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CAUTIONARY NOTE REGARDING FORWARD LOOKING STATEMENTS

This Annual Report on Form 10-K (this "Annual Report") contains forward-looking statements within the meaning of the Private Securities Litigation Reform
Act of 1995. Forward-looking statements are all statements other than those of historical fact. These statements may include, among others, statements
regarding our expectations, plans or intentions, such as those relating to management strategies, future financial performance, and capital allocation. The words
"believe," "expect," "expectation," "anticipate," "may," "could," "should," "intend," "seek," "estimate," "plan," "target," "project," "likely," "will," "forecast,"
"outlook," or other similar words, phrases or expressions, among others, generally identify forward-looking statements, which speak only as of the date the
statements are made. The matters discussed in these forward-looking statements are inherently subject to risks, uncertainties and other factors that could cause
actual results to differ materially from those projected, anticipated or implied in the forward-looking statements. In particular, information included under "Risk
Factors," "Financial Statements and Supplementary Data," and "Management’s Discussion and Analysis of Financial Condition and Results of Operations"
contain forward-looking statements. Where, in any forward-looking statement, an expectation or belief as to future results or events is expressed, such
expectation or belief is based on the current plans and expectations of our management and is expressed in good faith and believed to have a reasonable basis,
but there can be no assurance that the expectation or belief will result or be achieved or accomplished. Whether any such forward-looking statements are in fact
achieved will depend on future events, many of which are beyond our control. Comparisons of results for any prior periods are not intended to express any
future trends, or indications of future performance, unless expressed as such, and should only be viewed as historical data.

Factors, risks, trends and uncertainties that could cause actual results or events to differ materially from those anticipated include the matters described under
"Risk Factors" and "Management’s Discussion and Analysis of Financial Condition and Results of Operations," in addition to the following other factors, risks,
trends and uncertainties:

« changes in the enforcement of existing laws and regulations and the adoption of new laws and regulations that may unfavorably impact our business,
and failures to comply with existing or new laws or regulations, including those related to consumer protection, as well as an increased focus on our
industry by federal and state regulatory authorities;

*  our ability to execute on our multi-year strategic plan and achieve the benefits and outcomes we expect, including improving our business,
centralizing key processes such as customer lease decisioning and payments, real estate optimization, enhancing our e-commerce platform and digital
acquisition channels, enhancing and growing BrandsMart, and optimizing our cost structure;

*  our ability to attract and retain key personnel;

*  our ability to manage cybersecurity risks, disruptions or failures in our information technology ("IT") systems and to protect the security of personal
information of our customers and employees;

«  weakening general market and economic conditions, especially as they may affect retail sales, increased interest rates, unemployment and consumer
confidence or spending levels;

» the concentration of our stores in certain regions or limited markets;

* the current inflationary environment could result in increased labor, raw materials or logistics costs that we are unable to offset or accelerating prices
that result in lower lease volumes;

« any future potential pandemics, as well as related measures taken by governmental or regulatory authorities to combat the pandemic;

*  business disruptions due to political and economic instability resulting from global conflicts such as the Russia-Ukraine conflict and related economic
sanctions and the conflict in Israel, Palestine and surrounding areas, as well as domestic civil unrest;

*  challenges faced by our business, including commoditization of consumer electronics, our high fixed-cost operating model and the ongoing labor
shortage;

* increased competition from direct-to-consumer and virtual lease-to-own competitors, as well as from traditional and online retailers and other
competitors;

¢ increases in lease merchandise write-offs;

« the Company may fail to realize the benefits expected from the acquisition of Interbond Corporation of America, doing business as BrandsMart
U.S.A., including projected synergies;

* the acquisition of BrandsMart U.S.A. may create risks and uncertainties which could materially and adversely aftect our business and results of
operations;

*  our ability to successfully acquire and integrate businesses and to realize the projected results and expected benefits of



.

acquisitions or strategic transactions;

our ability to maintain or improve market share in the categories in which we operate despite heightened competitive pressure;
our ability to improve operations and realize cost savings;

our ability to access the capital markets or raise capital, if needed;

our ability to protect our intellectual property and other material proprietary rights;

changes in our services or products;

negative reputational and financial impacts resulting from future acquisitions or strategic transactions;

restrictions contained in our debt agreements;

other factors described in this Annual Report and from time to time in documents that we file with the SEC.

You should read this Annual Report completely and with the understanding that actual future results may be materially different from expectations. All
forward-looking statements made in this Annual Report are qualified by these cautionary statements. These forward-looking statements are made only as of the
date of this Annual Report, and we do not undertake any obligation, other than as may be required by law, to update or revise any forward-looking or
cautionary statements to reflect changes in assumptions, the occurrence of events, unanticipated or otherwise, and changes in future operating results over time
or otherwise.



PART 1

ITEM 1. BUSINESS

Unless otherwise indicated or unless the context otherwise requires, all references in this Annual Report on Form 10-K to the "Company," "our Company,"
"The Aaron's Company," "we," "us," "our" and similar expressions are references to The Aaron’s Company, Inc. and its consolidated subsidiaries.

Our Company

The Company is a leading, technology-enabled, omni-channel provider of lease-to-own ("LTO") and retail purchase solutions of furniture, electronics,
appliances, and other home goods across its brands: Aaron's, BrandsMart U.S.A., BrandsMart Leasing, and Woodhaven Furniture Industries ("Woodhaven").
Aaron’s offers a direct-to-consumer lease-to-own solution through its 1,243 Company-operated and franchised stores in 47 states and Canada, as well as its e-
commerce platform. BrandsMart U.S.A. is one of the leading appliance retailers in the country with 11 retail stores in Florida and Georgia. BrandsMart Leasing
offers lease-to-own solutions to customers of BrandsMart U.S.A. Woodhaven is the Company's furniture manufacturing division.

On April 1, 2022, the Company completed the previously announced transaction to acquire 100% ownership of Interbond Corporation of America, doing
business as BrandsMart U.S.A. The Company paid total consideration of $230 million in cash under the terms of the agreement and additional amounts for
working capital adjustments and transaction related fees.

Management believes that the acquisition will strengthen the Company's ability to deliver on its mission of enhancing people’s lives by providing easy access
to high quality furniture, appliances, electronics, and other home goods through affordable lease to own and retail purchase options. Management also believes
that value creation opportunities include leveraging the Company's LTO expertise to provide BrandsMart U.S.A.'s customers enhanced payment options and
offering a wider selection of products to millions of Aaron’s customers, as well as generating procurement savings and other cost synergies.

The following table presents store count by ownership type:

Stores as of December 31 2023 2022 2021

Company-operated Aaron's Stores' 1,019 1,034 1,074
Franchisee-operated Aaron's Stores 224 232 236
BrandsMart U.S.A. Stores? 11 10 —
Systemwide Stores 1,254 1,276 1,310

The following table presents the composition of Company-operated Aaron's Stores as of December 31, 2023:

Company-operated Aaron's Store Types as of December 31, 2023 GenNext Legacy Total

Store 186 605 791
Hub 58 56 114
Showroom 10 104 114
Total 254 765 1,019

! The typical layout for a Company-operated Aaron's store is a combination of showroom, customer service and warehouse space, generally comprising 6,000
to 15,000 square feet. Certain Company-operated Aaron's stores consist solely of a showroom.

2BrandsMart U.S.A. stores average approximately 96,000 square feet and have been included in this table subsequent to the acquisition date of April 1, 2022.
Strategic Priorities
Our management team is committed to executing against the following multi-year strategic priorities to further transform and grow the overall business:

¢ Transform the Aaron's Business

e Promote our Value Proposition to Retain and Attract New Customers to our Brand — We continue to invest in e-commerce, innovative
marketing campaigns, and our lease decisioning and digital platforms to illustrate our value proposition to new and existing customers. Such
initiatives and investments include:

o Making investments to drive growth and consumer traffic through our e-commerce customer acquisition channel by investing in
enhancements that provide a fully transactional, mobile, and



seamless shopping experience that includes broader product selections, all of which are intended to attract new and younger
customers.

o Utilizing a broad spectrum of traditional and digital marketing communications in both English and Spanish, ranging from direct
mail, social media, display, and local market media, all allowing us to customize messages around price, value, and payment
flexibility. The Company is also increasing its local marketing and promotional focus on weekly payment offerings to attract more
customers and gain market share.

o Continuing investments in lease decisioning and other digital platforms that allow us to optimize lease portfolio performance and
lease renewal rate through analytics, machine learning, and operational practices. Other digital investments, aimed at enhancing the
customer's experience and improving customer payment activity, include digital payment and servicing platforms.

Align the Aaron's Store Footprint to our Customer Opportunity — We continue to invest in our market strategy capabilities to make better-
informed, evidence-driven decisions around store location and the optimization of operating expenses. We regularly review our Aaron's real
estate portfolio, which we expect will increase profitability through repositioning, remodeling, and consolidating our existing stores via our
next-generation store concept ("GenNext"). The GenNext store concept features include larger showrooms and/or re-engineered store layouts,
updated signage, expanded product assortment, enhanced technology-enabled shopping and checkout, and an innovative operating model. We
have also enhanced our market optimization strategy with a new "Hub and Showroom" model which leverages existing infrastructure to more
efficiently serve markets by combining servicing capabilities of multiple stores into a "hub" store while converting other nearby stores into
"showrooms" that focus exclusively on sales activities.

We expect that our market optimization program, together with our aarons.com e-commerce platform and increased use of technology to
better serve our customers, will continue to enable us to reduce store operating costs and lower working capital requirements while better
serving our existing markets, and attracting new customers through expansion into new markets in the future. As of December 31, 2023, we
have 254 GenNext stores in our portfolio with plans to open up to an additional 20 GenNext concept stores and 10 showrooms during 2024.

¢ Enhance and Grow BrandsMart

.

Grow Addressable Market - The acquisition of BrandsMart U.S.A. broadens our customer reach and significantly expands our total
addressable market. Our BrandsMart growth initiatives include:

o Capturing share in adjacent geographic markets by opening new BrandsMart stores. In 2023, we opened one new store, and we
expect to open 1-2 new stores each year going forward.

o Making investments to drive growth and customer traffic by investing in enhanced customer payment and financing programs,
improved online shopping experience, enhanced digital marketing strategies, and expanded product selection.

Achieve Transaction Synergies - We continue to make progress in executing our synergy initiatives in connection with the acquisition of
BrandsMart U.S.A. in order to drive meaningful value-creation opportunities for the Company.

