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Our business is subject to a number of risks of which you should be aware before making a decision to invest in our securities.
The summarized risks described below are not the only risks that we face. The following summarized risks as well as risks and
uncertainties not currently known to us or that we currently deem to be immaterial may materially and adversely affect our
business, results of operations, financial condition, earnings per share, cash flow or the trading price of our common stock.
These summarized risks include, among others, the following: Risks Related to Our Business, Strategy and Growth ¢ A large
meaningful percentage of our gross originations #s-are concentrated with a single merchant, and any deterioration in the
business of, or in our relationship with this merchant or any other key merchant relationship or partner wewutd-could materially
and adversely affect our business, results of operations, financial condition and prospects. * If we are unable to attract additional
direct merehantmerchants partners-and retain and grow our relationships with our existing direct merekant-merchants
partrers-, our results of operations, financial condition, and prospects would be materially and adversely affected. « Unexpected
changes to consumer behavior could cause our proprietary algorithms and decisioning tools used in approving customers to no
longer be indicative of our customer' s ability to perform.s Our success depends on the effective implementation and continued
execution of our strategies.e If we fail to maintain customer satisfaction and trust in our brand , our business,results of
operations, financial condition and prospects would be materially and adversely affected. If we are unable to attract new
customers and retain and grow our relationships with our existing customers,or if attracting or retaining customers is not cost-
efficient,our results of operations,financial condition,and prospects would be materially and adversely affected.s Our estimates
of market opportunity and forecasts of market growth may prove to be inaccurate,and even if the market in which we compete
achieves -t-he—lts foreca%ted growth our business could farl to grow at irrrnlar rates,if at all.e

: ; ; ; : ; ~-The success and growth of our business
depend% upon our abrllty to Contrnuouely innovate and develop new product% and technologies. Risks Related ~Fo-the-extent
that-we-seek-to grow-through-futare-aequisitions-Our Indebtedness « We have substantial indebtedness , which may reduce
or-our other-strategie-investments-capability to withstand adverse developments or alianees;we-business conditions.» We
may not be able to de-se-effeetively-refinance our indebtedness on favorable terms,or at all . RisksRetated-te-Our inability
to refinance our Jndebtedness-indebtedness would -—We-have a material substantial-indebtedness;which-may-reduee-onr
eapabitity-to-withstand-adverse developments-effect on er-our business ,financial eonditions— condition,results of
operations,and prospects .° The lean-and-seeurity-agreement-(as-amended-the~Credit Agreement 2-governing the total
aggregate indebtedness under the sentorseeuredtermioan{Term Loan -and revelvingloan-faetity-(the—~Credit Facility 2}

includes restrictive covenants and financial maintenance covenants,which could restrict our operations or ability to pursue
growth strategies or initiatives ,including potential mergers and acquisitions opportunities .Failure to comply with these
covenants could result in an acceleration of repayment of the indebtedness under the Credit Agreement,which would have a
material adverse effect on our business,financial condition and results of operations.s A Change of Control as defined by our
Credit Agreement could accelerate our obligation to pay our outstanding indebtedness,and we may not have sufficient liquid
assets at that time to repay these amounts.F 1nancral Rrik% Related to Our Buqrne% * We have a hrstory of operatrng losqe% and
may not be profitable i in the future . ;

to cornply Wrth the applicable requrrement% of qua Mastercard or other payment processors, thoqe payment processors could
seek to fine us,suspend us or terminate our regrqtratrons which could have a materral adverse effect on our bu%rnesq ,results of

operations,financial condition,and prospects. 7 v
attributes-may-be-Hmited—Risks Relating-Related to Our Technology and Our Platform Real or percerved %oftware

errors, failures,bugs,defects,or outages could adversely affect our business,results of operations,financial condition,and
prospects.e Our results depend on continued integration and support of our platforms ,including {beth-theataptt-App-and-our
direct and / or waterfall integration technologies ¥, by our merchant partners.e We rely on KPay enabled third—party-merchants
to allow access to their stores through our mobile app and our desktop and mobile websites .« We are subject to stringent and
changing laws,regulations,rules,standards and contractual obligations related to data privacy and security,which could increase
the cost of doing business,compliance risks and potential liability and otherwise negatively affect our operating results and
business regulations.s Any significant disruption in,or errors in,service on our platform or relating to vendors,including events
beyond our control,could prevent us from processing transactions on our platform or posting payments and have a material and
adverse effect on our business,results of operations,financial condition,and prospects.s Data security breaches or other security
incidents with respect to our information technology systems,networks or data,or those of third parties upon which we rely,could
result in adverse consequences,including but not limited to regulatory investigations,litigation,fines and penalties,disruption of
our bu%rnes% operatrons reputatronal harm loss of revenue or proﬁts and 10§% of customers.® %rle—we—ta-ke—pfeeattt—reﬁs—te

obtain marntarn,protect defend and enforce our 1r1tellectual property and proprretary rights could harm our bu%rne%q operatrng
reqults and ﬁnancral condrtron Legal and Complrance Rl§k§ b b ; ;




are subject to sales,income and other taxes,which can be difficult and complex to calculate due to the nature of our businesses.A
failure to correctly calculate and pay such taxes,or an unfavorable outcome on uncertain tax positions we may record from time
to time,may result in substantial tax liabilities and a material adverse effect on several aspects of our performance.e If we fail to
establish and maintain effective internal control over financial reporting,our ability to accurately and timely report our financial
results Could be '1dve1§ely affected We have prev10usly 1dent1ﬁed €e-1=rt-1=e-‘rc0ntrol deficiencies that Wefe—rm—t—t&l-l—y—tdeﬂt—rﬁed-

affeeted-» We face risks related to the restatement of our prev1ou§1y 1ssued Consohdated financial statements and f1mnc1a1
information as of and for the fiscal year ended December 31,2022,as well as for the interim financial periods for 2022 and 2023
,which may adversely impact our business.* Delayed filing of our Annual Report on Form 10- K has made us currently
ineligible to use certain registration statements to register the offer and sale of securities,which could adversely affect our ability
to raise future capital or complete acquisitions or-te-issue-eguity-awards-* We arenotirhave previously fallen out of
compliance with Nas‘daq Ls requirement% for continued 1i§tin and tﬁany future failure to comply with Nasdaq ’ s dees-net

; A able-listing rales;requirements could result in our
common stock bemg -may—be—dehsted from -t-fad-rng—eﬁ—the Nasdaq Global Market,which could have a matenal adverse effect on

may—be—advefse}y—a-ffee’fed— Change% to tax laws or exposure to addltlonal tax habllmes may have a negame 1mpaet on our
operatlng results . We are subject to legal proceedmgs from time to tlme which seek matenal damages or othe1W1se may have a

mafeﬂ&Hy—aﬁd-&dvem}y—rmpaet—eﬁPbusrﬂess—Operatloml Rlsks Related to Our Busmess . Unceltaln market dnd economic

conditions have had,and may in the future have,serious adverse consequences on our business,financial condition and share
price.s Failure to effectlvely manage our costs could have a material adverse eﬁect on our profltablhty Neg&ﬁve—pubhert—y-

{-l‘rei-r—rﬂves{-me&t—as—a—fest&t— A descnptlon of the 11sks and uncertalntles dssomated Wlth our busmess is set forth below You
should carefully consider the risks and uncertainties described below,together with all of the other information in this Annual
Report on Form 10- K,including Part II,Item 7,* Management’ s Discussion and Analysis of Financial Condition and Results of
Operations ” and our financial statements and related notes appearing elsewhere in this Annual Report on Form 10-
K.Additional risks and uncertainties that we are unaware of,or that we currently believe are not material,may also become
important factors that adversely affect our business.If any of the risks actually occur,our business,financial condition,results of
operations and prospects could be materially and adversely affected.In that event,the trading price of our securities could
decline. RisksRelating-to-OurBusiness-and-ndustry-A {arge-meaningful percentage of our gross originations is-are
concentrated with a single merchant,and any deterioration in the business of,or in our relationship with,this merchant or any
other key merchant relationship or partner swewtd-could materially and adversely affect our business,results of
operations,financial condition,and prospects.We depend on continued relationships with Wayfair and other key merchants.Our
top merchant, Wayfair,represented approximately 47-36 % and 5449 % of our gross originations (which we define as the retail
price of the merchandise associated with lease- purchase agreements entered into threugh-the-Katapalt-platformand do not
represent revenue earned) for the fiscal years ended December 31, 2024 and 2023 and-2622-respectively .Gross originations
from Wayfair exclude transactions through Katapult Pay and only include transactions directly through the Wayfair
waterfall platform .Our top ten direct merchants ,which are merchants with whom we have a direct contractual
arrangement, in the aggregate represented approximately §+54 % and 83-67 % of our gross originations for the fiscal years
ended December 31, 2024 and 2023 and2622-respectively .The loss of any of our significant merchant partners,and in
particular the loss of Wayfair,would materially and adversely affect our business,results of operations,financial
condition,and prospects.In addition,a material modification in the merchant agreement with Wayfair or another
significant merchant or changes in the prominence of our solution on a significant merchant’ s website or prioritization
of our solution in a significant merchant’ s waterfall could adversely affect our business,results of operations,financial
condition,and prospects .There can be no guarantee that these direct merchant relationships will continue or, if they do
continue,that these relationships will continue to be successful. There is a risk that we may lose merchants for a variety of




