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In this Report, except as the context suggests otherwise, the words “Company,” “Atlanticus Holdings Corporation,”
“Atlanticus,” “we,” “our,” “ours” and “us” refer to Atlanticus Holdings Corporation and its subsidiaries and predecessors.
Atlanticus owns Aspire®, Emerge®, Fortiva®, Imagine®, Salute®, Tribute® and other trademarks and service marks in the United

States (“U.S.”) and the United Kingdom (“U.K.”).

Cautionary Notice Regarding Forward-Looking Statements

We make forward-looking statements in this Report and in other materials we file with the Securities and Exchange
Commission (“SEC”) or otherwise make public. In this Report, both Item 1, “Business,” and Item 7, “Management’s
Discussion and Analysis of Financial Condition and Results of Operations,” contain forward-looking statements. In addition,
our senior management might make forward-looking statements to analysts, investors, the media and others. Statements with
respect to expected revenue; income; receivables; income ratios; net interest margins; long-term shareholder returns;
acquisitions of financial assets and other growth opportunities; divestitures and discontinuations of businesses; loss exposure
and loss provisions; delinquency and charge-off rates; the effects of account actions we may take or have taken; changes in
collection programs and practices; changes in the credit quality and fair value of our credit card loans and fees receivable and
the fair value of their underlying structured financing facilities; the impact of actions by the Federal Deposit Insurance
Corporation (“FDIC”), Federal Reserve Board, Federal Trade Commission (“FTC”), Consumer Financial Protection Bureau
(“CFPB”) and other regulators on both us, banks that issue credit cards and other credit products on our behalf, and merchants
that participate in our point-of-sale finance operations; account growth; the performance of investments that we have made;
operating expenses; the impact of bankruptcy law changes; marketing plans and expenses; the performance of our Auto Finance
segment; our plans in the U.K.; the impact of our credit card receivables on our financial performance; the sufficiency of
available capital; the prospect for improvements in the capital and finance markets; future interest costs; sources of funding
operations and acquisitions; growth and profitability of our point-of-sale finance operations; our entry into international
markets; our ability to raise funds or renew financing facilities; share repurchases or issuances; debt retirement; the results
associated with our equity-method investee; our servicing income levels; gains and losses from investments in securities;
experimentation with new products and other statements of our plans, beliefs or expectations are forward-looking statements.
These and other statements using words such as “anticipate,” “believe,” “estimate,” “expect,” “intend,” “plan,” “project,”
“target,” “can,” “could,” “may,” “should,” “will,” “would” and similar expressions also are forward-looking statements. Each
forward-looking statement speaks only as of the date of the particular statement. The forward-looking statements we make are
not guarantees of future performance, and we have based these statements on our assumptions and analyses in light of our
experience and perception of historical trends, current conditions, expected future developments and other factors we believe
are appropriate in the circumstances. Forward-looking statements by their nature involve substantial risks and uncertainties
that could significantly affect expected results, and actual future results could differ materially from those described in such
statements. Management cautions against putting undue reliance on forward-looking statements or projecting any future results
based on such statements or present or historical earnings levels.
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Although it is not possible to identify all factors, we continue to face many risks and uncertainties. Among the factors
that could cause actual future results to differ materially from our expectations are the risks and uncertainties described under
“Risk Factors” set forth in Part I, Item 1A, and the risk factors and other cautionary statements in other documents we file with
the SEC, including the following:

» the availability of adequate financing to support growth;

» the extent to which federal, state, local and foreign governmental regulation of our various business lines and the
products we service for others limits or prohibits the operation of our businesses;

* current and future litigation and regulatory proceedings against us;

» the effect of adverse economic conditions on our revenues, loss rates and cash flows;

* competition from various sources providing similar financial products, or other alternative sources of credit, to
consumers;

» the adequacy of our allowances for uncollectible loans and fees receivable and estimates of loan losses used
within our risk management and analyses;

» the possible impairment of assets;

*  our ability to manage costs in line with the expansion or contraction of our various business lines;

»  our relationship with (i) the merchants that participate in point-of-sale finance operations and (ii) the banks that
issue credit cards and provide certain other credit products utilizing our technology platform and related services;
and

» theft and employee errors.

Most of these factors are beyond our ability to predict or control. Any of these factors, or a combination of these
factors, could materially affect our future financial condition or results of operations and the ultimate accuracy of our forward-
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looking statements. There also are other factors that we may not describe (because we currently do not perceive them to be
material) that could cause actual results to differ materially from our expectations.

We expressly disclaim any obligation to update or revise any forward-looking statements, whether as a result of new
information, future events or otherwise, except as required by law.
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PART 1
ITEM 1. BUSINESS

General

A general discussion of our business follows. For additional information about our business, please visit our website at
www.Atlanticus.com. Information contained on or available through our website is not incorporated by reference in this Report.