* Enterprise Initiatives

Strengthen Operational Efficiencies and Optimize Cost Structure - During the third quarter of 2022, the Company initiated an operational
efficiency and optimization restructuring program intended to reduce the Company's overall costs. This program includes the optimization of
store support center functions, multi-unit store oversight, store labor and operations, supply chain, and the expansion of the Hub and
Showroom model, as well as other reductions in real estate and third party spend. Management believes that implementing this program will
help the Company optimize its cost profile, allocate capital resources towards long-term strategic objectives, and generate incremental value
for shareholders.

Further environmental, social, and governance initiatives (""ESG") — We continue to invest in building a people-focused workplace culture
and in opportunities to make a positive impact on the environment and the communities where our customers and team members live and
work. To do this, we continue to enhance our compliance, enterprise risk management, corporate governance, diversity and inclusion, and
environmental management programs and have developed roadmaps for enhancing these programs in 2024 and beyond.



Business Segments

For all periods prior to April 1, 2022, the Company only had one operating and reportable segment. Effective as of April 1, 2022 and in connection with the
acquisition of BrandsMart U.S.A., the Company updated its reportable segments to align with the current organizational structure and the operating results that
the chief operating decision maker regularly reviews to analyze performance and allocate resources, which includes two operating and reportable segments: the
Aaron's Business and BrandsMart, along with an Unallocated Corporate category for remaining unallocated costs. The Company has retroactively adjusted, for
all periods presented, its segment disclosures to align with the current composition of reportable segments.

The Aaron's Business segment is comprised of (i) Aaron's branded Company-operated and franchise-operated stores; (ii) aarons.com e-commerce platform
("aarons.com"); (iil) Woodhaven; and (iv) BrandsMart Leasing (collectively, the "Aaron’s Business").

The retail store and e-commerce operations of BrandsMart U.S.A. (excluding BrandsMart Leasing) comprise the BrandsMart segment (collectively,
"BrandsMart").

Aaron’s Business Segment

Since its founding in 1955, Aaron's has been committed to serving the overlooked and underserved customer with a dedication to inclusion and improving the
communities in which it operates. Through a portfolio of approximately 1,240 stores and its aarons.com e-commerce platform, Aaron's, together with its
franchisees, provide consumers with LTO and retail purchase solutions for the products they need and want, with a focus on providing its customers with
unparalleled customer service, high approval rates, lease plan flexibility, and an attractive value proposition, including competitive monthly payments and total
cost of ownership, as compared to other LTO providers.

Woodhaven manufactures and supplies a significant portion of the upholstered furniture leased and sold in Company-operated and franchised Aaron's stores.

Launched in 2022, BrandsMart Leasing offers LTO purchase solutions to customers of BrandsMart U.S.A.

BrandsMart Segment

Founded in 1977, BrandsMart U.S.A. is one of the leading appliance and consumer electronics retailers in the southeast United States ("U.S.") and one of the
largest appliance retailers in the country with 11 stores in Florida and Georgia and a growing e-commerce presence on brandsmartusa.com. The operations of
BrandsMart U.S.A. (other than BrandsMart Leasing) comprise the BrandsMart segment.

The operating results of our reportable segments may be found in (i) Item 7. Management's Discussion and Analysis of Financial Condition and Results of
Operations and (ii) Item 8. Financial Statements and Supplementary Data.

Competitive Assets

We have a unique set of physical and intangible assets developed over decades in the retail and LTO market, which are difficult, expensive, and time
consuming to replicate. We have developed a comprehensive strategy to leverage these assets including the following:

*  Our Aaron's brand and physical presence in over 670 unique markets — With nearly 70 years in business, Aaron's is recognized nationwide as a
leader in the LTO marketplace. This brand recognition has led to an approximate 65% repeat customer rate for the new leases we enter into, and as of
December 31, 2023, our Company-operated and franchised stores had approximately 0.9 million customers with active leases. We believe that having
delivery trucks located throughout our network enables us to successfully serve diverse markets including rural, suburban, and urban markets, helping
mitigate the impact of local economic disruptions resulting from specific industry economic cycles, weather, and other disruptive events.

o Industry leading technology and analytics at the Aaron's Business — The Company has invested in technology to improve the customer experience
and its operational execution. These investments include platforms for enhanced data analytics, data-enabled lease decisioning, digital customer
onboarding, centralized payment processing and an e-commerce website that allows the customer to review and select merchandise, complete the
lease application and, if approved, complete the LTO agreement and make lease payments online. Our technology-enabled platforms simplify the
transaction and provide customers with enhanced transparency and flexibility throughout their lease, and provide management with information
needed to optimize the financial performance of the business.

*  BrandsMart U.S.A.'s competitive pricing and strong brand recognition — BrandsMart U.S.A.'s best in class pricing, broad product assortment and
strong storefront presence and brand awareness within the Florida and Georgia markets positions the brand to thrive among its competitors.



e Management teams with deep industry experience and customer relationships — The Company's Aaron's branded stores are managed by a group of
tenured managers and multi-unit leaders who have deep knowledge of the LTO transaction, as well as experience with our overlooked and
underserved customer base. Our high levels of customer service within the Aaron's Business are enhanced by years of relationship building and LTO
industry experience that is hard to replicate. Our average management tenure for the Aaron's Business operations is as follows: 9 years for store
managers; 12 years for regional managers; 20 years for divisional vice presidents; and 25 years for our Chief Store Operations Officer. The Company's
BrandsMart stores are managed by a group of tenured managers who have deep knowledge of retail operations. Our average management tenure for
the BrandsMart operations is as follows: 25 years for general managers; 17 years for store managers; and 24 years for vice presidents of key functional
areas.

e Last-mile, reverse logistics and refurbishment capabilities — Through both the Aaron's and BrandsMart businesses we are able to offer our customers
prompt delivery, in-home set-up, product repair or replacement services, and reverse logistics (with respect to the Aaron's business) for the products
our customers obtain from us. Our Aaron's stores also include refurbishment operations for returned merchandise, allowing us to provide pre-leased
products for lease or sale in our stores and maximize lease merchandise utilization. We have approximately 2,000 delivery trucks located throughout
our Aaron's Business network enabling us to provide last-mile and reverse logistics capabilities in our markets. While BrandsMart product deliveries
are primarily outsourced through third-party logistics firms, each BrandsMart store has two to three trucks to assist with delivery, installation, and
servicing of product.

e In-house upholstered furniture manufacturing — Under our Woodhaven Furniture Industries ("Woodhaven") manufacturing division, we have the
capacity to manufacture approximately 1.1 million furniture units per year, utilizing over 738,000 square feet of manufacturing capacity in six primary
furniture facilities. In-house manufacturing provides control over quality and construction, fast response to changing customer tastes and market
trends, exclusive products, reduced inventory fulfillment lead times, and mitigation of inventory supply disruptions.

Operations

Aaron's Business Omni-channel Operations

We are committed to providing our customers with an exceptional omni-channel platform which includes an in-store and online shopping experience that
allows Aaron’s to engage customers in ways that are convenient and preferable for them. This platform includes a digital guided experience of the customer's
LTO transaction through data-enabled lease decisioning, digital servicing and payment options, as well as a digitally streamlined shopping experience on our e-
commerce website, aarons.com. Through aarons.com, customers can shop over 10,000+ products, apply for a lease, complete the lease transaction, and access
online self-service of lease payments and account management. As a result of our technology-enabled omni-channel strategy, we are attracting new and
younger customers to our brand, and many of the aarons.com transactions come from individuals who previously had not shopped at Aaron's.

As of December 31, 2023, we have stores located in 47 states and Canada, and our portfolio is comprised of 1,019 company-operated locations and 224
franchised locations, which are owned and operated by independent franchisees on a licensed basis. We have developed a distinctive store concept including
specific merchandising standards, store designs, and flexible payment options, all designed to appeal to our customer base. Our typical store layout is a
combination of showroom, customer service and warehouse space, generally comprising 6,000 to 15,000 square feet. Our GenNext store concept generally
features larger showrooms and/or re-engineered store layouts, increased product selection, technology-enabled shopping and checkout, and a refined operating
model. Most stores have at least two trucks for prompt last-mile delivery, service and return of product. We have also enhanced our market optimization
strategy with a new Hub and Showroom model which leverages existing infrastructure to more efficiently serve markets by combining servicing capabilities of
multiple stores into a "hub" store while converting other nearby stores into "showrooms" that focus on sales activities.

We have various levels of leadership that oversee our business operations, including divisional vice presidents and regional managers. At the individual store
level, the general manager is primarily responsible for managing and supervising all aspects of store operations, including (a) customer relations and account
management, (b) deliveries and pickups, (¢) warehouse and inventory management, (d) merchandise selection, (¢) employment decisions, including hiring,
training, and terminating store team members, and (f) certain marketing initiatives. General managers also administer the process of returning merchandise
including making determinations with respect to inspection, product repair or replacement, sales, reconditioning and subsequent re-leasing.

We use management information systems to facilitate customer orders, lease renewal payments, merchandise returns and inventory monitoring. Substantially
all of our stores are network-linked directly to corporate headquarters enabling us to monitor single store performance on a daily basis. This network system
assists the general manager in (a) tracking merchandise on the showroom floor and warehouse, (b) minimizing delivery times, (c) assisting with product
purchasing, and (d) matching customer needs with available inventory.



By leveraging our investments in technology, including aarons.com, data-enabled lease decisioning, and our omni-channel customer service and payment
platforms, we believe that we can serve our existing markets through a more efficient store portfolio while continuing to provide the high level of service our
customers expect.

BrandsMart Operations

Our BrandsMart store operations are committed to providing our customers with best-in-class pricing and a broad product assortment, which, along with our
dedicated and knowledgeable sales team members, drives a positive customer service experience that differentiates BrandsMart from other retailers.
BrandsMart's omni-channel platform includes an in-store and online shopping experience that allows BrandsMart U.S.A. to engage customers in ways that are
convenient and preferable for them. This platform includes streamlined shopping experiences on the BrandsMart e-commerce website, brandsmartusa.com,
which allows customers to shop over 6,000+ products, access product ratings and reviews, compare prices and opt for direct shipping or same or next day in-
store pick-up. Site visitors are also able to sign up for our membership program to access competitive member pricing.

As of December 31, 2023, we have 11 BrandsMart U.S.A. stores across Florida and Georgia. Our BrandsMart stores average approximately 96,000 square feet,
with a combination of showroom and warehouse space. While BrandsMart product deliveries are primarily outsourced through third-party logistics firms, each
BrandsMart store has two to three trucks to assist with delivery, installation, and servicing of product.