reasons,including a failure to meet key contractual or commercial requirements,or if merchants shift to in- house
solutions (including providing a service competitive to us) or competitor providers.If our relationship with Wayfair or
another key merchant deteriorates,they choose to no longer partner with us,or choose to partner with a competitor,or
their business is negatively impacted by one or more factors,our business,results of operations,financial condition and
prospects will be materially and adversely affected.The concentration of a significant portion of our business and
transaction volume with a single merchant or a limited number of merchants exposes us disproportionately to
events,circumstances,or risks affecting such single merchant,such as Wayfair,or our other key merchants.For
example,supply chain issues have in the past and may in the future negatively impact the sales of many of our merchants
which in turn has contributed to a decline in our gross origination volume during the applicable periods.If our key
merchant partners,in particular Wayfair,are unable to acquire new customers or retain existing customers or are
otherwise negatively impacted by the macroeconomic and geopolitical conditions,our results of operations,financial
condition and prospects will be negatively impacted.We also depend on continued relationships with key partners that
assist in obtaining and maintaining our relationships with merchants.There is a risk that e- commerce platforms with
which we partner (such as Shopify,BigCommerce,WooCommerce,and Magneto) may limit or prevent Katapult from
being offered as a payment option at checkout.We also face the risk that our key partners could become competitors of
our business.If we are unable to attract additional direct merchants and retain and grow our relationships with our
existing direct merchants,our business,results of operations,financial condition,and prospects would be materially and
adversely affected.Our strategy to grow gross originations partially depends on our ability to maintain and grow our
relationships with current direct merchants,and to attract select new direct merchants that will stimulate consumer
demand on our platform.The attractiveness of our platform to merchants depends on,among other things,our brand and
reputation,our ability to sustain our value proposition to merchants for consumer acquisition,the attractiveness of our
platform to merchants,the services,products and consumer decision standards offered by our competitors,and our
ability to perform under,and maintain,our merchant agreements. The success of our business is dependent on customers
making payments on their leases when due and other factors affecting eustemer-consumer spending and default behavior that
are not under our control | » Unexpected changes to consumer spending...... prospects would be materially and adversely affected
. We generate substantially all of our revenue through payments on leases we provide to customers to obtain the merchandise of
our merchants and we bear the risk of non- payment or late payments by our customers. As such, the success of our business is
dependent on Cus‘tomer% makin pdvments on their ledses when due. We pllmarlly p10\ ide leases to non- prime customers who

employment deterloratmg

Gusfemer—speﬂd-mg—rﬁrlse—&ffeeted-bygeﬂefai-economlc condmons and other fdctors mcludum -l-eve}s—e-ﬁefnp-}eymeﬂt—but not
llmlted to dlSpOSdble eustomer-consumer meome festlﬁa-pﬁeﬂ-e—ﬁs&t&efﬁ—}e&n—fepaymef&s—mﬂatlon Fprevailinginterestrates;

yes in factors
y : s-could reduce
demand for our ploduets and services Iesultm;: in lower revenue and negatively impacting our business and our financial results.
In addition to reducing demand for our products, these factors may unfavorably impact our customers' ability or willingness to
make the-lease payments they-owe-us-in a timely manner or at all , resulting in increased customer payment delinquencies and
lease merchandlse write- oﬁs and demeased gross margins, which could dlSO matendlly and adv elsely 1mpaet our business,

epefa-t—teﬂs—&ﬂd-pfespeets—We belle\ e our ploprletary lease deemomno processes to be a kev to the success of our busmess The

decisioning processes assume behavior and attributes observed for prior customers, among other factors, are indicative of
perfonnance by our mtule Customels Unexpected chdnges n eﬂsfefneieconsumer behd\ ior caused by geﬂefa-l-changmg

mean that our deemomno tools may not function as mtended As a 1esu1t we may approve relatively-mere-customers that are
not able to perform, which would lead to increased customer payment delinquencies, increased ineidenee-and-eostsrelated-to
impairment-of property-heldfor-lcasc merchandise write- offs and decreased gross margins . When there are unexpected
changes to consumer behavior spending-patternis-, our decisioning process typically requires more frequent adjustments and the
application of management analysis of the interpretation and adjustment of the results produced by our decisioning tools. If Pue
to-the-there is a challenging macro environment rreeentmonths-, forexamplewe-expeet-we may need to make more frequent
adjustments to our decisioning process in the near term. If our decisioning tools are unable to accurately predict and respond to
changes to eustomer-consumer behaviors as a result of general economic or other factors, our ability to manage risk and avoid
charge- offs may be negatively affected, which may result in insufficient reserves and materially and adversely impact our



business, financial condition, results of operations and prospects. We are focused on our mission to provide innovative lease
financing solutions to non- prime customers and to enable everyday-essential transactions at the merchant point of sale. Growth
of our business, including through the launch of new product offerings, requires us to invest in or expand our customer data and
technology capabilities, engage and retain experienced management, and otherwise incur additional costs. For example, since
we launched the app in late 2022, transactions that were completed using KPay have grown to represent 32 % of our
total gross originations for the year ended December 31, 2024 Approx1mately 54 % of our 2024 gross originatlons
started w1th an interaction in our mobile app 4 4 o

the additional ettste-rner—consumer and merchant engagement with our offerings that we expect. If these or other strategic
initiatives are not successful longer- term, our competitiveness as well as our business and financial results may be materially
and adversely affected. Our inability to address these concerns or otherwise to achieve targeted results associated with our
initiatives could adversely affect our results of operations, or negatively impact our ability to successfully execute future
strategies, which may result in an adverse impact on our business and financial results. If we fail to maintain customer
satisfaction and trust in our brand, our business, results of operations, financial condition, and prospects would be materially and
adversely affected. We provide a lease- to- own financing option for qualified customers seeking to obtain durable goods from
omnichannel and e- commerce merchants. If customers do not trust our brand or do not have a positive experience, they will
not use our services and—be—unab}e— Consequently, our ablllty to retain customers and attract repeat business orretaitt

- Ey hants-is highly dependent on our reputation among
aﬁd—eﬁ—pes-itﬁe—reeemmeﬁd&&eﬁs—frem—our existing customers and merchants Any failure to maintain a consistently high level
of customer service, or a market perception that we do not maintain high- quality customer service, would adversely affect our
reputation and the number of positive customer referrals that we receive and the number of new and repeat customers. As a
result, our business, results of operations, financial condition, and prospects would be materially and adversely affected. Our
continued success depends on our ability to generate repeat use and increased gross originations from existing customers and to
attract new eustemers-consumers to our platform. Our ability to retain and grow our relationships with our customers depends
on the willingness of customers to use our products and services, including our mobile app and Katapult Pay. The attractiveness
of our Katapult App to eustemers-consumers depends upon, among other things, the number and variety of our merchants and
the mix of products and services available through our platform, our brand and reputation customer experience and satisfaction,
trust and perception of the value we provide, technological 1nnovation and the serv1ces products and customer decisioning
standards offered by our competitors. If we fail to reta ; : W
customers to our platform, products and services, or if we do not continually expand usage, repeat customers and gross
originations our results of operations ﬁnanc1al condition and prospects Would be materially and adversely affected —\Ve—spend