We are a Georgia corporation formed in 2009, as successor to an entity that commenced operations in 1996. We
provide various credit and related financial services and products primarily to or associated with the financially underserved
consumer credit market. We utilize proprietary analytics and a flexible technology platform to enable financial institutions to
provide various credit and related financial services and products to or associated with the financially underserved consumer
credit market. Currently, within our Credit and Other Investments segment, we are applying the experiences gained and
infrastructure built from servicing over $25 billion in consumer loans over our 20-year operating history to support lenders who
originate a range of consumer loan products. These products include retail credit, personal loans, and credit cards marketed
through multiple channels, including retail point-of-sale, direct mail solicitation, Internet-based marketing and partnerships
with third parties. In the point-of-sale channel, we partner with retailers and service providers in various industries across the
U.S. to allow them to provide credit to their customers for the purchase of a variety of goods and services including consumer
electronics, furniture, elective medical procedures, educational services and home-improvements. Our flexible technology
platform allows our lending partners to integrate our paperless process and instant decision-making platform with the
technology infrastructure of participating retailers and service providers. These services of our lending partners are often
extended to consumers who may have been declined under traditional financing options. We specialize in supporting this
“second-look” credit service. Additionally, we support lenders who market general purpose personal loans and credit cards
directly to consumers (our “direct-to-consumer” products) through additional channels, which enables them to reach consumers
through a diverse origination platform that includes direct mail, Internet-based marketing and our retail partnerships. Our
technology platform and proprietary analytics enable lenders to make instant credit decisions utilizing hundreds of inputs, from
multiple sources and thereby offer credit to consumers overlooked by traditional providers of credit. By offering a range of
products through a multitude of channels, we enable lenders to provide the right type of credit, whenever and wherever the
consumer has a need. In most cases, we invest in the receivables originated by lenders who utilize our technology platform and
other related services.

Using our infrastructure and technology platform, we also provide loan servicing, including risk management and
customer service outsourcing, for third parties. Also through our Credit and Other Investments segment, we engage in testing
and limited investment in consumer finance technology platforms as we seek to capitalize on our expertise and infrastructure.

Beyond these activities within our Credit and Other Investments segment, we invest in and service portfolios of credit
card receivables. One of our portfolios of credit card receivables is encumbered by non-recourse structured financing, and for
this portfolio our principal remaining economic interest is the servicing compensation we receive as an offset against our
servicing costs given that the likely future collections on the portfolio are insufficient to allow for full repayment of the
financing.

Additionally, we report within our Credit and Other Investments segment the income earned from an investment in an
equity-method investee that holds credit card receivables for which we are the servicer.

Lastly, we report within our Credit and Other Investments segment gains associated with investments previously made
in consumer finance technology platforms. These include investments in companies engaged in mobile technologies,
marketplace lending and other financial technologies. These investments are carried at the lower of cost or market valuation.
Some of these investees have raised capital at valuations in excess of our associated book value. However, none of these
companies are publicly-traded, there are no material pending liquidity events, and ascribing value to these investments at this
time would be speculative.

The recurring cash flows we receive within our Credit and Other Investments segment principally include those
associated with (1) point-of-sale and direct-to-consumer receivables, (2) servicing compensation and (3) credit card receivables
portfolios that are unencumbered or where we own a portion of the underlying structured financing facility.

We historically financed most of our investments in the credit card receivables originated through our platform
through the asset-backed securitization markets. These markets deteriorated significantly in 2008, and the level of “advance
rates,” or leverage against credit card receivable assets, in the current asset-backed securitization markets is below pre-2008
levels. We do believe, however, that point-of-sale and direct-to-consumer receivables are generating, and will continue to



generate, attractive returns on assets, thereby facilitating debt financing under terms and conditions (including advance rates
and pricing) that will support attractive returns on equity, and we continue to pursue growth in this area.

Within our Auto Finance segment, our CAR subsidiary operations principally purchase and/or service loans secured
by automobiles from or for, and also provide floor plan financing for, a pre-qualified network of independent automotive
dealers and automotive finance companies in the buy-here, pay-here, used car business. We purchase auto loans at a discount
and with dealer retentions or holdbacks that provide risk protection. Also within our Auto Finance segment, we are providing
certain installment lending products in addition to our traditional loans secured by automobiles.

We closely monitor and manage our expenses based on current product offerings (and in recent years have
significantly reduced our overhead infrastructure which was built to accommodate higher managed receivables levels and a
much greater number of accounts serviced). As such, we are maintaining our infrastructure and incurring increased overhead
and other costs in order to expand point-of-sale and direct-to-consumer finance and credit solutions and new product offerings
that we believe have the potential to grow into our existing infrastructure and allow for long-term shareholder returns.

Subject to the availability of capital at attractive terms and pricing, we plan to continue to evaluate and pursue a
variety of activities, including: (1) investments in additional financial assets associated with point-of-sale and direct-to-
consumer finance and credit activities as well as the acquisition of interests in receivables portfolios; (2) investments in other
assets or businesses that are not necessarily financial services assets or businesses; and (3) the repurchase of our convertible
senior notes and other debt or our outstanding common stock.

Credit and Other Investments Segment. Our Credit and Other Investments segment includes our point-of-sale and
direct-to-consumer finance operations, investments in and servicing of our various credit card receivables portfolios and other
product development and limited investment in consumer finance technology platforms that generally capitalize on our credit
infrastructure.