We have various levels of leadership that oversee our BrandsMart business operations. At the individual store level, team member success is driven by a
predominantly commission-based compensation structure. The store layout is designed such that each product category is segregated as a department, which
allows for dedicated sales managers with specific product knowledge to oversee each department. Each store also typically has at least two managers to assist
with and oversee operational and sales efforts. The store general manager is primarily responsible for managing and supervising all aspects of store operations,
and the Chief of Staff is responsible for managing the seamless operations of all stores and the supporting store support center functions.

BrandsMart Leasing

Launched in 2022, BrandsMart Leasing is an in-house LTO purchase solution that is offered to customers of BrandsMart U.S.A. In addition to traditional credit
offerings, BrandsMart U.S.A. customers have the option to apply for an LTO plan through BrandsMart Leasing, which provides the option to acquire
ownership of merchandise through a renewable LTO plan, usually 12 to 18 months, typically by making weekly, semi-monthly, or monthly lease renewal
payments. BrandsMart Leasing is supported by proprietary centralized lease decisioning technology, described further below.

Lease Agreement Approval and Decisioning

Our lease decisioning platforms are core to managing the risk of our LTO portfolio. We have developed proprietary lease approval processes with respect to our
Aaron's and BrandsMart Leasing operations through a fully automated technology-driven algorithm-enabled centralized digital decisioning platform, which is
designed to improve our customer experience by streamlining and standardizing the lease decisioning process and shortening transaction times. Customers
receive lease approval decisions either online at aarons.com or at an Aaron's Company-operated and franchise retail location enabling them to shop with
approval where they choose, or by applying in-store at a BrandsMart U.S.A. location. Our lease decisioning platforms have allowed us to optimize approval
rates, lease payment amounts, full ownership conversions, write-offs, and revenue outcomes. We believe continuous innovation and frequent enhancements to
our lease decisioning platforms are competitively advantageous.

At the core of the lease decisioning platforms are the Aaron's lease decisioning models. Our models development efforts utilize modern Artificial Intelligence
and Machine Learning techniques. We utilize a multitude of traditional and alternative data sources in the model training process in an effort to maximize the
predictive power of the decisioning models, while working with appropriate internal and external resources to assure compliant and consistent results. The
combination of modern data science techniques and a wide breadth of data produces models that are capable of analyzing lease applications immediately to
produce decisions in real time for each lease application.

The second pillar of our lease decisioning platforms is a robust set of post-model processes that determine the appropriate lease amounts depending on the risk
associated with the lease application. Higher scored applications are eligible for larger lease payments and thus a broader range of merchandise categories.

Lastly, our lease decisioning platforms include fraud prevention processes. Our fraud prevention processes focus on identity and the digital file associated with
lease applications. To reduce our synthetic fraud risk exposure, we evaluate risks associated with emails, phones, and devices used in an application. Depending
on the fraud risk level of each lease application, we may employ automated knowledge-based authentication. We believe this authentication reduces our fraud
risk while still offering a streamlined lease application experience for the consumer.



We continue to enhance our decisioning capabilities by adopting an iterative "test and learn" approach and expect that we will continue to drive positive
outcomes through incremental enhancements. In addition to utilizing this decisioning platform, Aaron's stores may occasionally complete the lease approval
process by verifying the applicant’s employment, or other reliable sources of income, and using personal references, which was the approval method used by
our stores prior to the implementation of our data-enabled digital decisioning platform and is used in our Canadian operated stores.

Merchandising

The Aaron's Business and BrandsMart operations employ a merchandising strategy that spans three primary key product categories: furniture, home appliances
and electronics. We have long-term relationships with many well-known and aspirational brands, including Samsung®, LG®, Whirlpool®, Apple®, GE®,
HP®, JBL®, and Ashley®. We purchase merchandise directly from manufacturers and local distributors at competitive prices. One of our largest suppliers is
our own Woodhaven Furniture Industries manufacturing division, which supplies a significant portion of the upholstered furniture leased and sold in the
Aaron's branded Company-operated and franchised stores, which we have introduced in BrandsMart U.S.A. stores. In recent years, we have strategically
focused on growing the revenue contribution of certain merchandise categories to align with macro-economic expansion in these categories and attract new
customers. In addition, we continue to increase our product offerings through expanded assortment on aarons.com and brandsmartusa.com, our e-commerce
shopping platforms.

The following table shows the percentage of our Aaron's Business segment revenues attributable to different merchandise categories:
Year Ended December 31,

Aaron's Business Merchandise Category 2023 2022 2021

Furniture 41 % 41 % 43 %
Appliances 32% 31% 31 %
Consumer Electronics 24 % 25% 23 %
Other 3% 3% 3%

The following table shows the percentage of our BrandsMart segment revenues attributable to different merchandise categories:

Year Ended December 31,
BrandsMart Merchandise Category 2023 2022
Appliances 53 % 55%
Consumer Electronics 36 % 35%
Other 11 % 10 %

Marketing and Advertising

Our marketing efforts target previous, existing, and potential new customers through a variety of traditional and digital media channels including online search,
TV, radio, digital video, and direct mail, with a combination of brand and promotional messaging in both English and Spanish. We continue to test new ways to
engage potential customers and identify audience segments that find our retail and LTO options appealing. Given BrandsMart's storefront presence and strong
brand awareness and recognition within the Florida and Georgia markets, regional marketing strategies are effective in appealing to BrandsMart's audience
segments.

With our fast-growing Aaron's and BrandsMart e-commerce businesses, we focus heavily on digital marketing including search, display, and social media to
help drive traffic to both stores and our e-commerce websites. Our e-commerce marketing is dynamically managed on a daily basis and is growing as a share of
spend relative to traditional marketing channels.

We continue to refine and expand our overall contact strategy to grow our consolidated customer base. We test various types of advertising and marketing
campaigns and strategies, analyze the results of those tests and, based on our learnings, refine those campaigns and strategies to attempt to maximize their
effectiveness with current and potential customers. By understanding optimal offers and products to promote to current and former customers, along with
potential prospects, we look to continue improvements in marketing return on investment. With respect to existing customers, direct mail and email serve as the
primary tools we utilize in our marketing strategies. With respect to marketing to potential customers, our primary tools currently include digital, direct mail,
traditional broadcast and search advertising.

10



Franchising

As of December 31, 2023, we had 55 franchisees, who operate a total of 224 Aaron's franchised store locations. We have existing agreements with our current
franchisees to govern the operations of franchised stores. Our standard agreement is for a term of 10 years, with one ten-year renewal option, and requires our
franchisees to operate in compliance with our policies and procedures. In collaboration with our franchisees, we are able to refine, further develop and test
operating standards, marketing concepts and product and pricing strategies that we believe will ultimately benefit our Company-operated stores. Franchisees
are obligated to remit to us royalty payments of 6% of the weekly cash revenue collections from their stores.

From time to time, we may enter into franchise agreements with new franchisees or purchase store locations from our franchisees. We have purchased 306 store
locations from our franchisees since January 1, 2017. We have not entered into a franchise agreement with a new franchisee in more than five years. We will
continue to assess opportunities to both acquire existing franchise locations and franchise new markets that we wish to develop.

Some qualifying franchisees took part in a financing arrangement we established with several financial institutions to assist our existing franchisees in
establishing and operating their store(s). Under that arrangement, which was originally established in 1994, we provide guarantees to the financial institutions
that provide the loan facilities for amounts outstanding under this franchise financing program. On December 31, 2023, the maximum amount that the
Company would be obligated to repay in the event franchisees defaulted was $4.9 million, all of which would be due within the next two years. However, due
to franchisee borrowing limits, we believe any losses associated with defaults would be substantially mitigated through recovery of lease merchandise and
other assets. Since the inception of the franchise loan program in 1994, the Company's losses associated with the program have been immaterial. The Company
believes that any future amounts to be funded by the Company in connection with these guarantees will be immaterial.

Manufacturing

Woodhaven Furniture Industries, our domestic manufacturing division, was established in 1982. Woodhaven consists of six furniture facilities totaling
approximately 738,000 square feet of manufacturing space. Our in-house manufacturing capabilities help to ensure that during periods of supply chain
volatility, we are better positioned to provide our stores with suitable inventory to meet customer demand. The majority of the items Woodhaven produces
continue to be leased or sold through our Aaron's and BrandsMart stores, including franchised stores. However, we also manufacture and sell furniture products
through other channels.

Woodhaven is a vertically integrated operation. Vertical integration enables us to better manage product availability, quality and cost with processes that
include (a) digital design, construction and rendering, as well as physical prototyping, (b) cut and sew operations to process fabric and rolled goods into covers,
(c) frame mills to process 100% of our frame components with hardwood and engineered panels, (d) foam fabrication operations to control foam and fiber
quality, (e) product testing to assure product standards are met, and (f) multiple locations and material sources that support our business continuity planning.
Woodhaven produces upholstered living-room furniture (including sofas, chairs, sleepers and sectional sofa and ottoman collections in a variety of natural and
synthetic fabrics). The furniture produced by our integrated manufacturing operations incorporates features that we believe result in enhanced durability and
improved LTO operational support, as compared to furniture we would otherwise purchase from third parties. These features include (a) standardized
components, (b) reduced number of parts and features susceptible to wear or damage, (c) more resilient foam, (d) durable fabrics and sturdy frames that
translate to longer life and higher residual value, and (e) exclusive products and features that provide market differentiation. The division also provides
replacement covers for all styles and fabrics of its upholstered furniture, as well as other parts, for use in reconditioning leased furniture that has been returned,
so that our stores can continue to offer that furniture to our customers at a relatively low price point.

Woodhaven is also able to generate ancillary income and right-size production by selling furniture to third parties, including national and regional retailers, e-
commerce distributors, and student housing developers. During each of the years ended December 31, 2023, 2022 and 2021, 23%, 21%, and 18%, respectively,
of total non-retail sales, which we define as sales of new merchandise to third-party channels, were generated by Woodhaven through these channels.

Lease Renewal

We continue to emphasize renewals-related compliance training, monitoring, and improvement initiatives, to ensure compliance with federal and state laws and
regulations and our internal policies. One of the factors in the success of our operations is timely management of lease renewal payments, which are monitored
by general managers and team members and our centralized Customer Retention team members. Customers who fail to make lease renewal payments are
contacted within a few days after their renewal date to discuss arrangement for future payments in order to keep their agreements active. When we have been
unable to reach the customer by telephone, we may visit those customers at their residences to encourage them to keep their agreement active or potentially
return the lease merchandise. Careful attention to managing lease renewal payments is particularly important in LTO operations, where the customer has the
option to cancel the agreement at the conclusion of each periodic payment term by returning the product covered by the agreement, and each contractually due
payment is considered a
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renewal of the agreement. Approximately 90% of the payments that we collect are via payment card options such as debit and credit cards for our Aaron's
Business and BrandsMart Leasing customers, respectively, which allows our store team members to be more productive and increase operational efficiencies.
At the Aaron's Business, we continue to encourage customers to take advantage of the convenience of enrolling in our automatic payment program, and
approximately 56% of our customer lease agreements are enrolled for automatic payments as of December 31, 2023.