compete successfully Would materially and adversely affect our results of operations, financial condition and prospects. We
operate in a highly competitive industry. We face competition from a variety of businesses and new market entrants, including
competitors with lease- to- own products for e- commerce goods and other types of digital payment platforms. We face
competition from virtual lease- to- own companies, e- commerce retailers (including those that offer layaway programs ane-,
title or installment lending or buy now, pay later programs ), online sellers of used merchandise, and various types of
consumer finance companies that may enable our customers to shop at online retailers, as well as with online rental stores that
do not offer their customers a purchase option. These competitors may have significantly greater financial and operating
resources, greater name recognition and more developed products and services, which may allow them to grow faster. Greater
name recognition, or better public perception of a competitor’ s reputation, may help the competitor divert-take market share.
Some competitors may be willing to offer competing products on an unprofitable basis (or may have looser decisioning
standards or be willing to relax their decisioning standards) in an effort to gain market share, which could compel us to match
their pricing strategy or lose business. Moreover, prime lenders may loosen their underwriting standards and provide credit to
non- prime egstomers-consumers , which would impact our gross origination as well as the credit quality of our customers and
our business and results of operations. In addition, some of our competitors may be willing to lease certain types of products that
we will not agree to lease, enter into customer leases that have services, as opposed to goods, as a signiﬁcant portion of the lease
value, or engage in other practices related to pricing, compliance, and other areas that we will not, in an effort to gain market
share ateur-expense-. Our business relies heavily on relationships with our merchants. An-inerease-treempetittorr Competitors
undertaking these tactics could cause our merchants to ne-tonger-cease to offer enr-Katapult produet-products and-serviees-in
favor of our competitors, or to offer our product and the products of our competitors simultaneously, which could slow growth in
our business and limit or reduce profitability. Merchants could also develop their own in = house product that competes with our
product. Furthermore, virtual lease- to- own competitors may deploy different business models, such as direct- to- eusterrer
consumer strategies, that forego reliance on merchant relationships that may prove to be more successful. Our business-may



thc virtual lease- to- own market, and cxpectatron@ about market growth are subject to significant uncertamty and are based on
assumptions and estimates that may not prove to be accurate , including our expectation with respect to the retail
environment for home furnishings and other categories offered by our top merchant partners . Even if the markets in
which we compete meet our size estimates and growth expectations, our business could fail to grow for a variety of reasons,
which could adversely affect our results of operations . We rely on the accuracy of third- party data, and inaccuracies in
such data could adversely impact our approval process . We use data from third parties as part of our proprietary risk model
used-to assess whether a customer qualifies for a-one of our lease- purchase eption-options frema-metrehant. We are reliant on
these third parties to ensure that the data they provide is accurate. Inaccurate data could cause us to not approve transactions that
otherwise would have been approved, or instead, approve transactions that would have otherwise been denied and may lead to a
higher incidence of bad debts and could have an adverse impact on our results of operations and financial condition. Our
solution is a technology- driven platform that relies on innovation to remain competitive. The process of developing new
technologies and products is complex, and we build our own technology, using the latest in artificial intelligence and machine
learning (" A/ ML"), cloud- based technologies, and other tools to differentiate our products and technologies. See “ — We
utilize AI / ML, which could expose us to liability or adversely affect our business ” in “ Risks Related to Our Technology
and Our Platform > for more information. In addition, our dedication to incorporating technological advancements into our
platform requires significant financial and personnel resources . In addition, our investment of resources to develop new
products and talent-technologies and make changes or updates to our platform may be insufficient . Our development
efforts for swith-respeette-these initiatives d 0 opers ould divert capital and other
resources from other growth initiatives important to our bu%rnes@ In addition, the product and technological enhancements that
we introduce may not function as we intend, or may not generate the benefits that we expect. We operate in an industry
experiencing rapid technological change and frequent product introductions. We may not be able to make technological
improvements as quickly as demanded by our customers and merchants, which could harm our ability to attract customers and
merchants. In addition, we may not be able to effectively implement new technology- driven products and services as quickly as
competitors or be successful in marketing these products and services to customers and merchants. If we are unable to
successfully and timely innovate and continue to deliver a superior merchant and customer experience, the demand for our
products and technologies may decrease and our growth, business, results of operations, financial condition, and prospects could
be materially and adversely affected. Our failure to accurately predict the demand or growth of our new products and
technologies also could have a material and adverse effect on our business, results of operations, financial condition, and
prospects. New products and technologies are inherently risky, due to, among other things, risks associated with: the product or
technology not working, or not working as expected; customer and merchant acceptance; technological outages or failures; and
the failure to meet customer and merchant expectations. As a result of these risks, we could experience increased claims,
reputational damage, or other adverse effects, which could be material. The profile of potential customers using our new
products and technologies also may not be as attractive as the profile of the customers that we currently serve, which may lead
to higher levels of delinquencies or defaults than we have historically experienced. Additionally, we can provide no assurance
that we will be able to develop, commercrally market and achieve acceptance of our new products and tcchnologlei {-n—adeh-t-teﬁ—

predrct demand or growth Wlth respect to our new productq and tcchnologlei could have a matcrral and adverse effect on our

bu%lnei% results of operatloni ﬁnancral condition, and pro%pcct@ To the extent We—&t&&eﬂ—%whﬁh—eet&d—e*pese—us—te

fepufaﬁeﬂ—eeu}dﬂﬂffefe%w&em&dmﬂabﬂfﬁy—tllrouOh future acqulsltlons t-he—we}aﬁeﬁ—ef—}aﬁ%—&ﬂd—regt&aﬂeﬂs—ﬂﬁe}-
party-inteHeetual-property; privaey-, or other strateglc investments ﬂghfs—er—eenfraefs—te—ﬁ%eh—we—are—a—p&fy—ﬁﬁtherﬂ%l—%

: : ; i iro i i or alhances pfeduefs—&ﬂé
sewrees—PPﬂ&eﬁ*%tee}s—H&at—weﬂse-afe—éeﬁeteﬂt— -rnaeeﬂfate—er—eeﬁtfevefaa-l—we could incur operational inefficiencies,

competitive harm...... frameworks for Al / ML. We may not be able to do s0 effectlvely aﬂt-tenpate—hew—te—respeﬂd—te—ﬂ&ese

t-he—use-e-ﬁ*H—M-L— We may in the future seek to grow our bu%rnes@ by exploring potcntral acquisitions or other strategic
investments or alliances. We may not be successful in identifying businesses or opportunities that meet our acquisition or
expansion criteria. In addition, even if a potential acquisition target or other strategic investment is identified, we may not be



successful in completing such acquisition or integrating such new business or other investment. We may face significant
competition for acquisition and other strategic investment opportunities from other well- capitalized companies, many of which
have greater financial resources and greater access to debt and equity capital to secure and complete acquisitions or other
strategic investments, than we do. As a result of such competition, we may be unable to acquire certain assets or businesses, or
take advantage of other strategic investment opportunities that we deem attractive; the purchase price for a given strategic
opportunlty may be 51gn1ﬂcantly elevated or certain other terms or circumstances may be substantlally more onerous. -A:ny-

assurance that we will be able to manage our growth e*paﬂdmg—epefatmﬁs—effectlvelyefﬂaaewe—wﬁ-b&abmeﬁfmﬁtme
grow-, and any failure to do so could adversely affect our ability to generate revenue and control our expenses. Furthermore, we
may be responsible for any legacy liabilities of businesses we acquire or be subject to additional liability in connection with
other strategic investments. The existence or amount of these liabilities may not be known at the time of acquisition, or other
strategic investment, and may have an adverse effect on our business, results of operations, financial condition, and prospects.
We have incurred substantial indebtedness. As of December 31, 2623-2024 , the €reditFaeility-total aggregate indebtedness
under the senior secured Term Loan and RLOC of Katapult SPV- 1 LLC (the “ Borrower ”) was approximately $ 94+114 . +
5 million of principal outstanding with Midtown Madison Management LLC, as agent for various funds of Atalaya Capital
Management (the" Lender"). On March 6, 2023, in connection with the 15th amendment of our Credit Agreement, we
refinanced our indebtedness with the Lender and repaid $ 25. 0 million of principal on our outstanding term loan. On November
21, 2024, in connection with the 17th amendment of our Credit Agreement, the total facility amount increased from $ 75
million to $ 100 million. We, together with our wholly- owned subsidiary, Katapult Group, Inc., have guaranteed the
obligations of the Borrower under the Credit Agreement. Our payments on our outstanding indebtedness are significant in
relation to our revenue and cash flow, which exposes us to significant risk in the event of downturns in our business (whether
through competitive pressures or otherwise), our industry or the economy generally, since our cash flows would decrease but our
required payments under our indebtedness would not. Economic downturns may impact our ability to comply with the
covenants and restrictions in our Credit Agreement and to make payments on our indebtedness as they become due. Our overall
leverage and the terms of our Credit Faetlity-Agreement could also: * make it more difficult for us to satisfy obligations; ¢ limit
our ability to obtain additional financing in the future for working capital, capital expenditures or acquisitions; ¢ limit our ability
to service our indebtedness; ¢ limit our ability to adapt to changing market conditions; ¢ restrict us from making strategic
acquisitions or cause us to make non- strategic divestitures; ¢ require us to dedicate a significant portion of our cash flow from
operations to paying the principal and interest on our indebtedness, thereby limiting our ability to reach profitability and the
availability of our cash flow to fund future capital expenditures, working capital and other corporate purposes; ® limit our
flexibility in planning for, or reacting to, changes in our business and in our industry generally; and * place us at a competitive
disadvantage compared with competitors that have a less significant debt burden. In addition, the Credit Agreement, secured by
a pledge over all of the assets of the Borrower is guaranteed by us and our wholly- owned subsidiary, Katapult Group, Inc.,
which in turn is secured by a pledge over all of our assets and the assets of Katapult Group, Inc. terms-Our indebtedness
matures on June 4 , 2025 or-atal- Ourinabilityto-We are currently negotlatmg the feﬁnaﬁee-reﬁnancmg of our
indebtedness which may include extending the maturity date w v i
eonditiomresults-of operations;-the RLOC and prespeets-Term Loan Our ab111ty to reﬁnance 1ndebtedness W111 depend in part
on our operating and financial performance,which,in turn,is subject to prevailing economic conditions and to
financial,business,legislative,regulatory and other factors beyond our control.In addition,prevailing interest rates or other factors
at the time of refinancing could increase our interest expense.A refinancing of our indebtedness could also require us to comply
with more onerous covenants and further restrict our business operations.Our inability to refinance our indebtedness or to do so
upon attractive terms could materially and adversely affect our business,financial condition,results of operations,and prospects.
The Credit Agreement governing the Term Loan and Credit Facility includes restrictive covenants and financial maintenance
covenants, which could restrict our operations or ability to pursue growth strategies or initiatives , including potential mergers
and acquisitions opportunities . Failure to comply with these covenants could result in an acceleration of repayment of the
indebtedness under the Credit Agreement, which would have a material adverse effect on our business, financial condition and
results of operations. The Credit Agreement contains customary representations and warranties and customary affirmative and
negative covenants that restrict some of our activities. The negative covenants limit our ability to: incur additional indebtedness;
pay dividends, redeem stock or make other distributions; amend our material agreements; make investments; create liens;
transfer or sell the collateral for the Credit Agreement; make negative pledges; consolidate, merge, sell or otherwise dispose of
all or substantially all of our assets; and enter into certain transactions with affiliates. Non- scheduled repayments of certain
amounts under the Credit Agreement are subject to prepayment penalties, which would limit our ability to pay or refinance the
Credit Agreement. Our ability to meet these covenants could be affected by events beyond our control, and we may be unable to
satisfy them which would prevent us from pursuing certain growth strategies or initiatives due to this limitation. These or other
limitations could decrease our operating flexibility and our ability to achieve our operating objectives. The Credit Agreement
contains certain financial covenants. In particular, as of the end of each month, (1) we must maintain certain minimum Adjusted
EBITDA levels and certain minimum Tangible Net Worth representing our total assets less certain capital expenses, prepaid
expenses, intangible assets and total liabilities and (2) our Total Advance Rate (as defined in the Credit Agreement) may not