As previously discussed, we support lenders who originate a range of consumer loan products over multiple channels.
Through our point-of-sale operations, we leverage our flexible technology platform that allows retail partners and service
providers to offer loan options to their customers who may have been declined by a primary lender. The same proprietary
analytics and infrastructure also allows lenders to offer general purpose loan products directly to consumers with our direct-to-
consumer products. We reach these consumers through a diverse origination platform that includes direct mail, Internet-based
marketing and partnerships.

Our growing portfolio of receivables assets are generating and we believe will continue to generate attractive returns
on assets, thereby allowing us to secure debt financing under terms and conditions (including advance rates and pricing) that
will allow us to achieve our desired returns on equity, and we continue to pursue growth in this area.

In the past several quarters, we have recommenced the acquisition of new receivables associated with credit card
accounts. With respect to the credit card accounts underlying our historical credit card receivables and portfolios, substantially
all of the related credit card accounts have been closed to new cardholder purchases since 2009. We continue to service these
credit card portfolios as they liquidate.

Our credit and other operations are heavily regulated, which may cause us to change how we conduct our operations
either in response to regulation or in keeping with our goal of leading the industry in adherence to consumer-friendly practices.
We have made several significant changes to our practices over the past several years, and because our account management
practices are evolutionary and dynamic, it is possible that we may make further changes to these practices, some of which may
produce positive, and others of which may produce adverse, effects on our operating results and financial position. Customers
at the lower end of the credit score range intrinsically have higher loss rates than do customers at the higher end of the credit
score range. As a result, we price our products to reflect this higher loss rate. As such, our products are subject to greater
regulatory scrutiny than the products of prime only lenders who are able to price their credit products at much lower levels than
we can. See “Consumer and Debtor Protection Laws and Regulations—Credit and Other Investments Segment” and Item 1A,
“Risk Factors.”

Auto Finance Segment. The operations of our Auto Finance segment are conducted through our CAR platform,
which we acquired in April 2005. CAR primarily purchases and/or services loans secured by automobiles from or for a pre-
qualified network of independent automotive dealers and automotive finance companies in the buy-here, pay-here used car
business. In 2010, we started offering floor-plan financing to this same group of dealers and finance companies. In 2013 we
also started offering certain installment lending products in addition to our traditional loans secured by automobiles. While this
product represented less than 10% of CAR’s net outstanding receivables as of December 31, 2016, we seek to modestly grow
the volume of these loans in the coming quarters.



Through our CAR operations, we generate revenues on purchased loans through interest earned on the face value of
the installment agreements combined with the accretion of discounts on loans purchased. We generally earn discount income
over the life of the applicable loan. Additionally, we generate revenues from servicing loans on behalf of dealers for a portion
of actual collections and by providing back-up servicing for similar quality assets owned by unrelated third parties. We offer a
number of other products to our network of buy-here, pay-here dealers (including our floor-plan financing offering), but the
majority of our activities are represented by our purchases of auto loans at discounts and our servicing of auto loans for a fee.
As of December 31, 2016, our CAR operations served more than 560 dealers in 32 states, the District of Columbia and two
U.S. territories. These operations continue to perform well in the current environment (achieving consistent profitability and
generating positive cash flows with modest growth).

How Do We Manage the Receivables and Mitigate Our Risks?

Credit and Other Investments Segment. We manage our investments in receivables using credit behavioral scoring,
credit file data and our proprietary risk evaluation systems. These strategies include the management of transaction
authorizations, account renewals, over-limit accounts, credit line modifications and collection programs. We use an adaptive
control system to translate our strategies into account management processes. The system enables us to develop and test
multiple strategies simultaneously, which allows us to continually refine our account management activities. We have
incorporated our proprietary risk scores into the control system, in addition to standard credit behavior scores used widely in
the industry, in order to segment, evaluate and manage the receivables. We believe that by combining external credit file data
along with historical and current customer activity, we are able to better predict the true risk associated with current and
delinquent receivables.

For our point-of-sale and direct-to-consumer finance activities as well as the accounts that are open to purchases, we
generally seek to manage credit lines to reward financially underserved customers who are performing well and to mitigate
losses from delinquent customer segments. We also employ strategies to reduce otherwise open credit lines for customers
demonstrating indicators of increased credit or bankruptcy risk. Data relating to account performance are captured and loaded
into our proprietary database for ongoing analysis. We adjust account management strategies as necessary, based on the results
of such analyses. Additionally, we use industry-standard fraud detection software to manage the portfolio. We route accounts to
manual work queues and suspend charging privileges if the transaction-based fraud models indicate a probability of fraudulent
use.

Auto Finance Segment. Our CAR operations manage credit quality and loss mitigation at the dealer portfolio level
through the implementation of dealer-specific loss reserve accounts. In most instances, the reserve accounts are cross-
collateralized across all accounts presented by any single dealer. CAR monitors performance at the dealer portfolio level (by
product type) to adjust pricing or the reserve account or to determine whether to terminate future account purchases from such
dealer.