The provision for lease merchandise write-offs as a percentage of consolidated lease revenues was 5.8%, 6.4% and 4.2% in 2023, 2022 and 2021, respectively.

Customer Success

We believe our strong focus on customer satisfaction generates repeat business and long-lasting relationships with our customers and a high likelihood that our
customers will recommend the Aaron's and BrandsMart brands to friends and family. Our strong culture of customer service begins with our team members and
requires that we develop skilled, empathetic team members who value our customers and who possess and project a genuine desire to understand and serve our
customers’ needs. To meet this requirement, we maintain and continuously enhance a comprehensive team member development program for both new and
tenured team members. This development program and our commitment to diversity and inclusion is designed to enable our team members to provide a
friendly and welcoming environment for our customers as well as a compliant, consistent, and helpful customer service experience. Further details can be
found within the "Human Capital Management" section below.

At the Aaron's Business our customers receive multiple complimentary service benefits. These benefits vary according to applicable state law but generally
include early purchase options, free delivery and set-up, free relocation of product to a new address within a specified geographic area, reinstatement options,
product repair or replacement, access to digital tools to manage their account, and other discounts and benefits. Unlike traditional transactional retail sales, we
have the unique opportunity over the span of the LTO agreement to build a closer relationship with our customers, often celebrating, assisting, and supporting
them through significant moments in their lives. During the year ended December 31, 2023, approximately 65% of the new lease agreements we entered into
were with repeat customers. Customers who begin agreements online also have the support and service of a local store throughout the duration of the
agreement.

Our Aaron's branded store-based operations also offer customers the option to obtain a membership in the Aaron’s Club Program (the "Club Program"). The
benefits to customers of the Club Program are separated into three general categories: (a) lease protection benefits; (b) health & wellness discounts; and (c)
dining, shopping, and consumer savings. Club Program enrollment is optional and may be canceled by the member at any time. The lease protection benefits
may provide Club Program members with lease payment waivers for up to four months or a maximum of $1,000 on active customer lease agreements if the
customer becomes unemployed or ill; replacement of the product if the product is stolen or damaged by an act of God; waiver of remaining lease payments on
lease agreements where any member named on the lease agreement dies; and/or product repair or replacement for an extended period after the customer takes
ownership. Club Program benefits vary by state.

At BrandsMart, our customers receive a number of complimentary service benefits, including a 30-day price guarantee on most items and the ability to return
or exchange eligible products within the specified return period. Customers also have access to sign-up for exclusive member benefits, which include alert
notifications on sales and promotions and special financing offers. BrandsMart also offers our customers other benefits for additional costs, including delivery,
installation and a product protection plan that can be purchased at the point of sale that provides extended warranty coverage on eligible product purchases. If a
product under warranty needs repair, BrandsMart's service team will repair the product or work directly with the manufacturer to replace it. BrandsMart also
offers repair and servicing of products that are not covered under warranty for a low cost.

E-commerce and Store-based Operation's Distribution Channels

At the Aaron's Business, e-commerce and store businesses utilize our 13 fulfillment centers to control merchandise and offer our customers a wide product
assortment. These centers average approximately 150,000 square feet, giving us approximately 1,950,000 square feet of logistics capacity outside of our
network of Aaron's stores. Our BrandsMart e-commerce and store operations utilize three distribution centers for its Florida and Georgia store operations,
which provide BrandsMart with approximately 1,000,000 square feet of logistics capacity outside of the BrandsMart U.S.A. stores.

We believe that our network of fulfillment centers provides a strategic advantage over our competitors. Our distribution system allows us to deliver
merchandise promptly to our stores to quickly meet customer demand and effectively manage inventory levels. Most of our contiguous U.S. stores are within a
250-mile radius of a fulfillment center, facilitating timely shipment of products to the stores and fast delivery of orders to customers.

We realize freight savings and inventory productivity through centralized distribution of merchandise by using fulfillment centers. We use various contract
carriers to make deliveries weekly to our stores nationwide. A fleet of approximately 2,000
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store-based delivery trucks provide industry leading heavy goods last mile delivery and reverse logistics for returned products and the servicing of products.

Human Capital Management

We believe in being an inclusive workplace for all of our team members and are committed to having a diverse workforce that is representative of the
customers that choose to shop with us in-store or online and the communities in which we operate our businesses. We believe that a variety of perspectives
enriches our culture, leads to innovative solutions for our business, enables us to better meet the needs of a diverse customer base, and reflects the communities
we serve. Team members are encouraged and supported to create value and drive professional and personal growth, and we are committed to respecting each
other in all interactions.

On December 31, 2023, we employed 9,071 full-time and part-time team members, the majority of which were full-time team members. Approximately 6,441
of our team members were Aaron's store, fulfillment center, service center or divisional/regional staff; 1,385 of our team members were BrandsMart store and
warchouse staff; 329 of our team members were Woodhaven staff; and 916 of our team members were store support center staff supporting Aaron’s,
BrandsMart, and Woodhaven. None of our team members are covered by a collective bargaining agreement, and we believe that our relations with team
members are good, driven by our commitment to listen, learn, and continually improve.

Diversity and Inclusivity

Our aim is to develop inclusive leaders and an inclusive culture, while also recruiting, developing, mentoring, training, and retaining a diverse workforce,
including a diverse group of management-level team members. The information in the tables below summarizes our gender, ethnicity and race diversity, and
age metrics as of December 31, 2023 for our total workforce and management (which we define as management level employees and above).

Year Ended December 31, 2023

Male Female Undisclosed
Total Workforce 66.9 % 31.8% 1.3 %
Management 69.4 % 30.2 % 0.4 %

Year Ended December 31, 2023
Native Hawaiian
Hispanic or Black or African or Pacific American Indian  Two or More

Latino White American Islander Asian or Alaskan Native Races Undisclosed
Total Workforce 20.2 % 352 % 27.6 % 0.3 % 1.0 % 0.9 % 2.1 % 12.7 %
Management 16.1 % 47.5% 18.8 % 0.3% 1.1 % 0.6 % 1.7% 13.9 %

Year Ended December 31, 2023

Baby Boomer' Gen-X? Millennial® Post Millennial/Gen-Z*
Total Workforce 7.9 % 28.6 % 45.2 % 18.3 %
Management 83 % 48.9 % 40.6 % 22%

' Born between 1946 — 1964 (i.e., Baby Boomer)
2Born between 1965 — 1980 (i.e., Gen X)
3Born between 1981 — 1996 (i.e., Millennial)
4Born in 1997 or later (i.e., Post Millennial/Gen Z)
As noted in our Code of Conduct, we maintain an inclusive work environment where differences are valued and respected. We make employment decisions

based on merit, and we prohibit any form of discrimination or conduct based on race, color, sex, sexual orientation, gender identity, gender expression, national
origin, age, religion, disability, pregnancy, veteran status, military duty, genetic information, or any other factor protected by applicable law.

Fostering a diverse and inclusive environment and creating a true sense of belonging are among our top priorities. Our vision starts with our belief that we are
stronger together. We believe our best future is one we build together. We embrace diverse backgrounds, experiences, and perspectives. We are passionate about
creating a community where everyone is valued and has opportunities to thrive. To support these efforts, we are dedicated to building diversity, inclusion, and
belonging into all aspects of our operations and company culture.

Our diversity and inclusion initiatives for Aaron's include the following, and we look forward to extending many of these
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initiatives to our BrandsMart segment in the near future:

Delivering on our Diversity and Inclusion vision, designed with the support and guidance of a strategic consulting firm, through our Diversity and
Inclusion strategic priorities that include:

*  Developing, retaining, and attracting team members from diverse backgrounds;

*  Fostering a supportive environment that builds trust and makes team members feel comfortable;
*  Actively listening to the voice of team members to champion the best ideas; and

*  Enhancing communication channels to facilitate collaboration and promote transparency;

Responding to Aaron's Business team member sentiments regarding Diversity and Inclusion gathered through an all-employee voluntary and
anonymous survey, available to more than 9,000 Aaron's Business team members, one-on-one interviews and focus groups, and leadership culture
sessions to inform future Diversity and Inclusion planning and programming, which resulted in actions that included, but were not limited to, adding
two new Employee Business Resource Groups ("EBRGs") in the fourth quarter of 2022 with the creation of Aaron’s Veterans and Allies and Aaron’s
Disability Education Collective;

Sponsoring and participating in several local and national events that provide best practices and latest thinking around inclusion;
Providing opportunities for team members to serve on boards and participate in roundtables focused on diversity;

Including Diversity and Inclusion training in required quarterly compliance training for all team members;

Providing access to unconscious bias training for all people leaders across the Aaron's Business through an e-learning platform;

Providing executive sponsorship and other support to each of the Aaron's Business EBRGs, each of which allow a safe space for traditionally
underrepresented team members and their allies to connect and discuss experiences, provide educational and motivational events, enable mentorship
opportunities for team members, provide professional development opportunities, and support the Company’s objectives related to developing team
members and creating diversity awareness. Our active EBRGs include:

*  Aaron's Women's Leadership Network (AWLN), whose mission is to connect team members who want to attract, develop, and advance
talented women leaders at Aaron’s;

*  Aaron's Black Leadership Exchange (ABLE), whose mission is to exchange information and ideas that foster personal and professional
development of Black team members while strengthening our connection with our customers and community;

*  Aaron's Pride Alliance (PRIDE), whose mission is to increase awareness, inclusion and well-being of lesbian, gay, bisexual, transgender,
and questioning team members at Aaron’s, and to provide resources for community members and allies;

» Inspiring Growth and Unity at Aaron's for Latinos/Hispanics (IGUAL), whose mission is to create a foundation that empowers Latinos at
Aaron’s by advocating for the betterment of the Latino community, both internally and externally, with various areas of focus such as
business transformation, engagement, growth and leadership development within the organization;

e Aaron's Veterans and Allies (AVA), whose mission is to connect veterans and allies within Aaron’s for the purpose of providing support and
education, engaging the communities we serve, and fostering personal and professional development through mentorships and access to
resources; and

*  Aaron's Disability Education Collective (ADEC), whose mission is to connect disabled team members and their allies within Aaron’s to
provide support, education, and tools for interactions with the disabled community, engage with the communities we serve to support and
advocate for the disabled community, and support disabled team members with both personal and professional growth opportunities;

Sponsoring or attending various community-focused events benefiting underserved communities and representing causes identified by team members;

Engaging the Aaron's Business Diversity and Inclusion Council, which includes leaders from multiple functional areas and executive leadership, to
provide management with support and oversight to our EBRGs;

Celebrating cultural events for our Aaron's Business team members led by our EBRGs, including, but not limited to, Black History Month, Women's
History Month, National Hispanic Heritage Month, LGBTQIA+ Pride Month, Dia de los Muertos, Juneteenth, International Day for Tolerance,
International Women's Day, Martin Luther King, Jr. Day,
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Veteran's Day, National Disability Independence Day, BIPOC Mental Health Awareness Month, and National Crown Day;
Utilizing diversity job boards to advertise job opportunities within the Aaron's Business;
Participating in the Metro Atlanta Chamber's ATL Action for Racial Equity; and

Conducting a talent review process designed to utilize a multi-factor approach to understand the talents of our Aaron's Business field leadership team
members and their potential to become future Company leaders.