exceed certain thresholds. We must also maintain minimum liquidity of at least $ 10. 0 million in unrestricted cash and cash
equivalents as of any date of determination. These financial covenants are restrictive and failure to comply with these covenants
would have a material adverse effect on our business, financial condition, and results of operations. We have been in OnAprit
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future be unable to comply w1th our the

W : ; . In such event, if we are unable to negotiate with our
Lender for a waiver or dlspensatlon under the agreement, we would not be able to borrow under the Credit Agreement and our
Lender would have the right to terminate the loan commitments under the Credit Agreement and accelerate repayment of all
obligations under the Credit Agreement that would become due and payable immediately, which would have a material adverse
effect on our business, results of operations and financial position. If we do not have sufficient liquid assets to repay amounts
outstanding under the Credit Agreement, the Lender has the right to foreclose their liens against all of our assets and take
possession and sell any such assets to reduce any such obligations. Under our Credit Agreement, all of the outstanding loans are
required to be prepaid in full (together with accrued and unpaid interest and prepayment premium) and the revolving line of
credit (" RLOC") will terminate if a Change of Control (as defined in the Credit Agreement) occurs that is not approved by the
Lender. A Change of Control includes the occurrence of the following: (i) any ““ person ” or “ group ” (as such terms are used in
Sections 13 (d) and 14 (d) of the Securities Exchange Act of 1934, but excluding any employee benefit plan of such person or its
subsidiaries, and any person or entity acting in its capacity as trustee, agent or other fiduciary or administrator of any such plan)
becomes the “ beneficial owner ” (as defined in Rules 13d- 3 and 13d- 5 under the Securities Exchange Act of 1934, except that
a person or group shall be deemed to have *“ beneficial ownership ” of all securities that such person or group has the right to
acquire (such right, an * option right ), whether such right is exercisable immediately or only after the passage of time), directly
or indirectly, of 35 % or more of the equity securities of Katapult Holdings, Inc. entitled to vote for members of the board of
directors (on a fully- diluted basis (and taking into account all such securities that such person or group has the right to acquire
pursuant to any option right), and (ii) certain changes in the composition of our board of directors occurs during a twenty- four
month period which were not recommended or approved by at least a majority of directors who were directors at the beginning
of such twenty- four month period. In connection with the 15th amendment of our Credit Agreement, we repaid $ 25. 0 million
of principal on our outstanding Term Loan. As of December 31, 2623-2024 , we had $ 66-82 . 78 million of principal
outstanding under the RLOC. In addition, we had borrowings under our term-Term tean-Loan of $ 36-31 . 3-8 million
(including capitalized patd—tr—land-~PIK S-interest) as of December 31, 2623-2024 . If any specified Change of Control
occurs and the Lender accelerates these obligations, we may not have sufficient liquid assets to repay amounts outstanding under
the Credit Agreement. We may not be able to refinance our...... of operations, and prospects. We incurred a net loss of
approximately-$ 25. 9 million and $ 36. 7 mithenand-$40-—-=5-million during the fiscal years ended December 31, 2024 and
2023 and2022-, respectively. As of December 31, 2823-2024 , our accumulated deficit was approximately $ +22-148 . 5 million.
While our operating expenses decreased for the year ended December 31, 2623-2024 compared to the prior year, we may need
to further increase our operating expenses in the future in order to continue growing our business, attracting customers,
merchants and funding sources, and further enhancing and developing our products and platforms. As we expand our offerings
to additional markets, our offerings in these markets may be less profitable than the markets in which we currently operate.
These efforts may prove more expensive than we currently anticipate, and we may not succeed in increasing our revenue
sufficiently to offset these higher expenses. We may incur net losses in the future and may not be profitable on a quarterly or
annual basis. Our ability to timely raise capital in the future may be limited, or may be unavailable on acceptable terms, if at all.
The failure to raise capital when needed could harm our business, operating results and financial condition. Debt or equity
issued to raise additional capital may reduce the value of our common stock. We cannot be certain when or if the operations of
our business will generate sufficient cash to fund our ongoing operations or the growth of our business. We intend to make
investments to support and grow our business and may require additional funds to respond to business challenges, including the
need to develop or enhance our technology, expand our sales and marketing efforts or develop new products. Additional
financing may not be available on favorable terms, if at all. If adequate funds are not available on acceptable terms, we may be
unable to invest in future growth opportunities, which could harm our business, operating results and financial condition. If we
incur additional debt, the debt holders could have rights senior to holders of our common stock and / or existing debt to make
claims on our assets. The terms of any additional debt could have covenants which restrict our operations, including our ability
to pay dividends on our common stock, take specific actions, such as incurring additional debt, or make capital expenditures. If
we issue additional equity securities, stockholders will experience dilution, and the new equity securities could have rights
senior to those of our common stock including liquidation or other preferences. Because the decision to issue securities in the
future offering will depend on numerous considerations, including factors beyond our control, we cannot predict or estimate the
amount, timing or nature of any future issuances of debt or equity securities. As a result, stockholders will bear the risk of future
issuances of debt or equity securities reducing the value of their common stock and diluting their interest. Our revenue and
operating results have-varted-and-may fluctuate ir-the-fature-vary-, which could result in a fremquarter-to-quarter-and-by
season—Periods-of-decline haveresultedand-eoutd-in our the-futareresultinan-overalhdeelineinrprofitability and make it
more difficult for us to grow our business. Our revenue and operating results have varied, and may in the future vary,



