trading in securities and owns investment securities having a value exceeding 40% of the issuer's unconsolidated assets, excluding
cash items and securities issued by the federal government. While the Investment Company Act also has several exclusions and exceptions that we would seck to rely upon to avoid being deemed an investment company, our reliance on any such exclusions or exceptions may be
misplaced resulting in violation of the Investment Company Act, the consequences of which can be significant.

A company that falls within the scope of Section 3(a)(1)(C) of the Investment Company Act can avoid being regulated as an investment company if it can rely on certain of the ions or ions under the Company Act. One such exclusion is Rule 3a-2 under the
Investment Company Act. Rule 3a-2 of the Investment Company Act provides that inadvertent or transient investment companies will not be treated as i ies subject to the provisions of the Company Act, provided the issuer has the requisite intent to be
engaged in a non-investment business, evidenced by the issuer’s business activities and an appropriate resolution of the issuer’s board of directors, within one year from the commencement of the earlier of (1) the date on which the issuer owns securities and/or cash having a value
exceeding 50% of the value of such issuer's total assets on either a consolidated or unconsolidated basis, or (2) the date on which an issuer owns or proposes to acquire investment securities (as defined in section 3(a) of the Exchange Act) having a value exceeding 40% of the value of
such issuer's total assets (exclusive of government securities and cash items) on an unconsolidated basis.

In order to ensure we avoid being deemed an investment company, we have taken, and may need to continue to take, steps to reduce the percentage of our assets that constitute investment securities under the Investment Company Act. These steps have included, among others, selling
investment securities that we might otherwise hold for the long-term and deploying our cash in assets that are not investment securities. We may be forced to sell our investment securities at unattractive prices or to sell assets that we otherwise believe benefit our business in the future
to remain below the requisite threshold. We may also seek to acquire additional assets to maintain compliance with the Investment Company Act, and we may need to incur debt, issue additional equity, or enter into other financing arrangements that are not otherwise attractive to our
business. Any of these actions could have a material adverse effect on our results of operations and financial condition.

‘We can make no assurance that we would successfully be able to take the necessary steps to avoid being deemed to be an i company in with the safe-harbor. If we were then we would have to register as an investment company, and we would be
unable to operate our business in its current form. We would be subject to extensive, restrictive, and potentially adverse statutory provisions and regulations relating to, among other things, operating methods, management, capital structure, indebtedness, dividends, and transactions
with affiliates. If we were deemed to be an investment company and did not register as an investment company when required to do so, there would be a risk, among other material adverse consequences, that we could become subject to monetary penalties or injunctive relief, or both,
that we would be unable to enforce contracts with third parties, and/or that third parties could seek to obtain rescission of transactions with us undertaken during the period in which we were an unregistered investment company.

Our cryptocurrency mining business is in an early stage of development. If we are not able to develop our business as anticipated, we may not be able to generate revenues or achieve profitability and you may lose your investment.




‘We have no operating history in the cryptocurrency mining business and have not earned any revenues to date in such business. Although we believe that our planned cryptocurrency mining business significant profit potential, we may not attain profitable operations and our
management may not succeed in realizing our business objectives. If we are not able to develop our business as anticipated, we may not be able to generate revenues or achieve profitability and you may lose your investment.

Our lack of operating history in the cryp -y mining business makes evaluating our business and future prospects difficult and increases the risk of an investment in our securities.

We have no operating history in the cryptocurrency mining business upon which an investor may evaluate our business, prospects, financial condition and operating results. It is difficult to predict our future revenues and appropriately budget for our expenses, and we have limited
insight into trends that may emerge and affect our planned cryptocurrency mining business. Furthermore, we plan to focus our business on cryptocurrency, and specifically Bitcoin, mining, a new and developing field, which could further exacerbate the risks. In the event that actual
results differ from our plans and e ations, our business, prospects, financial dition and operating results could be adversely affected.

We will likely need to raise additional capital to fund our planned cryptocurrency mining business and purchase related equipment, and such capital may not be available on terms acceptable to us, or at all.

We have entered into agreements under which we have agreed to purchase a substantial number of cryptocurrency mining machines, and we will have escalating operating expenses associating with developing our planned cryptocurrency mining business. Accordingly, we wil likely
require additional capital to fund our planned equipment purchases and to respond to competitive d; or ies, customer demands, business opportunities, or ly, we will likely need to engage in
equity or debt financings or enter into credit facilities for the above-mentioned or other reasons. We may not be able to timely secure additional debt or equity financing on favorable terms, or at all. If we raise additional funds through equity financing, our existing stockholders could
experience significant dilution.