Development and Career Opportunities

We believe in providing an environment where team members have clear growth and development opportunities. To help facilitate that growth, we provide
tools, resources and programs that adapt and grow with our team members. Our efforts include:

Providing all Aaron’s Business store support center team members and all Aaron's Business management access to a library of more than 20,000 third-
party courses enabling the development of new skills that contribute to career growth and development. Team members consumed more than 4,100
hours of learning via this third-party platform in 2023. In addition, this learning content is scanned and reviewed internally, leading to targeted library
content that focuses on curriculum determined to be of greatest relevance and importance to the organization;

Delivering an in-house designed continuous learning program to avail Aaron's store team members a career path with the destination of their choosing
while using custom learning solutions designed to build and reinforce competencies and proficiencies throughout all levels of their career. The
learning takes a blended approach involving formal courses, self-directed learning, and structured on-the-job training. In addition, the curriculum
features internal experts educating and coaching others;

Coordinating and deploying training to our management-level team members in 2023, including compliance, ethics and leadership training;

Providing team members with ongoing training on critical issues such as safety and security, compliance, ethics and integrity, and information
security; and

Gathering engagement feedback from our team members on a regular basis and responding to that feedback in a variety of ways including personal,
one-on-one interactions, team meetings, leadership communications, and town hall meetings with team members, led by senior executives.

Health and Well-being Offerings

We aim to enhance the well-being of our team members by providing comprehensive benefits that go beyond traditional offerings. We are committed to taking
care of the whole employee, recognizing their diverse needs and aspirations. Through a range of thoughtful benefits, we empower our team members to
prioritize not only their individual health but also the well-being of their families. Our goal is to foster a workplace culture that supports healthy and prosperous
ways of living, promoting balance between personal and professional life. Our efforts include:

Offering health, dental, and vision benefits for all eligible team members, including our eligible hourly store-based, fulfillment center, manufacturing,
and call-center team members;

Matching team members’ 401(k) plan contributions of up to 5% of eligible pay after one year of service;

Providing paid time off (including volunteer activities in the community for eligible team members);

Providing employee discounts for merchandise purchased;

Providing confidential counseling for Aaron's Business team members through our Employee Assistance Program ("EAP");

Providing a comprehensive suite of well-being offerings, including unlimited health coaching sessions, unlimited financial coaching sessions with a
certified financial planner, and emotional support through our EAP counseling sessions and unlimited behavioral health coaching sessions via text, at
no cost to our Aaron's Business team members;

Providing paid parental leave to eligible Aaron's Business team members — maternity, paternity and adoption;

Offering a tuition reimbursement program that provides eligible Aaron’s Business team members up to $3,000 per year (increased from $1,500 in prior
years) for courses related to current or future roles at the Company; and

Offering an employee stock purchase program for eligible Aaron's Business team members with a lookback and discount.
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We strive to help team members maintain job stability so they are encouraged to stay with the Company and positioned to grow their skills and knowledge on
the job. To reduce team member turnover, we engage in surveys with team members, conduct stay interviews to help identify any issues before they cause a
team member to leave the Company, and review exit interview data, hotline calls and root cause analysis to help deter turnover.

Compliance Management Program

As a company with a formal Compliance Management Program, we maintain a robust program with oversight of policy and procedures, training, third party
oversight, issues management, and monitoring and testing. The Compliance Management Program fosters collaboration between line of business owners to
create a culture of compliance by assisting the business owners with establishing and maintaining current policies and procedures that align with the
Company’s goals, strategy, and business objectives, including adherence to applicable laws and regulations.

We are committed to compliance with all applicable federal, state, provincial and local laws and regulations and conduct ongoing monitoring for new laws,
regulations, and regulatory activity that impact our industry, business, or operational risk. We have mechanisms in place for consumers to submit complaints or
feedback.

Compliance training is completed for new hires during onboarding and supplemented with annual and periodic refresher training thereafter to reinforce core
compliance principles. Our compliance training is customized to our risk profile, business strategy and operations. Training of the Board of Directors,
management and other team members is essential. Our training is comprehensive and specifically tailored to the particular responsibilities of the team members
receiving it.

Under our Compliance Management Program, we are making ongoing improvements to our compliance-related policies and procedures, training, third party
oversight, issues management, and testing and monitoring programs. This program is overseen by the Audit Committee of the Board of Directors as well as our
management-level Compliance Committee.

Health and Safety of Team Members and Customers

The Company takes the safety of our team members and our customers seriously. The Company's policies and training programs support our health and safety
practices. Throughout the year, team members complete safety and compliance training relevant to their role. Completion of required safety and compliance
training is closely managed to ensure that team members have the required skills and knowledge to perform safely and ethically. The following summarizes the
Company's Health & Safety Programs:

*  Health & safety teams providing program oversight and continued maturation efforts;

*  Required annual and new hire formal safety training curriculum;

e Business unit driver qualification programs;

¢ Continued investment in equipment and technology to provide our team members with the safest experience;

*  Reporting on safety Key Performance Indicators to field and senior management regularly;

*  Oversight and governance by our Safety Committee made up of key executives and other members of management; and

*  Environmental, Health & Safety Audit Program for our Aaron's Business fulfillment centers, service centers and manufacturing operations.

Our business has been, and may in the future be, impacted by a pandemic or other health crises. We continually evaluate our existing prevention controls and
the need for different or additional controls, and conduct periodic inspections at our stores to identify unhealthy conditions, work practices, and work
procedures to help ensure compliance with our policies and procedures.

Labor Practices and Human Rights

All of our team members earn more than the federal minimum wage. The average hourly wage of a full-time hourly operations employee in our Company-
operated stores, fulfillment and service centers, and divisional support staff, as of December 31, 2023, is $16.28, with a meaningful portion of those team
members earning an average hourly wage of $17.20 or more. The average total compensation and benefits for a full-time hourly operations employee in our
Company-operated stores, fulfillment and service centers, and divisional support staff is approximately $35,000 including wages, bonuses and benefits, such as
paid time off. Also, more than 97% of our Company-operated stores, fulfillment and service centers, and divisional support staff team members are eligible to
earn an incentive payment which allows us to meaningfully reward our high performing team members.

In addition to team member surveys and the analysis of exit interview data to deter turnover and support our team members in their job stability and growth, we
maintain a Team Member Hotline, available 24 hours a day, through which team members may report (including anonymous reporting, if desired by the team
member) concerns via phone or via an online portal. All
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reported matters are taken seriously and routed to the appropriate departments (i.e., Human Resources, Compliance, or Legal) for review, investigation, and
closure after appropriate resolution. The 2023 annualized voluntary turnover rate in all corporate, stores, fulfillment centers and warehouse operations was
63%, and the 2023 annualized involuntary turnover rate in all corporate stores, fulfillment centers and warehouse operations was 33%.

The Company respects the rights of workers who offer services and create the products that we purchase from our suppliers. We communicate our expectations
to provide us with safe, energy-efficient, high-quality products, and we hold our suppliers to a high standard because we strive to be an example of good human
rights and labor practices throughout our business activities. We take care in the selection of our suppliers, and the Company also communicates its
expectations on social conditions, worker safety and integrity in the workplace, and compliance with applicable laws through Aaron's Supplier Code of

Conduct. The Supplier Code of Conduct outlines Aaron's expectations with respect to hiring practices, forced labor, child labor, discrimination, and other labor

rights. Aaron's expects its suppliers to conduct their business with a high level of integrity, and maintain accurate records to demonstrate that compliance.
Specifically, Aaron's requires its suppliers, in accordance with applicable laws, to meet the following standards per the Supplier Code of Conduct and
conditions:

e Treat all workers with dignity and respect;

*  Provide a safe, healthy, and clean work environment;

*  Provide safe and healthy housing if supplier provides residential housing for its team members;
*  Provide a discrimination, harassment, and punishment free environment;

*  Pay workers at least the minimum wage and benefits required;

*  Follow minimum working hour restrictions;

*  Prohibit child labor, forced labor and human trafficking; and

*  Comply with applicable laws (including any changes from time to time).

One of Aaron's largest suppliers is our own Woodhaven Furniture Industries manufacturing division, which supplies a significant portion of the upholstered
furniture we lease or sell in Aaron's stores. All of Woodhaven's operations are based in the U.S., creating U.S. jobs, and all of the products manufactured are
made in the U.S.

In December 2022, the Company adopted a Human Rights Policy that affirms our commitment to operating our business in a manner that recognizes the
importance of human rights both locally and abroad. As such, the Company believes in upholding fundamental human rights and operating in compliance with
human rights laws. The Company does not use or condone the use of slave labor or human trafficking. The Company also believes that team members should
be treated fairly and with dignity by providing a work environment that is free from conduct that can be considered harassing, discriminatory, intimidating
and/or disruptive, including sexual harassment. The Company does not tolerate harassment or discrimination and is committed to a workplace that fosters
respect and dignity for all.