CAR provides dealers with specific purchase guidelines based upon each product offering and delegates approval
authority to assist in the monitoring of transactions during the loan acquisition process. Dealers are subject to specific approval
criteria, and individual accounts typically are verified for accuracy before, during and after the acquisition process. Dealer
portfolios across the business segment are monitored and compared against expected collections and peer dealer performance.
Monitoring of dealer pool vintages, delinquencies and loss ratios helps determine past performance and expected future results,
which are used to adjust pricing and reserve requirements. Our CAR operations also manage risk through diversifying their
receivables among multiple dealers.

How Do We Collect?

Credit and Other Investments Segment. The goal of the collections process is to collect as much of the money that is
owed to us in the most cost-effective and customer-friendly manner possible. To this end, we employ the traditional cross-
section of letters and telephone calls to encourage payment. We also sometimes offer flexibility with respect to the application
of payments in order to encourage larger or prompter payments. For instance, in certain cases we may vary from our general
payment application priority (i.e., of applying payments first to finance charges, then to fees, and then to principal) by agreeing
to apply payments first to principal and then to finance charges and fees or by agreeing to provide payments or credits of
finance charges and principal to induce or in exchange for an appropriate payment. Application of payments in this manner also
permits our collectors to assess real time the degree to which payments over the life of an account have covered the principal
credit extensions on that account. This allows our collectors to readily identify our potential economic loss associated with the
charge off of a particular receivable (i.e., the excess of principal loaned over payments received throughout the life of the
account). Our selection of collection techniques, including, for example, the order in which we apply payments or the provision
of payments or credits to induce or in exchange for a payment, impacts the statistical performance of our portfolios that we
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provide under the “Credit and Other Investments Segment” caption within Item 7, “Management’s Discussion and Analysis of
Financial Condition and Results of Operations.”

Our collectors employ various and evolving tools when collecting receivables, and they routinely test and evaluate
new tools in their effort toward improving our collections with a greater degree of efficiency and service. These tools include
programs under which we may reduce or eliminate the annual percentage rate (“APR”) associated with a receivable or waive a
certain amount of accrued fees, provided a minimum number or amount of payments have been made. In some instances, we
may agree to match the payment on a receivable, for example, with commensurate payments or reductions of finance charges
or waivers of fees. In other situations, we may actually settle and adjust finance charges and fees on a receivable, for example,
based on a commitment and follow through on a commitment to pay certain portions of the balances owed. Our collectors may
also decrease minimum payments owed under certain collection programs. Additionally, we employ re-aging techniques as
discussed below. We also may occasionally use our marketing group to assist in determining various programs to assist in the
collection process. Moreover, we voluntarily participate in the Consumer Credit Counseling Service (“CCCS”) program by
waiving a certain percentage of a receivable that is considered our “fair share” under the CCCS program. All of our programs
are utilized based on the degree of economic success and customer service they achieve.

We regularly monitor and adapt our collection strategies, techniques, technology and training to optimize our efforts to
reduce delinquencies and charge offs. We use our operations systems to develop these proprietary collection strategies and
techniques, and we analyze the output from these systems to identify the strategies and techniques that we believe are most
likely to result in curing a delinquent account in the most cost-effective manner, rather than treating all accounts the same based
on the mere passage of time.

As in all aspects of our risk management strategies, we compare the results of each of the above strategies with other
collection strategies and devote resources to those strategies that yield the best results. Results are measured based on, among
other things, delinquency rates, expected losses and costs to collect. Existing strategies are then adjusted based on these results.
We believe that routinely testing, measuring and adjusting collection strategies results in lower bad debt losses and operating
expenses.

We discontinue charging interest and fees for most of our credit products when loans and fees receivable become
contractually 90 or more days past due and we charge off loans and fees receivable when they become contractually more than
180 days past due or 120 days past due for the direct-to-consumer personal loan product. However, if a payment is made that is
greater than or equal to two minimum payments within a month of the charge-off date, we may reconsider whether charge-off
status remains appropriate. For all of our products, we charge off receivables within 30 days of notification and confirmation of
bankruptcy or death of the obligor. However, in some cases of death, we do not charge off receivables if there is a surviving,
contractually liable individual or an estate large enough to pay the debt in full.

Our determination of whether an account is contractually past due is relevant to our delinquency and charge-off data
included under the “Credit and Other Investments Segment” caption within Item 7, “Management’s Discussion and Analysis of
Financial Condition and Results of Operations.” Various factors are relevant in analyzing whether an account is contractually
past due (e.g., whether an account has not satisfied its minimum payment due requirement), which for us is the trigger for
moving receivables through our various delinquency stages and ultimately to charge-off status. For our point-of-sale and direct-
to-consumer finance accounts, we consider an account to be delinquent if the customer has not made any required payment as
of the payment due date. For credit card accounts, we consider a cardholder’s receivable to be delinquent if the cardholder has
failed to pay a minimum amount, computed as the greater of a stated minimum payment or a fixed percentage of the statement
balance (for example 3% to 10% of the outstanding balance in some cases or in other cases 1% of the outstanding balance plus
any finance charges and late fees billed in the current cycle).