from quarter to quarter and by season. Periods of decline have resulted, and could in the future result, in an overall
decline in profitability and make it more difficult for us to make payments on our indebtedness and grow our business. We
expect our quarterly results to fluctuate in the future due to a number of factors, including general economic conditions in the
markets where we operate, and the-eyeliealnatare-efcustomer spending patterns ., including the impact of holiday and
seasonal sales and tax refunds eonsumerspendingpatternis—. Any significant disruption or errors relating to our loan providers
and loan processor, could delay the processing of transactions on our platform or cause temporary fluctuations in cash use and
have a material and adverse effect on our business, results of operations, financial condition, and fatare-prospects. Pursuant to
our Credit Agreement, we are required to use a designated loan processor to validate customer purchases for funding our RLOC
and, thus, in the operation of our platform. The performance and accuracy of said loan processor is essential to our operations
and is critical to ensuring that loans are appropriately and timely funded. We rely on the designated loan processor to ensure
their systems, internal procedures, verification processes and facilities are protected against service interruptions, power or
telecommunications failures, criminal acts, and similar events. We may be harmed if there is a delay, disruption, or error in loan
validation. Further, if our arrangements with the designated loan processor is terminated, or if there is a lapse in service due to
errors, we could experience interruptions in the provision of our leases. We may also experience increased costs and difficulties
in funding leases or finding replacement loan providers or processors on commercially reasonable terms, on a timely basis, or at
all. In addition, in the event of error or interruption, we may be required to use cash to cover for any losses or uncovered leases
that might occur, albeit temporarily. This could reduce our available cash or cause reputational harm, any of which could have a
material and adverse effect on our business, results of operations, financial condition, and fitare-prospects. In December 2023,
the processor for our loan provider experienced a timing error in their validation processes. We alerted them to the error,
temporarily covering the approved leases with our cash and the issue was resolved in January 2024. Both our loan provider and
processor have since instituted changes to correct against similar interruptions in service, but there can be no assurance that a
similar error will not occur in the future. We rely on card issuers and payment processors. If we fail to comply with the
applicable requirements of Visa, Mastercard or other payment processors, those payment processors could seek to fine us,
suspend us or terminate our registrations, which could have a material adverse effect on our business, results of operations,
financial condition, and prospects. We rely on card issuers and payment processors , and must pay a fee for this service. From
time to time, payment processors such as Visa or Mastercard may increase the interchange fees that they charge for each
transaction using one of their cards. The payment processors routinely update and modify their requirements. Changes in the
requirements, including changes to risk management and collateral requirements, may impact our ongoing cost of doing business
and we may not, in every circumstance, be able to pass through such costs to our merchants or associated participants.
Furthermore, if we do not comply with the payment processors’ requirements (e. g., their rules, bylaws, and charter
documentation), the payment processors could seek to fine us, suspend us or terminate our registrations that allow us to process
transactions on their networks. The termination of our registration due to failure to comply with the applicable requirements of
our payment processors, or any changes in the payment processors’ rules that would impair our registration, could require us to
stop utilizing payment services from our payment processors, which could have a material adverse effect on our business, results
of operations, financial condition, and prospects. Our ability to use our net operating loss carry forwards and certain other
tax attributes may be limited. Under Section 382 of the Internal Revenue Code of 1986, as amended, or the Code, if a
corporation undergoes an “ ownership change", generally defined as a greater than 50. 0 % change (by value) in its equity
ownership over a three- year period, the corporation’ s ability to use its pre- change net operating loss carryforwards and other
pre- change tax attributes, such as research tax credits, to offset its post- change income may be limited or potentially
significantly deferred compared to such ability in the absence of an “ ownership change ”. The completlon of the Bustness
Combinattenr-merger of FinServ and Legacy Katapult and related transactlons may have triggered an ° OWIlerShlp change ”
limitation. We have not completed a formal study to determine if any “ ownership changes ” within the meaning of IRC Section
382 have occurred. If ““ ownership changes ” within the meaning of Section 382 of the Code have occurred, and if we earn net
taxable income, our ability to use our net operating loss carryforwards and other tax credits generated since inception to offset
U. S. federal taxable income may be subject to limitations, which could potentially result in increased future tax liability to us
and could require us to pay U. S. federal income taxes earlier than would be required if such limitations were not in effect.
Similar rules and limitations may apply for state income tax purposes. could incur operational inefficiencies,competitive
harm,legal liability,brand or reputational harm,or other adverse impacts on our business and financial results.In
addition,regulation of AI / ML is rapidly evolving worldwide as legislators and regulators are increasingly focused on these
powerful emerging technologies.The technologies underlying Al / ML and its uses are subject to a variety of laws and
regulations,including intellectual property,data privacy and security, eensamer-customer protection,competition,and equal
opportunity laws,and are expected to be subject to increased regulation and new laws or new applications of existing laws and
regulations.Al / ML is the subject of ongoing review by various U.S.governmental and regulatory agencies,and various
U.S.states and other foreign jurisdictions are applying,or are considering applying,their platform moderation,cybersecurity,and
data protection laws and regulations to Al / ML or are considering general legal frameworks for Al / ML.We Our platform and
our internal systems rely on software that is highly technical and complex. In addition, our platform and our internal systems
depend on the ability of such software to store, retrieve, manage and otherwise process immense amounts of data, including
personal data. As a result, undetected errors, failures, bugs, or defects may be present in such software or occur in the future in
such software, including open source software and other software we license in from third parties, especially when updates or
new products or services are released. Any real or perceived errors, failures, bugs, defects, or outages in such software maynot
pe-t and-could result in outages or degraded quality of service on our platform er
errors in our ﬁnanclal reportmg or charges to our customers that could adversely impact our business (including through
causing us not to meet contractually required service levels), as well as negative publicity, loss of or delay in market acceptance




of our products and services, and harm to our brand or weakening of our competitive position. In such an event, we may be
required, or may choose, to expend significant additional resources in order to correct the probtenrerror, failure, bug or defect
. Any real or perceived errors, failures, bugs, defects, or outages in the software we rely on could also subject us to liability
claims, result in data security breaches or other security incidents, impair our ability to attract new customers, retain existing
customers, or expand their use of our products and services, which would adversely affect our business, results of operations,
financial condition, and prospects . Our results depend on continued integration and support of our platforms, including
our integration with direct merchants . We depend on our merchant partners, which generally accept most major credit cards
and other forms of payment, to present our platform as a payment option and to integrate our platform into their website or in
therr store, such as by featurmg our platform on therr websrtes orin the1r stores and at checkout. We-do-nothave-any recoutse
y —The failure by our merchants to

effectrvely present 1ntegrate and support our platform or to effectrvely explaln lease- to- own transactions to potential
customers, would have a material and adverse effect on our business, results of operations, financial condition, and prospects. In
addition, as a result of user interface or design choices, a direct merchant could modify how our platform is presented as
a payment option, including adjustment of the priority of positioning. The presentation and positioning of our platform
by a direct merchant is up to the discretion of the merchant. A direct / waterfall may choose to position a competitor
ahead of us, reduce the prominence or positioning of our platform, or remove our platform as a payment option. We
may not have visibility that a change has been made until after the fact. Any change in our presentation or positioning
with a direct merchant could have a material and adverse effect on our business, results of operations, financial
condition, and prospects. We depend on KPay enabled third—party-merchants to continue to allow our customers to utilize our
platform 1nclud1ng our web51tes and rnobrle app , to access and buy goods at their stores. As a result We-do-nothave

i ants-, and-as-steh-there can be no assurance that we will be able to continue
to offer our customers access to any partrcular KPay enabled third—party-merchant te-our-enstomers-. The loss of our ability to
offer our customers access to KPay enabled third—party-merchants would have a material and adverse effect on our business,
results of operations, financial condition, and prospects. In the ordinary course of business, we collect, receive, store, generate,
use, transfer, disclose, make accessible, protect, secure, dispose of, transmit, share and otherwise process a wide variety of data
and information, including personal data and sensitive personal data, proprietary and confidential business data, trade secrets,
and intellectual property. For example, we process the personal data, including sensitive personal data, of customers, including
Social Security numbers. We are subject to numerous data privacy and security obligations, such as various laws, regulations,
rules, standards and contractual obligations that govern the processing of personal data by us or by third parties on our behalf. In
the United States, federal, state, and local governments have enacted numerous data privacy and security laws, regulations and
rules including data breach notification laws, personal data privacy laws, and eastomer-consumer protection laws. For example,
the Telephone Consumer Protection Act (“ TCPA ”) imposes specific requirements relating to marketing to individuals using
technology such as telephones, mobile devices, and text messages. TCPA violations can result in significant financial penalties,
including penalties or criminal fines imposed by the Federal Communications Commission or fines of up to $ 1, 500 per
violation imposed through private litigation or by state authorities. Class action suits are the most common method for private
enforcement. We are also subject to the rules and regulations promulgated under the authority of the FTC, which regulates
unfair or deceptive acts or practices, including with respect to data privacy and security. Moreover, the United States Congress
has recently considered, and is currently considering, various proposals for more comprehensive data privacy and security
legislation, to which we may be subject if passed. Data privacy and security are also areas of increasing state legislative focus
and we are, or may in the future become, subject to various state laws and regulations regarding data privacy and security. For
example, the CCPA broadly defines personal information, gives California residents expanded privacy rights and protections,
and provides for civil penalties for violations and a private right of action for certain data breaches. The CCPA is indicative of a
trend towards greater state- level regulation of data privacy and security in the U. S. A number of other states have enacted, or
are considering enacting, comprehensive data privacy laws that share similarities with the CCPA. In addition, laws in all 50 U.
S. states generally require businesses to provide notice under certain circumstances to customers whose personal data has been
disclosed as a result of a data breach. For additional information on data privacy and security laws, regulations and rules we are,
or may in the future become, subject to, see the section titled “ Business — Government Regulation. ” In addition, privacy
advocates and industry groups have proposed, and may propose, data privacy and security standards with which we are legally
or contractually bound to comply. For example, we may also be subject to the Payment Card Industry Data Security Standard (*
PCI DSS ”), which requires companies that process payment card data to adopt certain measures to ensure the security of
cardholder information, including using and maintaining firewalls, adopting proper password protections for certain devices and
software, and restricting data access. Noncompliance with PCI- DSS can result in significant penalties or liability, litigation, loss
of access to major payment card systems, damage to our reputation, and revenue losses. We may also rely on vendors to process
payment card data, and those vendors may be subject to PCI DSS, and our business may be negatively affected if our vendors
are fined or suffer other consequences as a result of PCI DSS noncompliance. We also make public statements about our use and
disclosure of personal data through our privacy policies, information on our website and press statements. Although we
endeavor to comply with our public statements and documentation, we may at times fail to do so or be alleged to have failed to
do so. The publication of our privacy policies and other statements that provide promises and assurances about data privacy and
security can subject us to potential government or legal action if they are found to be deceptive, unfair or misrepresentative of
our actual practices. Any concerns about our data privacy and security practices, even if unfounded, could damage our
reputation and adversely affect our business. Increasingly, some aspects of our business may be reliant on our ability to have our
products and services be accepted by or compatible with a third- party platform, and any inability to do so could negatively
impact our business. As a result, we may be required to change the way we market our products. Any of these developments