From time to time, we are party to legal proceedings arising in the ordinary course of business, including those alleging employment discrimination, violations
of wage-and-hour laws, or violations of other laws affecting the employment relationship. During 2023, the total amount we paid to resolve proceedings
alleging employment claims was immaterial to our earnings. In our efforts to have all team members comply with applicable employment-related laws, to drive
positive workplace conduct, to strive to foster a fair and equitable workplace, and to reduce the number of employment discrimination claims brought against
us, we provide a variety of resources, including diversity, non-discrimination and anti-harassment training as part of the Company’s mandatory compliance
training, for all eligible Aaron's Business team members, including team members in our call centers, fulfillment and service centers, store support center, and
stores. We also have a team member hotline accessible to our team members via phone or the internet so that any concerns can be investigated promptly and
thoroughly.

Working Capital

Our LTO model results in us remaining the owner of merchandise on lease until the customer obtains ownership of the item; therefore, our most significant
working capital asset is lease merchandise currently on lease. Our store-based and e-commerce LTO and retail operations also require us to maintain significant
levels of retail and lease merchandise inventories available for lease and retail purchase to provide the service levels demanded by our customers and to ensure
timely delivery of our products. Consistent and dependable sources of liquidity are required to maintain such merchandise levels. We believe our cash on hand,
operating cash flows, and availability under our credit agreement is adequate to meet our normal liquidity requirements.

Raw Materials

The principal raw materials we use in furniture manufacturing at Woodhaven are fabric, foam, fiber, metal components, plywood, oriented strand board and
hardwood. All of these materials are purchased in the open market from unaffiliated
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sources. We have a diverse base of suppliers; therefore, we are not dependent on any single supplier. The sourcing of raw materials from our suppliers is not
overly dependent on any particular country. While we have not had any material interruptions in our manufacturing operations due to current macroeconomic
conditions impacting the pricing and availability of raw materials, there can be no assurances that disruptions to our supply of raw materials will not become
more significant, or that the costs of those raw materials will not increase significantly going forward due to inflation or other factors related to current
macroeconomic conditions.

Seasonality

Our revenue mix for the Aaron's Business is moderately seasonal. The first quarter of each year generally has higher lease renewal rates and corresponding
lease revenues than any other quarter. Our customers will also more frequently exercise the early purchase option on their existing lease agreements or
purchase merchandise during the first quarter of the year. We believe that each is primarily due to the receipt by our customers in the first quarter of federal and
state income tax refunds. In addition, lease portfolio size typically increases gradually in the fourth quarter as a result of the holiday season. We expect these
trends to continue in future periods.

Due to the seasonality of our business, results for any quarter or period are not necessarily indicative of the results that may be achieved for a full fiscal year.

Discussion regarding seasonality trends for BrandsMart will be included when prior year comparable periods are included in the financial results.

Competition

We operate in a highly competitive market with competition from national, regional and local operators of direct-to-consumer LTO stores and websites, virtual
LTO and rent-to-rent companies, Buy Now, Pay Later companies, traditional and e-commerce retailers (including many that offer layaway programs, point of
sale financing, and title or installment lending), traditional and online sellers of used merchandise, and various types of consumer finance companies that may
enable our customers to shop at traditional or online retailers, as well as with rental stores that do not offer their customers a purchase option. We also compete
with retail stores for customers desiring to purchase merchandise for cash or on credit. Competition is based primarily on product selection and availability,
customer service, payment amounts, store location and terms, as well as total cost of merchandise ownership, the number and frequency of payments in lease
ownership plans, and other factors.

The Lease-to-Own Business Model

The LTO model offers customers an attractive alternative to traditional methods of purchasing furniture, appliances, electronics, computers and a variety of
other products and accessories. In a standard LTO transaction, the customer has the option to acquire ownership of merchandise through a renewable LTO plan,
usually 12 to 24 months, typically by making weekly, semi-monthly, or monthly lease renewal payments. The customer also has the option to cancel the
agreement at any time without penalty by returning the merchandise to the lessor and only making payments required for the accrued lease period. If the
customer renews the lease for each periodic renewal period through the completion of the lease ownership plan, they then obtain ownership of the item. In
addition, LTO transactions typically include early ownership options, free delivery and in-home set-up of the merchandise, free repairs for defective
merchandise, and other benefits.

An LTO agreement provides flexibility, affordable payments, and no long-term commitment, and is available to all customers who are approved, including
those who are credit challenged. Other consumers who find the LTO model appealing are those who have a temporary need for merchandise, those who want to
try a product at home before committing to the full cost of ownership, and those who, despite access to credit, do not wish to incur additional debt. We believe
the LTO value proposition results in high customer loyalty and repeat purchase behavior, which reduces customer acquisition costs and improves customer
lifetime value.
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LTO businesses benefit from relatively stable, renewable lease revenues and predictable cash flows provided by pools of lease agreements originated in prior
periods. Our renewable lease revenue streams help insulate the business in times of macro-economic disruption and reduce reliance on current period sales and
customer traffic for cash flows as compared to other retailing models. During the year ended December 31, 2023, approximately 65% of the Company's total
revenue was generated from recurring revenue streams related to our contracted lease payments.

Our Market Opportunity

Our Aaron's Business core customer base is principally comprised of overlooked and underserved consumers in the U.S. and Canada with limited access to
traditional credit sources. Historically, during economic downturns, our customer base expands due to tightened credit underwriting by banks and credit card
issuers, as well as employment-related factors which may impact customers’ ability to otherwise purchase products from traditional retailers using cash or
traditional financing sources. We have Aaron's stores strategically located in over 670 unique markets across the U.S. and Canada and are within five miles of
38.5% of U.S. households. Our stores are designed and merchandised to appeal to customers across different types of markets, including urban, suburban, and
rural markets.

BrandsMart U.S.A. is the low-price leader and retailer of choice for consumers looking to purchase appliances, consumer electronics, and other household
goods in the key markets we serve, primarily south Florida and Georgia. We believe our competitive position in both price and selection is a meaningful
differentiator in attracting new and repeat customers from across the income and credit spectrum.

Government Regulation

Our LTO operations are extensively regulated by and subject to the requirements of various federal, state, provincial, and local laws and regulations, and are
subject to oversight by various government agencies. In general, such laws regulate applications for leases, pricing, late charges and other fees, lease
disclosures, advertising content, lease agreement provisions, penalties, price tags, lease renewal, reinstatement and collection procedures, and related areas.

Violations of certain provisions of these laws may result in material penalties. We are unable to predict the nature or effect on our operations or earnings of
unknown future legislation, regulations and judicial decisions or future interpretations of existing and future legislation or regulations relating to our operations.
Further, there can be no assurance that future laws, decisions or interpretations will not have a material adverse effect on our business, results of operations or
financial condition.

At the present time, no federal law specifically regulates the LTO transaction. Federal legislation to regulate the transaction has been proposed from time to
time. In addition, certain elements of the business including matters such as renewal activity, marketing disclosures to customers and customer contact may be
subject to federal laws, regulation, and/or oversight by federal regulators.

There has been increased legislative and regulatory attention in the U.S., at both the federal and state levels, on LTO products specifically and on financial
services products offered to near-prime and subprime consumers in general, which may result in an increase in legislative regulatory efforts directed at the LTO
industry. We cannot predict whether any such legislation or regulations will be enacted and what the impact would be on us.

Additional regulations at both the state and federal level are under consideration, as the attention placed on financial services products and consumer debt
transactions, including consumer debt collection practices, has grown significantly.

We believe we are in material compliance with all applicable laws and regulations. Although we are unable to predict the results of any regulatory initiatives,
we do not believe that existing and currently proposed regulations will have a material adverse impact on our business, results of operations or financial
condition.

Federal regulatory authorities are increasingly focused on the subprime financial and credit-restricted marketplace within which much of our LTO customer
base obtains products and services. Any of these agencies may propose and adopt new regulations, or interpret existing regulations, in a manner that could
result in significant adverse changes in the regulatory landscape for businesses such as ours. In addition, with increasing frequency, federal and state regulators
are holding businesses like ours to higher standards of training, monitoring and compliance.

Federal regulatory agencies and state attorneys general have increasingly directed investigations or regulatory initiatives toward the LTO industry, or toward
certain companies within the industry, as demonstrated by recent federal and state regulatory enforcement actions against LTO industry participants.

In addition to federal regulatory oversight, currently, nearly every state and most provinces in Canada specifically regulate LTO transactions via state or
provincial statutes, including states and provinces in which we currently operate our stores. Most LTO laws require LTO companies to disclose to their
customers the total number of payments, the amount and timing of each payment, the total amount of all payments to acquire ownership of any item, any other
charges that may be imposed and miscellaneous other items. The more restrictive state LTO laws may limit the retail price for an item, the total amount that a
customer may be charged for an item, or regulate the "cost-of-rental" amount that LTO companies may charge on LTO
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transactions, generally defining "cost-of-rental" as the amount paid for lease ownership in excess of the "retail" price of the goods. Our long-established policy
in all states is to disclose the terms of our LTO transactions as a matter of good business ethics and customer service. We believe we are in material compliance
with the various state LTO laws.

Available Information

We make available free of charge on our website, www.aarons.com, our Annual Report on Form 10-K, Quarterly Reports on Form 10-Q, Current Reports on
Form 8-K and amendments to those reports and the Proxy Statement for our Annual Meeting of Shareholders.

The SEC maintains a website that contains reports, proxy and information statements, and other information regarding issuers that file electronically with the
SEC at http://www.sec.gov.

ITEM 1A. RISK FACTORS

The Company’s business is subject to certain risks and uncertainties. Any of the following risk factors to one or more of our business segments could cause our
actual results to differ materially from historical or anticipated results. These risks and uncertainties are not the only ones we face, but represent the risks that
we believe are material. There may be additional risks that we currently consider not to be material or of which we are not currently aware, and any of these
risks could cause our actual results to differ materially from historical or anticipated results.

Summary of Risk Factors

Risks Related to Our Business

* In addition to being subject to various existing federal, state and provincial laws and regulations, we may be subject to new or additional laws and
regulations that could expose us to government investigations, pricing restrictions, fines, penalties or other government-required payments, significant
additional costs or compliance-related burdens that could have a material adverse effect on our business, results of operations or financial condition.

*  From time to time we are subject to regulatory and legal proceedings which seek material damages or seek to place significant restrictions on our
business operations. These proceedings may be negatively perceived by the public and materially and adversely affect our business, liquidity and
financial condition.

e Judicial or regulatory decisions may restrict or eliminate the enforceability of certain types of contractual provisions designed to limit costly litigation,
such as mandatory arbitration clauses and class action waivers as dispute resolution methods, which could have a material adverse effect on our
business.

*  Product safety and quality control issues, including product recalls, could harm our reputation, divert resources, reduce sales and increase costs.