Furthermore, any debt financing obtained by us in the future could involve restrictive covenants relating to our capital raising activities and other financial and operational matters, which may make it more difficult for us to obtain additional capital and to pursue business opportunities.
If we are unable to obtain adequate financing or financing on terms satisfactory to us, when we require it, our ability to continue to grow or support our business and to respond to business challenges could be significantly limited.

Our operating results may fluctuate due to the highly volatile nature of cryptocurrencies in general and, specifically, Bitcoin.

The revenue from our cryptocurrency mining business will be dependent on cryptocurrencies and, specifically, Bitcoin and the broader blockchain and Bitcoin mining ecosystem. Due to the highly volatile nature of the cryptocurrency markets and the prices of cryptocurrency assets,
our operating results may fluctuate significantly from quarter to quarter in accordance with market sentiments and movements in the broader cryptocurrency ecosystem. Our operating results may fluctuate as a result of a variety of factors, many of which are unpredictable and in certain
instances are outside of our control, including:

. macroeconomic conditions;

. changes in the legislative or regulatory environment, or acllons by govemmems or regulators, including fines, orders, or consent decrees;

. adverse legal proceedings or regulatory actions, jud or other legal proceeding and lated costs;
. increases in operating expenses that we expect to incur to grow and expand our operations and to remain competitive;

. system errors, failures, outages and computer viruses, which could disrupt our ability to continue mining;

. power outages and certain other events beyond our control, including natural disasters and telecommunication features;

. breaches of security or privacy;

. our ability to attract and retain talent; and

. our ability to compete with our existing and new competitors.

As a result of these factors, it may be difficult for us to forecast growth trends accurately and our business and future prospects are difficult to evaluate, particularly in the short term.

If we are unable to successfully maintain our power and hosting arrangements or secure the sites for our data centers, on acceptable terms or at all, or if we must otherwise relocate to reple sites, our

perations may be disrupted, and our business results may suffer.
As part of the planned build out of our cryptocurrency mining operations, we plan to set up or lease cryptocurrency mining facilities (or sites). Actually securing these sites on terms acceptable to our management team may not occur within our timing expectations or
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atall. Although we have entered into agreements with Uptime Armory and Uptime Hosting to provide cargo containers and hosting services, our inability to secure sites for our data centers could adversely impact the anticipated timing of our initial buildout phase and therefore the
time by which we are able to commence our operations.

Bitcoin mining activities are energy-intensive, which may restrict the geographic locations of miners and have a negative envi I impact. G may potentially restrict the ability of electricity suppliers to provide electricity to mining operations, such as
ours, or even fully or partially ban mining operations.

Mining Bitcoin requires massive amounts of electrical power, and electricity costs are expected to account for a significant portion of our overall costs. The availability and cost of electricity will restrict the geographic locations of our mining activities. Any shortage of electricity
supply or increase in electricity costs in any location where we plan to operate may negatively impact the viability and the expected economic return for Bitcoin mining activities in that location.

Further, our business model can only be successful and our mining operations can only be profitable if the costs, including electrical power costs, associated with Bitcoin mining are lower than the price of Bitcoin itself. As a result, any mining operation we establish can only be
successful if we can obtain sufficient electrical power for that site on a cost-effective basis, and our establishment of new mining data centers requires us to find sites where that is the case. Even if our electrical power costs do not increase, significant fluctuations in, and any prolonged
periods of, low Bitcoin prices may also cause our electrical supply to no longer be cost-effective.