could impair our ability to reach new or existing customers or otherwise negatively affect our operations. In addition, the CCPA
grants California residents the right to opt- out of a business' s sharing of their personal information for targeted advertising
purposes. Our obligations related to data privacy and security are quickly changing in an increasingly stringent fashion, creating
some uncertainty as to the effective future legal framework. Additionally, these obligations may be subject to differing
applications and interpretations, which may be inconsistent or conflict among jurisdictions. Preparing for and complying with
these obligations requires significant resources and may necessitate changes to our information technologies, systems, and
practices and to those of any third parties that process personal data on our behalf. In addition, these obligations may require us
to change our business model. Our business model materially depends on our ability to process personal data, so we are
particularly exposed to the risks associated with the rapidly changing legal landscape. For example, we may be at heightened
risk of regulatory scrutiny, and any changes in the regulatory framework could require us to fundamentally change our business
model. Although we endeavor to comply with all applicable data privacy and security laws, regulations, rules, standards, and
contractual obligations, we may at times fail (or be perceived to have failed) to do so. Moreover, despite our efforts, our
personnel or third parties upon whom we rely may fail to comply with such obligations, which could negatively impact our
business operations and compliance posture. For example, any failure by a third- party service provider to comply with
applicable laws, regulations, rules, standards and contractual obligations could result in adverse effects, including inability to or
interruption in our ability to operate our business and proceedings against us by governmental entities or others. If we fail, or are
perceived to have failed, to address or comply with data privacy and security obligations, we could face significant
consequences. These consequences may include, but are not limited to, government enforcement actions (e. g., investigations,
fines, penalties, audits, inspections, and similar); litigation (including class claims; damages); additional reporting requirements
and / or oversight; bans on processing personal data; and orders to destroy or not use personal data. Any of these events could
have a material adverse effect on our reputation, business, or financial condition, including but not limited to: loss of customers;
interruptions or stoppages in our business operations; interruptions or stoppages of data collection needed to train our
algorithms; inability to process personal data or to operate in certain jurisdictions; limited ability to develop or commercialize
our products; expenditure of time and resources to defend any claim or inquiry; adverse publicity; or revision or restructuring of
our operations. We use vendors, such as our cloud computing web services provider, virtual card processing companies, and
third- party software providers, in the operation of our platform. The satisfactory performance, reliability, and availability of our
technology and our underlying network and infrastructure are critical to our operations and reputation and the ability of our
platform to attract new and retain existing merchants and customers. For example, Katapult Pay utilizes a third- party
payment processor, the interruption of which could cause a decrease in the performance, reliability and availability of
Katapult Pay. In addition, via Katapult Pay, certain leases are originated by our issuing bank partner and then
disbursed to merchants via single- use virtual cards facilitated through our partnership with an issuer processor. This
issuer processor issues single- use virtual cards through Sutton Bank, its issuing bank partner, which allow leases
facilitated through our platform to be processed over the card network. Such leases facilitated through our platform can
be used at merchants where we are not integrated at checkout, allowing consumers to complete purchases with virtual
cards just as they would with a standard credit or debit card. In the event that our issuer processor or the issuing bank
partner become unable or unwilling to facilitate the disbursements to merchants and we are unable to reach an
agreement with another third- party partner, such loans would no longer be able to be facilitated through our Katapult
Pay platform. We also rely on these vendors to protect their systems, networks and facilities against damage or service
interruptions from natural disasters, power or telecommunications failures, air quality issues, environmental conditions,
computer viruses, cyber- attacks or other attempts to harm these systems, data security breaches or other security incidents,
criminal acts, and similar events. If our arrangement with a vendor is terminated or if there is a lapse of service or damage to its
systems, networks or facilities, we could experience interruptions in our ability to operate our platform. We also may experience
increased costs and difficulties in replacing that vendor and replacement services may not be available on commercially
reasonable terms, on a timely basis, or at all. Any interruptions or delays in our platform availability, whether as a result of a
failure to perform on the part of a vendor, any damage to one of our vendor’ s systems, networks or facilities, the termination of
any of our third- party vendor agreements, software bugs or failures, our or our vendor’ s error, natural disasters, terrorism, other
man- made problems, or data security breaches or other security incidents, whether accidental or willful, or other factors, could
harm our relationships with our merchants and customers and also harm our reputation. In addition, we source certain
information from third parties. For example, our risk scoring model is based on algorithms that evaluate a number of factors and
currently depend on sourcing certain information from third parties. In the event that any third- party from which we source
information experiences a service disruption, whether as a result of maintenance, software bugs or failures, natural disasters,
terrorism, other man- made problems, or data security breaches or other security incidents whether accidental or willful, or
other factors, the ability to score and decision lease- to- own applications through our platform may be adversely impacted.
Additionally, there may be errors contained in the information provided by third parties. This may result in the inability to
approve otherwise qualified applicants through our platform, which may adversely impact our business by negatively impacting
our reputation and reducing our transaction volume. To the extent we use or are dependent on any particular third- party data,
technology, or software, we may also be harmed if such data, technology, or software becomes non- compliant with existing
laws, regulations, rules or standards, becomes subject to third- party claims of intellectual property infringement,
misappropriation, or other violation, or malfunctions or functions in a way we did not anticipate. Any loss of the right to use any
of this data, technology, or software could result in delays in the provisioning of our products and services until equivalent or
replacement data, technology, or software is either developed by us, or, if available, is identified, obtained, and integrated, and
there is no guarantee that we would be successful in developing, identifying, obtaining, or integrating equivalent or similar data,
technology, or software, which could result in the loss or limiting of our products, services, or features available in our products