*  The current inflationary environment has adversely impacted, and could continue to adversely impact, our business through increased costs and the
acceleration of prices beyond the norm resulting in lower lease volumes.

e Our inability to recruit, select, train and retain qualified team members or violations by us of employment or wage and hour laws or regulations could
have a material adverse effect on our business, results of operations or financial condition.

*  The loss of the services of our key executives, or our inability to attract, develop and retain key talent could have a material adverse effect on our
business and operations.

* If we do not maintain the privacy and security of customer, employee or other confidential information, due to cybersecurity-related risks or
otherwise, we could incur significant costs, litigation, regulatory enforcement actions and damage to our reputation.

e Ifour IT systems are impaired as of a ransomware incident or other cyber incident, our business could be interrupted, our reputation could be harmed
and we may experience lost revenues and increased costs and expenses.

*  We may incorporate artificial intelligence ("AI") solutions into our platforms, decisioning technology, products, productivity tools, services, and
features, and these applications may become more important in our operations over time. Our competitors or other third parties may incorporate Al
into their products more quickly or more successfully than us, which could impair our ability to compete effectively and adversely affect our results of
operations. Additionally, if our Al applications are based on data, algorithms, or other inputs that are flawed, or if they assist in producing content,
analyses, or recommendations that Al applications assist in producing are or are alleged to be deficient, inaccurate, or biased, our business, financial
condition, and results of operations may be adversely affected. The use of Al applications has resulted in, and may in the future result in, cybersecurity
incidents that implicate the personal data of end users of such applications. Any such cybersecurity incidents related to our use of Al applications
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could adversely affect our reputation and results of operations. Al also presents emerging ethical issues, and if our use of Al becomes controversial, we
may experience brand or reputational harm, competitive harm, or legal liability. The rapid evolution of Al, including the potential regulation of Al by
government or other regulatory agencies, will require significant resources to develop, test, and maintain our platforms decisioning technology,
products, productivity tools, services, and features in order to implement Al ethically and minimize any unintended or harmful impacts.

Risks Related to the BrandsMart U.S.A. Acquisition

The BrandsMart U.S.A. acquisition may create risks and uncertainties which could materially and adversely affect our business and results of
operations.

We may be unable to realize the anticipated synergies from the BrandsMart U.S.A. acquisition or may incur additional and/or unexpected costs in
order to realize them.

Risks Related to Operations and Strategy

The commoditization of certain product categories, increasing competition, a decentralized, high-fixed-cost operating model, adverse consequences to
our supply chain function from decreased procurement volumes, and lower lease volumes could have a material adverse effect on our results of
operations.

We are implementing a multi-year strategic plan within our business designed to strengthen and grow our business and generate capital for investment
by growing revenue, further reducing costs and strengthening operating margins, and there is no guarantee that such plan will be successful.

Our growth strategies may be unsuccessful if we are unable to identify and complete future acquisitions and successfully integrate acquired businesses
or assets.

We could lose our access to third-party data sources, including, for example, those sources that provide us with data that we use as inputs into our
centralized decisioning tools, which could cause us competitive harm.

We must successfully order and manage our inventory to reflect customer demand and anticipate changing consumer preferences and buying trends or
our revenue and profitability will be adversely affected.

Our competitors could impede our ability to attract new customers, or cause current customers to cease doing business with us.

Our proprietary algorithms and customer lease decisioning tools used to approve customers depend, in part, on customer behavior, and unexpected
changes in such behavior could cause such algorithms and decisioning tools to no longer be indicative of our customers' ability to perform under their
lease agreements with us.

Our business and operations are subject to risks related to climate change.

Risk Related to the LTO Industry

The transactions offered to consumers by our businesses may be negatively characterized by consumer advocacy groups, the media and government
officials, and if those negative characterizations become increasingly accepted by consumers, demand for our services and the transactions we offer
could decrease.

Risks Related to our Franchisees

.

We may engage in, or be subject to, litigation with our franchisees.
Operational compliance and other failures by our franchisees may adversely impact us.

Our ability to enforce our rights against our franchisees may be adversely affected by applicable laws, which could impair our growth strategy and
cause our franchise revenues to decline.

Changes to current law with respect to the assignment of liabilities in the franchise business model could materially and adversely affect our
profitability.

Risks Related to Ownership of Our Common Stock

We cannot guarantee the timing, amount or payment of dividends on our common stock.

As a public company, we are required to maintain effective internal control over financial reporting in accordance with Section 404 of the Sarbanes-
Oxley Act and our failure to do so could materially and adversely affect us.

Our amended and restated bylaws designate the Georgia State-wide Business Court in the State of Georgia as the exclusive forum for certain
litigation, which may limit our shareholders’ ability to choose a judicial forum for disputes with us.
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»  Certain provisions in our articles of incorporation and bylaws, and of Georgia law, may deter or delay an acquisition of us.

General Risks

e The success of our business is dependent on factors impacting consumer spending that are not under our control, including general economic
conditions, and unfavorable economic conditions in the markets where we operate could result in increases in lease merchandise write-offs, among
other things, which could materially and adversely affect our financial performance.

*  The geographic concentration of our store locations may have an adverse impact on our financial performance due to economic downturns and severe
weather events in regions where we have a high concentration of stores.

*  Our current insurance program may expose us to unexpected costs, including casualty and accident-related self-insured losses, and negatively affect
our financial performance.

Risks Related to Our Business

Legal and Regulatory Risks

Federal and state regulatory authorities are increasingly focused on consumer-facing industries, including LTO and retail, and in addition to being
subject to various existing federal, state and provincial laws and regulations, we may be subject to new or additional federal, state and provincial laws
and regulations (or changes in interpretations of existing laws and regulations) that could expose us to government investigations, pricing restrictions,
fines, penalties or other government-required payments by us, significant additional costs or compliance-related burdens that could have a material
adverse effect on our business, results of operations or financial condition.

Federal regulatory authorities such as the Federal Trade Commission (the "FTC") and the Consumer Financial Protection Bureau are increasingly focused on
the subprime financial marketplace in which the LTO industry operates, and these federal agencies, as well as state regulatory authorities, may propose and
adopt new regulations, or interpret existing regulations in a manner, that could result in significant adverse changes in the regulatory landscape for businesses
such as our Aaron's and BrandsMart Leasing businesses that include LTO. In addition, we believe federal and state regulators are increasingly holding LTO
businesses to higher standards of monitoring, disclosure and reporting, regardless of whether new laws or regulations governing the LTO industry have been
adopted. We expect this increased focus by federal and state regulatory authorities to continue to intensify. Regulators and courts may apply laws or regulations
to our businesses in inconsistent or unpredictable ways that may make compliance more difficult, expensive and uncertain. This increased attention at the
federal and state levels, as well as the potential for scrutiny by certain municipal governments, could increase our compliance costs significantly and materially
and adversely impact the manner in which we operate. For more information, see "Business—Government Regulation."

Nearly every state, the District of Columbia, and most provinces in Canada specifically regulate LTO transactions. Furthermore, certain aspects of our business
segments, such as the content of our advertising and other disclosures to customers about our LTO transactions, our lease renewal and collection practices (as
well as those of third parties), the manner in which we contact our customers, our customer lease decisioning process regarding whether to lease merchandise
to customers, and any payment information we may decide to furnish to consumer reporting agencies are subject to federal and state laws and regulatory
oversight.

In addition, the manner in which we process and store certain customer, employee and other information are subject to federal and state laws and regulatory
oversight. For example, the California Consumer Privacy Act of 2018 (the "CCPA"), has changed the manner in which our LTO and retail transactions with
California residents are regulated with respect to the manner in which we collect, store and use consumer data, and has resulted in increased regulatory
oversight and litigation risks and increased our compliance-related costs in California. In addition, the California Privacy Rights Act ("CPRA"), significantly
modified the CCPA, by expanding consumers’ rights with respect to certain personal information and creating a new state agency to oversee implementation
and enforcement efforts. Many of the CPRA’s provisions became effective on January 1, 2023. Moreover, other states have adopted or may adopt privacy-
related laws whose restrictions and requirements differ from those of the CCPA and CPRA, requiring us to design, implement and maintain different types of
state-based, privacy-related compliance controls and programs simultaneously in multiple states, thereby further increasing the complexity and cost of
compliance.

Many of these laws and regulations are evolving, creating unclear and inconsistent requirements across various jurisdictions, and complying with them is
difficult, expensive and uncertain. Furthermore, legislative or regulatory proposals regarding our industry, or interpretations of them, may subject us to
"headline risks" that could negatively impact our business in a particular market or in general and, therefore, may adversely affect our share price. New laws
and regulations (or differing interpretations of existing regulations), if adopted, could also adversely impact or current operations and the regulatory landscape
for businesses such as ours.
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We have incurred and will continue to incur substantial costs to comply with federal, state and provincial laws and regulations. In addition to compliance costs,
we may incur substantial expenses to respond to federal, state and provincial government investigations and enforcement actions, proposed fines and penalties,
criminal or civil sanctions, and private litigation, including those arising out of our or our franchisees’ alleged violations of existing laws and/or regulations.

Additionally, as we execute on our strategic plans, we may continue to expand into complementary businesses that engage in retail, financial or lending
services, or LTO or rent-to-rent transactions involving products that we do not currently offer our customers, all of which may be subject to a variety of statutes
and regulatory requirements in addition to those regulations currently applicable to our legacy operations, which may impose significant costs, limitations or
prohibitions on the manner in which we currently conduct our businesses as well as those we may acquire in the future.

From time to time we are subject to regulatory and legal proceedings which seek material damages or seek to place significant restrictions on our
business operations. These proceedings may be negatively perceived by the public and materially and adversely affect our business, liquidity and
financial condition.

We are subject to legal and regulatory proceedings from time to time which may result in material damages or place significant restrictions on our business
operations, and/or divert our management’s attention from other business issues and opportunities and from our ongoing strategic plan to improve our
performance. There can be no assurance that we will not incur material damages or penalties in a lawsuit or other proceeding in the future and/or significant
defense costs related to such lawsuits or regulatory proceedings. Significant adverse judgments, penalties, settlement amounts, amounts needed to post a bond
pending an appeal or defense costs could materially and adversely affect our liquidity and financial condition. It is also possible that, as a result of a present or
future governmental or other proceeding or settlement, significant restrictions will be placed upon, or significant changes made to, our business practices,
operations or methods, including pricing or similar terms. Any such restrictions or changes may adversely affect our profitability or increase our compliance
costs.

Judicial or regulatory decisions may restrict or eliminate the enforceability of certain types of contractual provisions designed to limit costly litigation,
such as mandatory arbitration clauses and class action waivers as dispute resolution methods, which could have a material adverse effect on our
business.