Furthermore, there may be significant ition for suitable cryp mining sites, and government regulators, including local permitting officials, may potentially restrict our ability to set up cryptocurrency mining operations in certain locations. They can also restrict the
ability of electricity suppliers to provide electricity to mining operations in times of electricity shortage, or may otherwise potentially restrict or prohibit the provision of electricity to mining operations. In addition, if cryptocurrency mining becomes more widespread, government
scrutiny related to restrictions on cryptocurrency mining facilities and their energy consumption may significantly increase. The considerable consumption of electricity by mining operators may also have a negative environmental impact, including contribution to climate change,
which could set the public opinion against allowing the use of electricity for Bitcoin mining activities or create a negative consumer sentiment and perception of Bitcoin, specifically, or cryptocurrencies, generally. This, in turn, could lead to governmental measures restricting or
prohibiting cryptocurrency mining or the use of electricity for Bitcoin mining activities. Any such development in the jurisdictions where we plan to operate could increase our compliance burdens and have a material adverse effect on our business, prospects, financial condition, and
operating results. Government regulators in other countries may also ban or substantially limit their local cryptocurrency mining activities, which could have a material effect on our supply chains for mining equipment or services and the price of Bitcoin. It could also increase our
domestic competition as some of those cryptocurrency miners or new entrants in this market may consider moving their cryptocurrency mining ions or ishing new ions in the United States.

Additionally, our mining operations could be materially adversely affected by power outages and similar disruptions. Given the power requirements for our mining equipment, it would not be feasible to run this equipment on back-up power generators in the event of a government
restriction on electricity or a power outage. If we are unable to receive adequate power supply and are forced to reduce our operations due to the availability or cost of clectrical power, it would have a material adverse effect on our business, prospects, financial condition, and operating
results.

We may be affected by price fluctuations in the wholesale and retail power markets.

A substantial portion of our power and hosting arrangements will likely contain certain price adjustment mechanisms in case of certain events. Furthermore, a portion of our power and hosting arrangements will likely include merchant power prices, or power prices reflecting market
movements.

Market prices for power, generation capacity and ancillary services, are unpredictable. Depending upon the effectiveness of any price risk management activity undertaken by us, an increase in market prices for power, generation capacity, and ancillary services maadversely affect
our business, prospects, financial condition, and operating results. Long- and short-term power prices may fluctuate substantially due to a variety of factors outside of our control, including, but not limited to:

. increases and decreases in generation capacity;

. changes in power ission or fuel ion capacity ints or inef

. volatile weather conditions, particularly unusually hot or mild summers or unusually cold or warm winters;

. technological shifts resulting in changes in the demand for power or in patterns of power usage, including the potential P of demand-sid tools, ion and technological ad in power storage capability and the development of new
fuels or new technologies for the production or storage of power;

. federal and state power, market and envis ion and legislation; and

. changes in capacity prices and capacity markets.
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If we are unable to secure power supply at prices or on terms acceptable to us, it would have a material adverse effect on our business, prospects, financial condition, and operating results.

We will be vulnerable to severe weather conditions and natural disasters, i ing severe heat, fires, floods, i as well as power outages and other industrial incidents, which could severely disrupt the normal operation of our business and adversely
affect our results of operations.

Our business will be subject to the risks of severe weather conditions and natural disasters, including severe heat, earthquakes, fires, floods, hurricanes, as well as power outages and other industrial incidents, any of which could result in system failures, power supply disruptions and
other interruptions that could harm our business.

The majority of our power and hosting arrangements have merchant power prices, or power prices reflecting the market movements. In an event of a major power outage, the merchant power prices could be too high to make Bitcoin mining profitable. To extent the power prices
increase significantly as result of severe weather conditions, natural disasters or any other causes, resulting in contract prices for power being significantly lower than current market prices, the counterparties under our power and hosting arrangements may refuse to supply power to us
during that period of fluctuating prices.

From time to time, we may consider protecting against power price movements by adopting a more risk averse power procurement strategy and hedging our power purchase prices, which would translate into additional hedging costs for us.

Furthermore, state or regional government officials to introduce new legi and i on power providers that may result in, among other things, restrictions on cryptocurrency mining operations in general.

We will be exposed to risks related to disruptions or other failures in the supply chain for cryp and difficulties in obtaining new .

Manufacture, assembly and delivery of certain components and products for mining operations could be complex and long processes, in the course of which various problems could arise, including disruptions or delays in the supply chain, product quality control issues, as well other
external factors, over which we have no control.

Our mining ions can only be ful and ultimately ble if the costs it with Bitcoin mining, including hardware costs, are lower than the price of Bitcoin itself. In the course of the normal operation of our cryptocurrency mining facilities, our miners and other
critical equipment and materials related to datacenter construction and maintenance, such as containers, switch gears, transformers and cables, will experience ordinary wear and tear and may also face more significant malfunctions caused by a number of extraneous factors beyond our
control. Declines in the condition of our miners and other hardware will require us, over time, to repair or replace those miners. Additionally, as the technology evolves, we may be required to acquire newer models of miners to remain competitive in the market. Any upgrading process
‘may require substantial capital investment, and we may face challenges in doing so on a timely and cost-cffective basis.