Additionally, we may re-age customer accounts that meet our qualifications for re-aging. Re-aging involves changing
the delinquency status of an account. It is our policy to work cooperatively with customers demonstrating a willingness and
ability to repay their indebtedness and who satisfy other criteria, but are unable to pay the entire past due amount. Generally, to
qualify for re-aging, an account must have been opened for at least nine months and may not be re-aged more than once in a
twelve-month period or twice in a five-year period. In addition, an account on a workout program may qualify for one
additional re-age in a five-year period. The customer also must have made three consecutive minimum monthly payments or
the equivalent cumulative amount in the last three billing cycles. If a re-aged account subsequently experiences payment
defaults, it will again become contractually delinquent and will be charged off according to our regular charge-off policy. The
practice of re-aging an account may affect delinquencies and charge offs, potentially delaying or reducing such delinquencies
and charge offs.

Auto Finance Segment. Accounts that CAR purchases from approved dealers initially are collected by the originating
branch or service center location using a combination of traditional collection practices. The collection process includes
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contacting the customer by phone or mail, skip tracing and using starter interrupt devices to minimize delinquencies.
Uncollectible accounts in our CAR operation generally are returned to the dealer under an agreement with the dealer to charge
the balance on the account against the dealer’s reserve account. We generally do not repossess autos in our CAR operation as a
result of the agreements that we have with the dealers unless there are insufficient dealer reserves to offset the loss or if a dealer
instructs us to do so.

Consumer and Debtor Protection Laws and Regulations

Credit and Other Investments Segment. Our U.S. business is regulated directly and indirectly under various federal
and state consumer protection, collection and other laws, rules and regulations, including the federal Credit Card Accountability
Responsibility and Disclosure Act of 2009 (the “CARD Act”), the federal Dodd-Frank Wall Street Reform and Consumer
Protection Act (“Dodd-Frank™), the federal Truth In Lending Act (“TILA”), the federal Equal Credit Opportunity Act, the
federal Fair Credit Reporting Act, the federal Fair Debt Collection Practices Act, the Federal Trade Commission (“FTC”) Act,
the federal Gramm-Leach-Bliley Act and the federal Telemarketing and Consumer Fraud and Abuse Prevention Act. These
laws, rules and regulations, among other things, impose disclosure requirements when consumer products are advertised, when
an account is opened, when monthly billing statements are sent and when consumer obligations are collected. In addition,
various statutes limit the liability of consumers for unauthorized use, prohibit discriminatory practices in consumer
transactions, impose limitations on the types of charges that may be assessed and restrict the use of consumer credit reports and
other account-related information. Many of our products are designed for customers of our lending partners at the lower end of
the credit score range. We price our products to reflect the higher credit risk of these customers. Because of the inherently
greater credit risks of these customers and the resulting higher interest and fees, we and our finance partners are subject to
significant regulatory scrutiny. If regulators, including the FDIC (which regulates bank lenders), the CFPB and the FTC, object
to the terms of these products, or to our marketing or collection practices, we could be required to modify or discontinue certain
products or practices.

In the U.K., our operations are subject to U.K. regulations that provide similar consumer protections to those provided
under the U.S. regulatory framework. We are licensed and regulated by the Financial Conduct Authority (“FCA”), and we are
governed by an extensive legislative and regulatory framework that includes the Consumer Credit Act, the Data Protection Act,
Privacy and Electronic Communications Regulations, Consumer Protection and Unfair Trading regulations, Financial Services
(Distance Marketing) Regulations, the Enterprise Act, Money Laundering Regulations, Financial Ombudsman Service and
Advertising Standards Authority adjudications. The aforementioned legislation and regulations impose strict rules on the form
and content of consumer contracts, the calculation and presentation of annual percentage rates (“APRs”), advertising in all
forms, parties who can be contacted and disclosures to consumers, among others. The regulators, such as the FCA, provide
guidance on consumer credit practices including collections. The FCA requires a comprehensive licensing process.

Auto Finance Segment. This segment is regulated directly and indirectly under various federal and state consumer
protection and other laws, rules and regulations, including the federal TILA, the federal Equal Credit Opportunity Act, the
federal Fair Credit Reporting Act, the federal Fair Debt Collection Practices Act, Dodd-Frank, the federal Gramm-Leach-Bliley
Act and the federal Telemarketing and Consumer Fraud and Abuse Prevention Act. In addition, various state statutes limit the
interest rates and fees that may be charged, limit the types of interest computations (e.g., interest bearing or pre-computed) and
refunding processes, prohibit discriminatory practices in extending credit, impose limitations on fees and other ancillary
products and restrict the use of consumer credit reports and other account-related information. Many of the states in which this
segment operates have various licensing requirements and impose certain financial or other conditions in connection with these
licensing requirements.