To attempt to limit costly and lengthy consumer, employee and other litigation, including class actions, we require customers entering into LTO transactions
and team members across all business segments to sign arbitration agreements and class action waivers, many of which offer opt-out provisions. Recent
judicial and regulatory actions have attempted to restrict or eliminate the enforceability of such agreements and waivers. If we are not permitted to use
arbitration agreements and/or class action waivers, or if the enforceability of such agreements and waivers is restricted or eliminated, we could incur increased
costs to resolve legal actions brought by customers, team members and others, as we would be forced to participate in more expensive and lengthy dispute
resolution processes, any of which could have a material adverse effect on our business.

Product safety and quality control issues, including product recalls, could harm our reputation, divert resources, reduce sales and increase costs.

The products we lease and sell through our business segments are subject to regulation by the United States Consumer Product Safety Commission and similar
state regulatory authorities, as well as regulatory authorities in Canada. Such products could be subject to recalls and other actions by these authorities. Such
recalls and voluntary removal of products can result in, among other things, lost sales, diverted resources, potential harm to our reputation and increased
customer service costs, which could have a material adverse effect on our business, results of operations or financial condition. In addition, given the terms of
our lease agreements with our customers, in the event of such a product quality or safety issue, customers who have leased the defective merchandise from us
could terminate their lease agreements for that merchandise and/or not renew those lease agreements, which could have a material adverse effect on our
business, results of operations or financial condition, if we are unable to recover those losses from the vendor who supplied the defective merchandise.

Inflation Risk

The current inflationary environment has adversely impacted and could continue to adversely impact our business through increased costs to attract
and retain talent, increased raw materials costs, increased logistical costs to get product from suppliers to customer’s homes and the acceleration of
prices beyond the norm resulting in lower lease volumes.

Our financial performance has been adversely impacted and could continue to be adversely impacted by relative rates of inflation, which are subject to market
conditions. The ongoing labor shortages have increased the costs to attract and retain talent. Sign-on bonuses, enhanced wages and other inducements related to
labor rates have increased our costs and are expected to continue to increase our costs, which could have an adverse effect on our margins and profitability.
Commodities and other raw goods used in some of our products, including our Woodhaven manufactured products, can be subject to availability constraints
and price volatility caused by supply conditions, government regulations and general economic conditions and other unpredictable factors, which may further
increase our costs. Our logistical costs related to both domestic and overseas freight
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transporting and shipping our merchandise to our distribution centers and store locations and delivery to our customers may increase. Additionally, the cost of
construction materials we use to build and remodel our stores is also subject to price volatility based on market and economic conditions. Higher construction
material prices could increase the capital expenditures needed to construct our new store concept or for re-engineering or remodeling an existing store and, as a
result, could increase the investment required.

We have limited or no control over many of these inflationary forces on our costs. These inflationary pressures could impact our net sales and earnings. If the
price of goods changes as a result of inflation, we may be unable to adjust our retail prices and lease payments accordingly, which could adversely impact our
earnings. Changes in prices could also negatively impact our sales and earnings if our competitors react more aggressively or if our customers curtail entering
into sales and lease agreements for the merchandise we offer or enter into agreements that generate less revenue for us, resulting in lower lease volumes.

Talent Management Risks

We depend on hiring an adequate number of hourly team members to run our business and are subject to government laws and regulations
concerning these and our other team members, including wage and hour regulations. Our inability to recruit, select, train and retain qualified team
members or violations by us of employment or wage and hour laws or regulations could have a material adverse effect on our business, results of
operations or financial condition.

Our workforce is comprised primarily of team members who work on an hourly basis. To grow our operations and meet the needs and expectations of our
customers, we must attract, select, train, and retain a large number of hourly team members, while at the same time controlling labor costs. These positions
have historically had high turnover rates, which can lead to increased training, retention and other costs. In certain areas where we operate, there has
historically been significant competition for team members, including from retailers distribution centers, delivery services and restaurants. In addition, the
competitive nature of the hourly labor market, including an increasing number of jobs, whether in-person or remote work, and increasing wage rates for those
jobs, may make it more difficult for us to attract candidates for our open hourly positions. The lack of availability of an adequate number of hourly team
members, or our inability to attract and retain them, or an increase in wages and benefits to attract and retain current team members, could adversely affect our
business, results of operations or financial condition. We are subject to applicable rules and regulations relating to our relationship with our team members,
including wage and hour regulations, health benefits, unemployment and payroll taxes, overtime and working conditions and immigration status. Accordingly,
federal, state or local legislated increases in the minimum wage, as well as increases in additional labor cost components such as employee benefit costs,
workers’ compensation insurance rates, compliance costs and fines, would increase our labor costs, which could have a material adverse effect on our business,
results of operations or financial condition.

The loss of the services of our key executives, or our inability to attract, develop and retain key talent could have a material adverse effect on our
business and operations.

We believe that we have benefited substantially from our current executive leadership and that the unexpected loss of their services in the future could
adversely affect our business and operations. We also depend on the continued services of the rest of our management team. The loss of certain of these
individuals without adequate replacement could adversely affect our business. Further, we believe that the unexpected loss of certain key talent in the future
could have a material adverse effect on our business and operations. We do not carry key business person life insurance on any of our key business personnel.
The inability to attract, develop and retain qualified individuals, or a significant increase in the costs to do so, could have a material adverse effect on our
operations.

Cyber-Security and Technology Risks

If we do not maintain the privacy and security of customer, employee or other confidential information, due to cybersecurity-related '""hacking"
attacks, ransomware, intrusions into our systems by unauthorized parties or otherwise, we could incur significant costs — including the loss of some or
all of our IT systems, litigation, regulatory enforcement actions and damage to our reputation, any of which could have a material adverse effect on
our business, results of operations or financial condition.

Our business involves the collection, processing, transmission and storage of customers’ personal and confidential information, as well as confidential
information about our team members, among others. Much of this data constitutes confidential personally identifiable information ("PII") which, if unlawfully
accessed, either through a "hacking" attack or otherwise, could subject us to significant liabilities as further discussed below.

Companies like us that possess significant amounts of PII and/or other confidential information have experienced a significant increase in cybersecurity risks in
recent years from increasingly aggressive and sophisticated cyberattacks, including hacking, computer viruses, malicious or destructive code, ransomware,
social engineering attacks (including phishing and impersonation), denial-of-service attacks and other attacks and similar disruptions from the unauthorized use
of or access to IT

24



systems. Our IT systems are subject to constant attempts to gain unauthorized access in order to disrupt our business operations and capture, destroy or
manipulate various types of information that we rely on, including PII and/or other confidential information. In addition, various third parties, including
franchisees, team members, contractors or others with whom we do business may attempt to circumvent our security measures in order to obtain such
information, or inadvertently cause a breach involving such information. Any significant compromise or breach of our data security, whether external or
internal, or misuse of PII and/or other confidential information may result in significant costs, litigation and regulatory enforcement actions and, therefore, may
have a material adverse impact on our business, results of operations or financial condition. Further, if any such compromise, breach or misuse is not detected
quickly, the effect could be compounded.

While we have implemented information security systems and processes (including engagement of third-party security services) to protect against unauthorized
access to or use of secured data and to prevent data loss and theft, there is no guarantee that these procedures are adequate to safeguard against all data security
breaches or misuse of the data. In addition, certain of our confidential information, and information regarding our customers, may be gathered, processed, and
or/stored through, or on, the networks or other systems of third-party vendors or service providers whom we have engaged. While we endeavor to conduct due
diligence on those third parties regarding their data security and protection policies and procedures, and the methods they use to safeguard such information,
we ultimately do not, and are unable to, manage or control those third parties' efforts to safeguard against data security breaches or misuse of data, or data loss
or theft, that may involve our confidential information or the confidential information of our customers. We maintain private liability insurance intended to help
mitigate the financial risks of such incidents, but there can be no guarantee that insurance will be sufficient to cover all losses related to such incidents, and our
exposure resulting from any serious unauthorized access to, or use of, secured data, or serious data loss or theft, could far exceed the limits of our insurance
coverage for such events. Further, a significant compromise of PII and/or other confidential information could result in regulatory penalties and harm our
reputation with our customers and others, potentially resulting in a material adverse effect on our business, results of operations or financial condition.

The regulatory environment related to information security, data collection and use, and consumer privacy is increasingly rigorous, with new and constantly
changing requirements applicable to our business, and compliance with those requirements could result in additional costs. For example, the CCPA (as
amended by the CPRA), has changed the manner in which our transactions with California residents are regulated with respect to the manner in which we
collect, store and use consumer and employee data; exposed our operations in California to increased regulatory oversight and litigation risks; and increased
our compliance-related costs. Moreover, other states have adopted or may adopt privacy-related laws whose restrictions and requirements differ from those of
the CCPA and CPRA. Compliance with changes in consumer privacy and information security laws may result in significant expense due to increased
investment in technology, the development of new operational processes and oversight. Failure to comply with these laws subjects us to potential regulatory
enforcement activity, fines, private litigation including class actions, and other costs. We also have data privacy and security-related contractual obligations that
might be breached if we fail to comply. A significant privacy breach or failure to comply with privacy and information security laws could have a material
adverse effect on our reputation, business, results of operations or financial condition.

We also believe successful data breaches or cybersecurity incidents at other companies, whether or not we are involved, could lead to a general loss of
customer confidence that could negatively affect us, including harming the market perception of the effectiveness of our security measures or financial
technology in general.

If our or third-party IT systems are impaired or we otherwise lost the ability to utilize our or third-party IT systems, our business could be
interrupted, our reputation could be harmed and we may experience lost revenues and increased costs and expenses, any of which could have a
material adverse impact on our business, results of operations and financial condition.

We rely on our and third-party IT systems to carry out our in-store and e-commerce customer lease decisioning process and to process lease and retail
transactions with our customers, including tracking and processing lease payments on merchandise, processing retail transactions and lease or credit
applications, and other important functions of our business. Failures of our systems, such as "bugs", crashes, internet failures and outages, operator error, or
catastrophic events such as a cybersecurity incident or ransomware, could seriously impair our ability to operate our business, and our business continuity and
contingency plans related to such IT failures may not be adequate to prevent that type of serious impairment. If our or third-party IT systems are impaired, our
business (and that of our franchisees) could be interrupted, our reputation could be harmed, we may experience lost revenues or sales, including due to an
interruption to our data-enabled customer lease decisioning and lease renewal and collection functions, and we could experience increased costs and expenses
to remediate the problem. As we continue