Our mining business will be subject to limitations inherent within the supply chain of certain of our components, including competitive, governmental, and legal limitations, and other events. For example, we expect that we will significantly rely on foreign imports to obtain certain
equipment and materials. Any global trade disruption, introductions of tariffs, trade barriers and bilateral trade frictions, together with any potential downturns in the global economy resulting therefrom, could adversely affect our necessary supply chains. Our third-party
manufacturers, suppliers and subcontractors may also experience disruptions by worker ism, quarantines, restrictions on empl * ability to work, office and factory closures, disruptions to ports and other shipping infrastructure, border closures, or other travel or health-
related restrictions, such as those that were triggered by the COVID-19 pandemic, for example. Depending on the itude of such effects on our supply chain, shipments of parts for our miners, or any new miners that we order, may be delayed.

Furthermore, the global supply chain for cryptocurrency miners is presently heavily dependent on China, which has been severely affected by the China as a main supplier of cryptocurrency miners has been called into question in the wake of the COVID-19 pandemic. China has also
in the past limited the shipment of products in and out of its borders, which could negatively impact our ability to receive mining equipment from our China-based suppliers. Should similar outbreaks or other disruptions to the China-based global supply chain for cryptocurrency
hardware occur, such as, for example, as result of worsening of the U.S. trade relations with China, including imposition of new tariffs, trade barriers and bilateral trade frictions, we may not be able to obtain adequate equipment from the manufacturer on a timely basis. Such events
could have a material adverse effect on our business, prospects, financial condition, and operating results.

The properties in our mining network may experience damages, including damages that are not covered by insurance.




Any cryptocurrency mining sites we establish will be subject to a variety of risks relating to physical condition and operation, including:

. the presence of construction or repair defects or other structural or building damage;

. any noncompliance with, or liabilities under, applicable environmental, health or safety regulations or requirements or building permit requirements;

. any damage resulting from extreme weather conditions or natural disasters, such as hurricanes, earthquakes, fires, floods and snow or windstorms; and
. claims by employees and others for injuries sustained at our properties.

s could be rendered i

For example, our cryptocurrency mining facil temporarily or ly, as a result of, among others, a fire or other natural disasters. The security and other measures we anticipate to take to protect against these risks may not be sufficient.

Additionally, our mining operations could be materially adversely affected by a power outage or loss of access to the electrical grid or loss by the grid of cost-effective sources of electrical power generating capacity.

Ttem 2. Unregistered Sales of Equity Securities and Use of Proceeds
(a) Sales of Unregistered Securities.

None.

(b) Use of Proceeds.

None.

(¢) Repurchase of Securities.

None.

Item 3. Defaults Upon Senior Securities

None.

Item 4. Mine Safety Disclosures

None.

Item 5. Other Information

None
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Item 6. Exhibits

The following documents are filed as a part of this report or are incorporated herein by reference.

EXHIBIT
NUMBER

3.1
10.1
10.2
10.3
10.4
10.5
10.6
10.7
10.8
10.9
10.10
10.11
10.12
10.13
31.1%

31.2%
32.1%

101.INS

101.SCH
101.CAL
101.DEF
101.LAB

101.PRE
104

* Filed herewith.

DESCRIPTION

Certificate of d (i d by reference to Exhibit 3.1 to Form 8-K filed on Mav 5.2021)
America,