or services. In addition, in the event of damage or interruption, our insurance policies may not adequately compensate us for any
losses that we may incur. Our disaster recovery plan has not been tested under actual disaster conditions, and we may not have
sufficient capacity to recover all data and services in the event of an outage. These factors could prevent us from processing
transactions or posting payments on our platform, damage our brand and reputation, divert the attention of our employees,
reduce our revenue, subject us to liability, and cause customers or merchants to abandon our platform, any of which could have
a material and adverse effect on our business, results of operations, financial condition, and prospects. If major mobile
application distribution channels change their standard terms and conditions in a manner that is detrimental to us, or
suspend or terminate their existing relationship with us, our business, financial condition and results of operations may
be materially and adversely affected. We currently cooperate with Apple’ s app store and major PRC- based Android
app store to distribute the Katapult app to users. As such, the promotion, distribution and operation of our application
are subject to such distribution platforms’ standard terms and policies for application developers, which are subject to
the interpretation of, and frequent changes by, these distribution channels. If these third- party distribution platforms
change their terms and conditions in a manner that is detrimental to us, or refuse to distribute our application, or if any
other major distribution channel with which we would like to seek collaboration refuses to collaborate with us in the
future on commercially favorable terms, our business, financial condition and results of operations may be materially
and adversely affected. Data security breaches or other security incidents with respect to our information technology systems,
networks or data, or those of third parties upon which we rely, could result in adverse consequences, including but not limited to
regulatory investigations or actions, litigation, fines and penalties, disruptions of our business operations, reputational harm, loss
of revenue or profits, and loss of customers. Cyber- attacks, malicious internet- based activity, and online and offline fraud are
prevalent and continue to increase. These threats are becoming increasingly difficult to detect. These threats come from a variety
of sources, including traditional computer ““ hackers, ” threat actors, personnel (such as through theft or misuse), sophisticated
nation states, and nation- state- supported actors. Some actors now engage and are expected to continue to engage in cyber-
attacks, including without limitation nation- state actors for geopolitical reasons and in conjunction with military conflicts and
defense activities. During times of war and other major conflicts, we and the third parties upon which we rely may be vulnerable
to a heightened risk of these attacks, including cyber- attacks, that could materially disrupt our systems, networks and
operations, supply chain, and ability to produce, sell and distribute our goods and services. The automated nature of our business
and our reliance on digital technologies may make us an attractive target for, and potentially vulnerable to cyber- attacks. We
and the third parties upon which we rely may be subject to a variety of evolving threats, including but not limited to: computer
malware (including as a result of advanced persistent threat intrusions), malicious code (such as viruses and worms), social
engineering (including phishing attacks), ransomware attacks, denial- of- service attacks (such as credential stuffing), personnel
misconduct or error, supply- chain attacks, software bugs, server malfunctions, software or hardware failures, loss of data or
other information technology assets, adware, telecommunication failures, earthquakes, fires, floods, and other similar threats.
Ransomware attacks, including by organized criminal threat actors, nation- states, and nation- state- supported actors, are
becoming increasingly prevalent and severe and can lead to significant interruptions in our operations, loss of data and income,
reputational harm, and diversion of funds. Extortion payments may alleviate the negative impact of a ransomware attack, but we
may be unwilling or unable to make such payments due to, for example, applicable laws or regulations prohibiting such
payments. Similarly, supply- chain attacks have increased in frequency and severity, and we cannot guarantee that third parties
and infrastructure in our supply chain or our third- party partners’ supply chains have not been compromised or that they do not
contain exploitable defects or bugs that could result in a breach of or disruption to our information technology systems and
networks (including our products or services) or the third- party information technology systems and networks that support us
and our services. We are incorporated into the supply chain of a large number of companies worldwide and, as a result, if our
products are compromised, a significant number of companies could be simultaneously affected. The potential liability and
associated consequences we could suffer as a result of such a large- scale event could be catastrophic and result in irreparable
harm. Cybersecurity risks may be heightened as a result of ongoing military conflicts such as military conflict between Russia
and Ukraine and the related sanctions imposed by the United States and other countries or the ongoing Israet--Hamas-eonfliet
conflicts in the Middle East . Furthermore, future or past business transactions (such as acquisitions or integrations) could
expose us to additional cybersecurity risks and vulnerabilities, as our systems and networks could be negatively affected by
vulnerabilities present in acquired or integrated entities’ systems, networks and technologies. Any of the above identified or
similar threats could cause a data security breach or other security incident. A data security breach or other security incident
could result in unauthorized, unlawful, or accidental acquisition, modification, destruction, loss, alteration, encryption,
disclosure, transfer, use or other processing of, or access to our, our customers’, our vendors’ or our merchants’ confidential,
proprietary, personal or other information. A data security breach or other security incident could disrupt our ability (and that of
third parties upon whom we rely) to provide our platform, products, or services. We may expend significant resources in
connection with investigating, mitigating or remediating, or modifying our business activities to protect against, actual or
perceived data security breaches or other security incidents. Certain data privacy and security obligations may require us to
implement and maintain specific security measures, as well as maintain industry- standard or reasonable security measures to
protect our information technology systems and networks which contain confidential, proprietary, personal and other
information. While we have implemented security measures designed to protect against data security breaches and other security
incidents, there can be no assurance that these measures will be effective. We may be unable in the future to detect
vulnerabilities in our information technology systems and networks (including our products or services) because such threats
and techniques change frequently, are often sophisticated in nature, may not be detected until after a security incident has
occurred, and may see their frequency increased and effectiveness enhanced, by the use of A/ ML. Despite our efforts to
identify and remediate vulnerabilities, if any, in our information technology systems and networks (including our products or



services), our efforts may not be successful. Further, we may experience delays in developing and deploying remedial measures
designed to address any such identified vulnerabilities. We may-rely upon third- party service providers and technologies to
operate critical business systems to process confidential, proprietary, personal and other information in a variety of contexts,
including, without limitation, third- party providers of cloud- based infrastructure, virtual card processing, encryption and
authentication technology, employee email, and other functions. We may share or receive confidential, proprietary, personal or
other information with or from third parties. Our ability to monitor these third parties’ information security practices is limited,
and these third parties may not have adequate information security measures in place. Due to applicable laws, regulations, rules,
standards and contractual obligations, we may be held responsible for data security breaches or other security incidents
attributed to our third- party service providers as they relate to the information we share with them. Any actual or perceived
failure to comply with legal and regulatory requirements applicable to us, including those relating to data privacy and security,
or any failure to protect the information that we collect from our customers and merchants, including personal information, from
cyber- attacks, data security breaches or other security incidents, or any such actual or perceived failure by our originating bank
partners, may result in, among other things, revocation of required licenses or registrations, loss of approved status, private
litigation, regulatory or governmental investigations, administrative enforcement actions, sanctions, civil and criminal liability,
and constraints on our ability to continue to operate. Applicable data privacy and security laws, regulations, rules, standards and
contractual obligations may require us to notify relevant stakeholders of data security breaches and other security incidents.
Such disclosures are costly, and the disclosure or the failure to comply with such requirements could lead to adverse
consequences. If we (or a third party upon whom we rely) experience, or are perceived to have experienced, a data security
breach or other security incident, or fail to make adequate or timely disclosures to the public, regulators or law enforcement
agencies following any such event, we may experience adverse consequences. These consequences may include: interruptions
to our operations (including availability of data), violation of applicable data privacy and security laws, regulations, rules,
standards and contractual obligations; litigation (including class claims), damages, an obligation to notify regulators and affected
individuals, the triggering of indemnification and other contractual obligations, government enforcement actions (for example,
investigations, fines, penalties, audits, and inspections); additional reporting requirements and / or oversight; restrictions on
processing personal and other sensitive data; negative publicity; reputational damage; loss of customers and ecosystem partners;
monetary fund diversions; financial loss; and other similar harms. Additionally, our originating bank partners also operate in a
highly regulated environment, and many laws and regulations that apply directly to our originating bank partners are indirectly
applicable to us through our arrangements with our originating bank partners. Our contracts may not contain limitations of
liability, and even where they do, there can be no assurance that limitations of liability in our contracts are sufficient to protect
us from liabilities, damages, or claims related to our data privacy and security obligations. We cannot be sure that our insurance
coverage will be adequate or sufficient to protect us from or to mitigate liabilities arising out of our data privacy and security
practices, that such coverage will continue to be available on commercially reasonable terms or at all, or that such coverage will
pay future claims. While we take precautions to prevent customer identity fraud, it is possible that identity fraud may still
occur or has occurred, which may adversely affect the performance of the lease- to- own transactions facilitated through
our platform. There is risk of fraudulent activity associated with our platform, customers, and third parties handling customer
information. Our resources, technologies, and fraud prevention tools may be insufficient to accurately detect and prevent fraud.
We bear the risk of loss for lease- to- own transactions facilitated through our platform. The level of fraud related charge- offs
on the lease- to- own transactions facilitated through our platform could be adversely affected if fraudulent activity were to
significantly increase. We bear the risk of customer fraud in a transaction involving us, a customer, and a merchant, and we
generally have no recourse to the merchant to collect the amount owed by the customer. Significant amounts of fraudulent
cancellations or chargebacks and the potential cost of remediation could adversely affect our business or financial condition.
High profile fraudulent activity or significant increases in fraudulent activity could also lead to regulatory intervention, negative
publicity, and the erosion of trust from our customers and merchants, and could materially and adversely affect our business,
results of operations, financial condition, prospects, and cash flows. Our business depends on intellectual property and
proprietary technology and information, the protection of which is crucial to the success of our business. We rely on a
combination of patent, copyright, trademark, and trade secret laws in the United States, as well as license agreements,
confidentiality procedures, non- disclosure agreements, and other contractual protections, to establish and protect our intellectual
property and proprietary rights, including our proprietary technology, software, know- how, and brand. Although we take steps
to protect our intellectual property and proprietary rights, we cannot be certain that the steps we have taken will be sufficient or
effective to prevent the unauthorized access, use, copying, reverse engineering, infringement, misappropriation or other
violation of our intellectual property and proprietary technology and information, including by third parties who may use our
intellectual property or proprietary technology or information to develop services that compete with ours. We may not be able to
register or enforce all of our trademarks and any of our trademarks or other 1ntellectual property rlghts may be challenged by
others r-we-may-be-subjeet-to-elaims-by-third parties-that-we-have : Wisey