Privacy and Data Security Laws and Regulations. We are required to manage, use, and store large amounts of
personally identifiable information, principally the confidential personal and financial data of our lending partners’ customers,
in the course of our business. We depend on our IT networks and systems, and those of third parties, to process, store, and
transmit that information. In the past, financial service companies have been targeted for sophisticated cyber attacks. A
security breach involving our files and infrastructure could lead to unauthorized disclosure of confidential information. We
take numerous measures to ensure the security of our hardware and software systems as well as customer information.



We are subject to various U.S. federal and state laws and regulations designed to protect confidential personal and
financial data. For example, we must comply with guidelines under the Gramm-Leach-Bliley Act that require each financial
institution to develop, implement and maintain a written, comprehensive information security program containing safeguards
that are appropriate to the financial institution’s size and complexity, the nature and scope of the financial institution’s activities
and the sensitivity of any customer information at issue. Additionally, various federal banking regulatory agencies, and at least
48 states, the District of Columbia, Puerto Rico and the Virgin Islands, have enacted data security regulations and laws
requiring customer notification in the event of a security breach.

Competition

Credit and Other Investments Segment. We face substantial competition from financial service companies, the
intensity of which varies depending upon economic and liquidity cycles. Our point-of-sale and direct-to-consumer finance
activities compete with national, regional and local bankcard and consumer credit issuers, other general-purpose credit card
issuers and retail credit card and merchant credit issuers. Many of these competitors are substantially larger than we are, have
significantly greater financial resources than we do and have significantly lower costs of funds than we have.

Auto Finance Segment. Competition within the auto finance sector is widespread and fragmented. Our auto finance
operations target automobile dealers that oftentimes are not capable of accessing indirect lending from major financial
institutions or captive finance companies. We compete mainly with a handful of national and regional companies focused on
this credit segment (e.g., Credit Acceptance Corporation, Westlake Financial, Mid-Atlantic Finance, Santander Auto Finance,
Western Funding Inc., and America’s Car-Mart) and a large number of smaller, regional private companies with a narrow
geographic focus. Individual dealers with access to capital may also compete in this segment through the purchase of
receivables from peer dealers in their markets.

Employees

As of December 31, 2016, we had 292 employees, including 7 part-time employees, most of whom are principally
employed within the U.S. We consider our relations with our employees to be good. None of our employees are covered by a
collective-bargaining agreement, and we have never experienced any organized work stoppage, strike or labor dispute.

Trademarks, Trade Names and Service Marks

We have registered and continue to register, when appropriate, various trademarks, trade names and service marks
used in connection with our businesses and for private-label marketing of certain of our products. We consider these
trademarks, trade names and service marks to be readily identifiable with, and valuable to, our business. This Annual Report on
Form 10-K also contains trade names and trademarks of other companies that are the property of their respective owners.

Additional Information

We are headquartered in Atlanta, Georgia, and our principal executive offices are located at Five Concourse Parkway,
Suite 300, Atlanta, Georgia 30328. Our headquarters telephone number is (770) 828-2000, and our website is
www.Atlanticus.com. We make available free of charge on our website certain of our recent SEC filings, including our annual
report on Form 10-K, quarterly reports on Form 10-Q, current reports on Form 8-K, proxy statements and amendments to those
filings as soon as reasonably practicable after we electronically file such material with, or furnish it to, the SEC.
Certain corporate governance materials, including our Board of Directors committee charters and our Code of Business
Conduct and Ethics, are posted on our website under the heading “For Investors.” From time to time, the corporate governance
materials on our website may be updated as necessary to comply with rules issued by the SEC or NASDAQ, or as desirable to
further the continued effective and efficient governance of our company.



ITEM 1A. RISK FACTORS

An investment in our common stock or other securities involves a number of risks. You should carefully consider each
of the risks described below before deciding to invest in our common stock or other securities. If any of the following risks
develops into actual events, our business, financial condition or results of operations could be negatively affected, the market
price of our common stock or other securities could decline and you may lose all or part of your investment.

Investors should be particularly cautious regarding investments in our common stock or other securities at the present
time in light of uncertainties as to the profitability of our business model going forward and our inability to achieve consistent
earnings from our operations in recent years.

Our Cash Flows and Net Income Are Dependent Upon Payments from Our Investments in Receivables

The collectibility of our investments in receivables is a function of many factors including the criteria used to select
who is issued credit, the pricing of the credit products, the lengths of the relationships, general economic conditions, the rate at
which consumers repay their accounts or become delinquent, and the rate at which consumers borrow funds. Deterioration in
these factors would adversely impact our business. In addition, to the extent we have over-estimated collectibility, in all
likelihood we have over-estimated our financial performance. Some of these concerns are discussed more fully below.

Our portfolio of receivables is not diversified and primarily originates from consumers whose creditworthiness is
considered sub-prime. Historically, we have invested in receivables in one of two ways—we have either (i) invested in
receivables originated by lenders who utilize our services or (ii) invested in or purchased pools of receivables from other
issuers. In either case, substantially all of our receivables are from financially underserved borrowers—borrowers represented
by credit risks that regulators classify as “sub-prime.” Our reliance on sub-prime receivables has negatively impacted and may
in the future negatively impact, our performance. Our various past and current losses might have been mitigated had our
portfolios consisted of higher-grade receivables in addition to our sub-prime receivables.