Inc. and Bitmain Technologies Limited (incorporated by reference to Exhibit 10.1 to the Form 8-K filed on September 15, 2021)
i ies Limited (i ibi led on October 6, 2021)
LLC (incorporated by reference to Exhibit 10.2 to the Form 8-K filed on October 6, 2021)
sting Co. LLC and U, tlme Hosting LLC (incorporated by reference to Exhibit 10.3 to the Form 8-K filed on October 6, 2021)
LM Fundmg America, Inc. 2021 Omnibus Incentive Plan (incorporated by reference to Exhibit 10.1 to the Form 8-K filed on November 1, 2021)
LM Funding America. Inc. N Director Ci ion Program (incorporated by reference to Exhibit 10.2 to the Form 8-K filed on November 1. 2021)
Form of Stock Option Award Agreement (2021 Omnibus Incentive Plan) (incorporated by reference to Exhibit 10.3 to the Form 8-K filed on November 1, 2021)
Form of Stock Option Award Agreement for executive officer option grants made on October 28, 2021 (incorporated by reference to Exhibit 10.4 to the Form 8-K filed on November 1, 2021)
Form of Stock Option Award Agreement for non-employee directors (incorporated by reference to Exhibit 10.5 to the Form 8-K filed on November 1, 2021)
Amended and Restated Employment Agreement, dated October 27, 2021, with Bruce Rodgers (incorporated by reference to Exhibit 10.6 to the Form 8-K filed on November 1, 2021)
Amended and Restated Employment Agreement, dated October 27, 2021, with Richard Russell (incorporated by reference to Exhibit 10.7 to the Form 8-K filed on November 1, 2021)
Amended and Restated Employment Agreement, dated October 27, 2021, with Ryan Duran (incorporated by reference to Exhibit 10.8 to the Form 8-K filed on November 1. 2021)
Form of Voting Agreement (incorporated by reference to Exhibit 10.1 to the Form 8-K filed October 20, 2021)
Rule 13a — 14(a) Certification of the Principal Executive Officer

Rule 13a — 14(a) Certification of the Principal Financial Officer

Inline XBRL Instance Document — the instance document does not appear in the Interactive Data File because XBRL tags are embedded within the Inline XBRL document.
Inline XBRL Taxonomy Extension Schema Document

Inline XBRL Taxonomy Extension Calculation Linkbase Document

Inline XBRL Taxonomy Extension Definition Linkbase Document

Inline XBRL Taxonomy Extension Label Linkbase Document

Inline XBRL Taxonomy Extension Presentation Linkbase Document
Cover Page Interactive Data File (embedded within the Inline XBRL document)

35



http://www.sec.gov/Archives/edgar/data/0001640384/000156459021024545/lmfa-ex31_7.htm
http://www.sec.gov/Archives/edgar/data/1640384/000156459021047975/lmfa-ex101_7.htm
http://www.sec.gov/Archives/edgar/data/1640384/000156459021050331/lmfa-ex101_7.htm
http://www.sec.gov/Archives/edgar/data/1640384/000156459021050331/lmfa-ex102_38.htm
http://www.sec.gov/Archives/edgar/data/1640384/000156459021050331/lmfa-ex103_39.htm
http://www.sec.gov/Archives/edgar/data/1640384/000156459021053210/lmfa-ex101_15.htm
http://www.sec.gov/Archives/edgar/data/1640384/000156459021053210/lmfa-ex102_18.htm
http://www.sec.gov/Archives/edgar/data/1640384/000156459021053210/lmfa-ex103_14.htm
http://www.sec.gov/Archives/edgar/data/1640384/000156459021053210/lmfa-ex104_17.htm
http://www.sec.gov/Archives/edgar/data/1640384/000156459021053210/lmfa-ex105_16.htm
http://www.sec.gov/Archives/edgar/data/1640384/000156459021053210/lmfa-ex106_13.htm
http://www.sec.gov/Archives/edgar/data/1640384/000156459021053210/lmfa-ex107_11.htm
http://www.sec.gov/Archives/edgar/data/1640384/000156459021053210/lmfa-ex108_12.htm
http://www.sec.gov/Archives/edgar/data/1640384/000156459021053210/lmfa-ex101_15.htm

SIGNATURES
Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on its behalf by the undersigned, thereunto duly authorized:

LM FUNDING AMERICA, INC.

Date: November 15, 2021 By: /s/ Bruce M. Rodgers
Bruce M. Rodgers
Chief Executive Officer and Chairman of the Board
(Principal Executive Officer)

Date: November 15, 2021 By: /s/ Richard Russell

Richard Russell
Chief Financial Officer
(Principal Accounting Officer)



Exhibit 31.1

Certification of Chief Executive Officer
Pursuant to Section 302 of the Sarbanes-Oxley Act of 2002

I, Bruce Rodgers, certify that:
1. T have reviewed this quarterly report on Form 10-Q of LM Funding America, Inc.;

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the statements made, in light of
the circumstances under which such statements were made, not misleading with respect to the period covered by this report;

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the financial condition, results
of operations and cash flows of the registrant as of, and for, the periods presented in this report;

4. The registrant’s other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in Exchange Act Rules 13a-15(e)
and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and have:

a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to ensure that material
information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those entities, particularly during the period in which
this report is being prepared;

b) Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our supervision, to provide
reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for external purposes in accordance with generally
accepted accounting principles;

c) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions about the effectiveness of the disclosure
controls and procedures, as of the end of the period covered by this report based on such evaluation; and

d) Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s most recent fiscal quarter (the
registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to materially affect, the registrant’s internal control
over financial reporting; and

5. The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the registrant’s auditors and
the audit committee of the registrant’s board of directors (or persons performing the equivalent functions):

a) All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are reasonably likely to adversely
affect the registrant’s ability to record, process, summarize and report financial information; and

b) Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s internal control over financial
reporting.

/s/ Bruce Rodgers
November 15, 2021 Bruce Rodgers

Chief Executive Officer

(Principal Executive Officer)

A signed original of this document has been provided to LM Funding America, Inc. and will be retained by LM Funding America, Inc. and furnished to the Securities and
Exchange Commission or its staff upon request.



Exhibit 31.2

Certification of Chief Financial Officer
Pursuant to Section 302 of the Sarbanes-Oxley Act of 2002

I, Richard Russell, certify that:
1. T have reviewed this quarterly report on Form 10-Q of LM Funding America, Inc.;

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the statements made, in light of
the circumstances under which such statements were made, not misleading with respect to the period covered by this report;

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the financial condition, results
of operations and cash flows of the registrant as of, and for, the periods presented in this report;

4. The registrant’s other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in Exchange Act Rules 13a-15(e)
and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and have:

a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to ensure that material
information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those entities, particularly during the period in which
this report is being prepared;

b) Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our supervision, to provide
reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for external purposes in accordance with generally
accepted accounting principles;

c) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions about the effectiveness of the disclosure
controls and procedures, as of the end of the period covered by this report based on such evaluation; and

d) Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s most recent fiscal quarter (the
registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to materially affect, the registrant’s internal control
over financial reporting; and

5. The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the registrant’s auditors and
the audit committee of the registrant’s board of directors (or persons performing the equivalent functions):

a) All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are reasonably likely to adversely
affect the registrant’s ability to record, process, summarize and report financial information; and

b) Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s internal control over financial
reporting.

/s/ Richard Russell
November 15,2021 Richard Russell
Chief Financial Officer
(Principal Financial and Accounting Officer)

A signed original of this document has been provided to LM Funding America, Inc. and will be retained by LM Funding America, Inc. and furnished to the Securities and
Exchange Commission or its staff upon request.



Exhibit 32.1

‘Written Statement of the Chief Executive Officer
Pursuant to 18 U.S.C. Section 1350

Solely for the purposes of complying with 18 U.S.C. ss.1350, I, the undersigned Chief Executive Officer of LM Funding America, Inc. (the “Company”), hereby
certify, based on my knowledge, that the Quarterly Report on Form 10-Q of the Company for the quarterly period ended September 30, 2021 as filed with the Securities and
Exchange Commission on November 15, 2021 (the “Report”), fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934, as
amended; and that information contained in the Report fairly presents, in all material respects, the financial condition and results of operations of the Company.

/s/ Bruce Rodgers

Bruce Rodgers

Chief Executive Officer
(Principal Executive Officer)
November 15, 2021

A signed original of this document has been provided to LM Funding America, Inc. and will be retained by LM Funding America, Inc. and furnished to the Securities and
Exchange Commission or its staff upon request.



Exhibit 32.1

Written Statement of the Chief Financial Officer
Pursuant to 18 U.S.C. Section 1350

Solely for the purposes of complying with 18 U.S.C. ss.1350, I, the undersigned Chief Financial Officer of LM Funding America, Inc. (the “Company”), hereby
certify, based on my knowledge, that the Quarterly Report on Form 10-Q of the Company for the quarterly period ended September 30, 2021 as filed with the Securities and
Exchange Commission on November 15, 2021 (the “Report”), fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934, as
amended; and that information contained in the Report fairly presents, in all material respects, the financial condition and results of operations of the Company.

/s/ Richard Russell

Richard Russell

Chief Financial Officer

(Principal Financial and Accounting Officer)
November 15, 2021

A signed original of this document has been provided to LM Funding America, Inc. and will be retained by LM Funding America, Inc. and furnished to the Securities and
Exchange Commission or its staff upon request.