Economic slowdowns increase our credit losses. During periods of economic slowdown or recession, we experience
an increase in rates of delinquencies and frequency and severity of credit losses. Our actual rates of delinquencies and
frequency and severity of credit losses may be comparatively higher during periods of economic slowdown or recession than
those experienced by more traditional providers of consumer credit because of our focus on the financially underserved
consumer market, which may be disproportionately impacted.

We are subject to foreign economic and exchange risks. Because of our operations in the U.K., we have exposure to
fluctuations in the U.K. economy. We also have exposure to fluctuations in the relative values of the U.S. dollar and the British
pound. Because the British pound has experienced a net decline in value relative to the U.S. dollar since we commenced our
most significant operations in the U.K., we have experienced significant transaction and translation losses within our financial
statements.

Because a significant portion of our reported income is based on management’s estimates of the future
performance of receivables, differences between actual and expected performance of the receivables may cause fluctuations
in net income. Significant portions of our reported income (or losses) are based on management’s estimates of cash flows we
expect to receive on receivables, particularly for such assets that we report based on fair value. The expected cash flows are
based on management’s estimates of interest rates, default rates, payment rates, cardholder purchases, servicing costs, and
discount rates. These estimates are based on a variety of factors, many of which are not within our control. Substantial
differences between actual and expected performance of the receivables will occur and cause fluctuations in our net income.
For instance, higher than expected rates of delinquencies and losses could cause our net income to be lower than expected.
Similarly, levels of loss and delinquency can result in our being required to repay lenders earlier than expected, thereby
reducing funds available to us for future growth. Because all of the credit card receivables structured financing facilities are
now in amortization status—which for us generally means that the only meaningful cash flows that we are receiving with
respect to the credit card receivables that are encumbered by such structured financing facilities are those associated with our
contractually specified fee for servicing the receivables—recent payment and default trends have substantially reduced the cash
flows that we receive from these receivables.

Due to our relative lack of historical experience with Internet consumers, we may not be able to evaluate their
creditworthiness. We have less historical experience with respect to the credit risk and performance of receivables owed by
consumers acquired over the Internet. As a result, we may not be able to target and evaluate successfully the creditworthiness of
these potential consumers. Therefore, we may encounter difficulties managing the expected delinquencies and losses and
appropriately pricing products.



We Are Substantially Dependent Upon Borrowed Funds to Fund Receivables We Purchase

We finance receivables that we acquire in large part through financing facilities. All of our financing facilities are of
finite duration (and ultimately will need to be extended or replaced) and contain financial covenants and other conditions that
must be fulfilled in order for funding to be available. Moreover, some of our facilities currently are in amortization stages (and
are not allowing for the funding of any new loans) based on their original terms. The cost and availability of equity and
borrowed funds is dependent upon our financial performance, the performance of our industry generally and general economic
and market conditions, and at times equity and borrowed funds have been both expensive and difficult to obtain.

If additional financing facilities are not available in the future on terms we consider acceptable—an issue that has been
made even more acute in the U.S. given regulatory changes that reduced asset-level returns on credit card lending—we will not
be able to purchase additional receivables and those receivables may contract in size.

Our Financial Performance Is, in Part, a Function of the Aggregate Amount of Receivables That Are Outstanding

The aggregate amount of outstanding receivables is a function of many factors including purchase rates, payment
rates, interest rates, seasonality, general economic conditions, competition from credit card issuers and other sources of
consumer financing, access to funding, and the timing and extent of our receivable purchases.

Despite our recent purchases of credit card receivables, our aggregate credit card receivables contracted over the
last several years. The amount of our credit card receivables is a product of a combination of factors, many of which are not in
our control. Factors include:

« the availability of funding on favorable terms;

*  our relationships with the banks that issue credit cards;

*  the degree to which we lose business to competitors;

*  the level of usage of our credit card products by consumers;

« the availability of portfolios for purchase on attractive terms;

* levels of delinquencies and charge offs;

« the level of costs of acquiring new receivables;

*  our ability to employ and train new personnel;

*  our ability to maintain adequate management systems, collection procedures, internal controls and automated systems;
and

+  general economic and other factors beyond our control.

Reliance upon relationships with a few large retailers in the point-of-sale finance operations may adversely affect
our revenues and operating results from these operations. Our five largest retail partners accounted for over 50% of our
outstanding point-of-sale receivables as of December 31, 2016. Although we are adding new retail partners on a regular basis,
it is likely that we will continue to derive a significant portion of this operations’ receivables base and corresponding revenue
from a relatively small number of partners in the future. If a significant partner reduces or terminates its relationship with us,
these operations’ revenue could decline significantly and our operating results and financial condition could be harmed.

We Operate in a Heavily Regulated Industry

Changes in bankruptcy, privacy or other consumer protection laws, or to the prevailing interpretation thereof, may
expose us to litigation, adversely affect our ability to collect receivables, or otherwise adversely affect our operations. Similarly,
regulatory changes could adversely affect the ability or willingness of lenders who utilize our technology platform and related
services to market credit products and services to consumers. While the new Presidential Administration and the congressional
majorities in the U.S. Senate and House of Representatives support reducing regulatory burdens, the prospects for significant
modifications are uncertain. Also, the accounting rules that apply to our business are exceedingly complex, difficult to apply
and in a state of flux. As a result, how we value our receivables and otherwise account for our business is subject to change
depending upon the changes in, and, interpretation of, those rules. Some of these issues are discussed more fully below.

Reviews and enforcement actions by regulatory authorities under banking and consumer protection laws and
regulations may result in changes to our business practices, may make collection of receivables more difficult or may expose
us to the risk of fines, restitution and litigation. Our operations and the operations of the issuing banks through which the
credit products we service are originated are subject to the jurisdiction of federal, state and local government authorities,



including the CFPB, the SEC, the FDIC, the Office of the Comptroller of the Currency, the FTC, U.K. banking and licensing
authorities, state regulators having jurisdiction over financial institutions and debt origination and collection and state attorneys
general. Our business practices and the practices of issuing banks, including the terms of products, servicing and collection
practices, are subject to both periodic and special reviews by these regulatory and enforcement authorities. These reviews can
range from investigations of specific consumer complaints or concerns to broader inquiries. If as part of these reviews the
regulatory authorities conclude that we or issuing banks are not complying with applicable law, they could request or impose a
wide range of remedies including requiring changes in advertising and collection practices, changes in the terms of products
(such as decreases in interest rates or fees), the imposition of fines or penalties, or the paying of restitution or the taking of other
remedial action with respect to affected consumers. They also could require us or issuing banks to stop offering some credit
products or obtain licenses to do so, either nationally or in selected states. To the extent that these remedies are imposed on the
issuing banks that originate credit products using our platform, under certain circumstances we are responsible for the remedies
as a result of our indemnification obligations with those banks. We also may elect to change practices that we believe are
compliant with law in order to respond to regulatory concerns. Furthermore, negative publicity relating to any specific inquiry
or investigation could hurt our ability to conduct business with various industry participants or to generate new receivables and
could negatively affect our stock price, which would adversely affect our ability to raise additional capital and would raise our
costs of doing business.

If any deficiencies or violations of law or regulations are identified by us or asserted by any regulator, or if the CFPB,
the FDIC, the FTC or any other regulator requires us or issuing banks to change any practices, the correction of such
deficiencies or violations, or the making of such changes, could have a material adverse effect on our financial condition,
results of operations or business. In addition, whether or not these practices are modified when a regulatory or enforcement
authority requests or requires, there is a risk that we or other industry participants may be named as defendants in litigation
involving alleged violations of federal and state laws and regulations, including consumer protection laws. Any failure to
comply with legal requirements by us or the banks that originate credit products utilizing our platform in connection with the
issuance of those products, or by us or our agents as the servicer of our accounts, could significantly impair our ability to collect
the full amount of the account balances. The institution of any litigation of this nature, or any judgment against us or any other
industry participant in any litigation of this nature, could adversely affect our business and financial condition in a variety of
ways.

We are dependent upon banks to issue credit cards and provide certain other credit products utilizing our
technology platform and related services. We acquire receivables generated by banks from credit cards that they have issued
and other products, and their regulators could at any time limit their ability to issue some or all of these products that we
service, or to modify those products significantly. Any significant interruption of those relationships would result in our being
unable to acquire new receivables or help develop other credit products. It is possible that a regulatory position or action taken
with respect to any of the issuing banks might result in the bank’s inability or unwillingness to originate future credit products
in collaboration with us. In the current state, such a disruption of our issuing bank relationships principally would adversely
affect our ability to grow our investments in the point-of-sale and direct-to-consumer receivables.

Changes to consumer protection laws or changes in their interpretation may impede collection efforts or otherwise
adversely impact our business practices. Federal and state consumer protection laws regulate the creation and enforcement of
consumer credit card receivables and other loans. Many of these laws (and the related regulations) are focused on sub-prime
lenders and are intended to prohibit or curtail industry-standard practices as well as non-standard practices. For instance,
Congress enacted legislation that regulates loans to military personnel through imposing interest rate and other limitations and
requiring new disclosures, all as regulated by the Department of Defense. Similarly, in 2009 Congress enacted legislation that
required changes to a variety of marketing, billing and collection practices, and the Federal Reserve recently adopted significant
changes to a number of practices through its issuance of regulations. While our practices are in compliance with these changes,
some of the changes (e.g., limitations on the ability to assess up-front fees) have significantly affected the viability of certain
credit products within the U.S. Changes in the consumer protection laws could result in the following:

* receivables not originated in compliance with law (or revised interpretations) could become unenforceable and
uncollectible under their terms against the obligors;

* we may be required to credit or refund previously collected amounts;

« certain fees and finance charges could be limited, prohibited or restricted, which would reduce the profitability of
certain investments in receivables;

»  certain collection methods could be prohibited, forcing us to revise our practices or adopt more costly or less effective
practices;

* limitations on our ability to recover on charged-off receivables regardless of any act or omiss