busiftess;-operating-results-an ot saffer—Further, we lrcense certain technology, software “data and other
1ntellectual property from third part1es that are important to our business. Our business may suffer if any current or future
licenses or other grants of rights to us terminate, if the licensors (or other applicable counterparties) fail to abide by the terms of
the license or other applicable agreement, if the licensors fail to enforce the licensed intellectual property against infringing third
parties or if the licensed intellectual property rights are found to be invalid or unenforceable . We have in the past, and may in



the future, be accused of infringing intellectual property rights of third parties which may materially and adversely
affect our business, financial condition, and results of operations. Third parties may claim that the technology used in the
operation of our business infringes upon their intellectual property rights. For example, on September 30, 2024,
FlexShopper filed a complaint against us in the United States District Court for the Eastern District of Texas Marshall
Division. The complaint alleges infringement of certain patents referenced in the complaint, and seeks, among other
relief, injunctive relief and monetary damages (including attorneys’ fees) and we cannot be certain of the ultimate
outcome of these legal proceedings. If FlexShopper prevails in this ongoing litigation, we could be enjoined or be ordered
to pay significant damages, either of which would have a material and adverse impact on our business. Even if we
ultimately prevail in the FlexShopper litigation or other such litigation, this type of litigation is time- consuming and
costly to defend, resulting in the diversion of significant operational resources and potential changes to our business
model. Our involvement in intellectual property disputes and any failure to adequately protect our intellectual property
rights may cause our business, operating results and financial condition to suffer. In addition, during the course of this
kind of litigation, there could be public announcements of the results of hearings, motions or other interim proceedings
or developments. If securities analysts or investors perceive these results to be negative, it could have a substantial
adverse effect on the price of our common stock. The possibility of intellectual property claims against us increases as we
continue to grow. Such claims, with or without merit, may result in our expenditure of significant financial and
management resources, injunctions against us or payment of damages. We may need to obtain licenses from third
parties who allege that we have infringed their rights, but such licenses may not be available on terms acceptable to us or
at all. Even if a license is available, we could be required to pay significant royalties, which would increase our operating
expenses. As a result, we may be required to develop alternative non- infringing technology, which could require
significant effort and expense. These risks have been amplified by the increase in third parties whose sole or primary
business is to assert such claims. The outcome of any claims, investigations and proceedings is inherently uncertain, and
in any event, defending against these claims could be both costly and time- consuming and could significantly divert the
efforts and resources of our management and other personnel. An adverse determination in any such litigation or
proceedings could cause us to pay damages, as well as legal and other costs, limit our ability to conduct business or
require us to change the manner in which we operate. Qur business is subject to the requirements of various federal,
state and local laws and regulations, which can require significant compliance costs and expose us to government
investigations, significant additional costs, fines or other monetary penalties or settlements, and compliance- related
burdens . Our business is subject to extensive federal, state and local laws and regulations and an increased risk of regulatory
actions as a result of the highly regulated nature of our industry and the focus of state and federal enforcement agencies on the
lease- to- own industry in particular. Any adverse change in applicable laws or regulations, the passage of unfavorable new laws
or regulations, or the manner in which any applicable laws and regulations are interpreted or enforced could dictate changes to
our business practices that may be materially adverse to the Company. Further, our transactions are subject to various federal
and state laws and regulations which may result in significant compliance costs as well as expose us to litigation. In particular,
our rental- purchase transactions and the customer- facing operations related thereto, such as collections and marketing, are
subject to various other federal, state and / or local consumer protection laws. These laws, as well as the rental- purchase statutes
under which we operate, provide various remedies in connection with violations, including restitution and other monetary
penalties and sanctions which in certain circumstances can be significant. We cannot determine with any degree of certainty
whether any new laws or regulations will be enacted, or whether government agencies will initiate new or different
interpretations of existing laws. The impact of new laws and regulations, or modifications by regulators concerning the
interpretation or enforcement of existing laws, on our business is not known; however, any such changes could materially and
adversely impact our business. The laws and regulations applicable to our operations are subject to agency, administrative and /
or judicial interpretation. Some of these laws and regulations have been enacted only recently and / or may not yet have been
interpreted or may be interpreted infrequently. As a result of non- existent or sparse interpretations, ambiguities in these laws
and regulations may create uncertainty with respect to the requirements of any applicable laws and regulations. Any ambiguity
under a law or regulation to which we are subject may lead to regulatory investigations, governmental enforcement actions and
private causes of action, such as class action lawsuits, with respect to our compliance with such laws or regulations. Federal and
state agencies have increased their focus on consumer financial products and services. State law enforcement agencies and
regulators appear to have increased their scrutiny of entities operating within the personal property rental- purchase, or * lease-
to- own ”, industry. For example, in July 2023, the Consumer Financial Protection Bureau filed a case in federal district court in
Utah again Snap Finance alleging, in summary, that certain rent- to- own transactions were credit transactions falling under
federal law. Further, the California Department of Financial Protection and Innovation (‘“ DFPI ) has issued subpoenas and is
conducting investigations into practices of entities operating within the personal property rental- purchase industry. Similarly,
state attorneys general also appear to have increased their scrutiny of the industry. As of the date of this filing, the Company has
not received investigatory demands from California DFPI or state attorneys general. However, there can be no assurance that the
Company will not be included in future actions of the same or similar nature and, if it is, that it would not lead to an enforcement
action, consent order, or substantial costs, including legal fees, fines, penalties, and remediation expenses. For information on
data privacy and security laws, regulations, rules, standards and contractual obligations we are, or may in the future become,
subject to, and the associated risks to our business, see the section titled “ Risk Factors — Risks Relating-Related to Our
Technology and Our Platform — We are subject to stringent and changing laws, regulations, rules, standards and contractual
obligations related to data privacy and security, which could increase the cost of doing business, compliance risks and potential
liability and otherwise negatively affect our operating results and business. ” The application of indirect taxes, such as sales tax,
continues to be a complex and evolving issue, particularly with respect to the lease- to- own industry generally and our virtual



lease- to- own business more specifically. Many of the fundamental statutes and regulations that impose these taxes were
established before the growth of the lease- to- own industry and e- commerce and, therefore, in many cases it is not clear how
existing statutes apply to our business. In addition, governments are increasingly looking for ways to increase revenues, which
has resulted in discussions about tax reform and other legislative action to increase tax revenues, including through indirect
taxes. Thls also may result in other ad\ erse changes in or mterpletdtlons of existing sales, income and other tax regulations.

aHea 158 applies may fail to allocate sales tax correctly fer-every
Wthh Could result in over- reporting or under- reporting revenue and
sales tax expense . Our audltors have 1ssued a going concern opinion, and we will not be able to achieve our objectives
and will have to cease operations if we cannot refinance our indebtedness and adequately fund our operations. We
believe that we will not have sufficient cash available to pay off our existing indebtedness upon maturity. As a result, our
auditors issued a going concern opinion in connection with the audit of our financial statements for the fiscal year ended
December 31, 2024, which means that there is substantial doubt that we can continue as an ongoing business for the next
12 months. The inclusion of an explanatory paragraph in the audit opinion regarding substantial doubt about our ability
to continue as a going concern and our lack of cash resources may materially adversely affect our share price and our
ability to raise new capital or to enter into critical contractual relationships with third parties. While we intend to
refinance our indebtedness, there can be no assurance that we will be able to secure such financing or adequately fund
our operations, and we may be forced to liquidate our assets or discontinue our operations. The values we receive for our
assets in liquidation or dissolution could be significantly lower than the values reflected in our financial statements. Our
financial statements do not include any adjustments to the amounts and classifications of assets and liabilities that might
be necessary should we be unable to continue as a going concern. If we cannot continue as a going concern, our
stockholders would likely lose most, if not all, of their investment in us . We are required to comply with a variety of
reporting, accounting and other rules and regulations. As a public reporting company subject to the rules and regulations
established from time to time by the SEC and Nasdaq, we are required to, among other things, establish and periodically
evaluate procedures with respect to our disclosure controls and procedures. In addition, as a public company, we are required to
document and test our internal control over financial reporting pursuant to Section 404 of the Sarbanes- Oxley Act of 2002 so
that our management can certify, on an annual basis, that our internal control over financial reporting is effective. As such, we
maintain a system of internal control over financial reporting, but there are limitations inherent in internal control systems. A
control system can provide only reasonable, not absolute, assurance that the objectives of the control system are met. In addition,
the design of a control system must reflect the fact that there are resource constraints and the benefit of controls must be
appropriate relative to their costs. Furthermore, compliance with existing requirements is expensive and we may need to
implement additional finance and accounting and other systems, procedures and controls to satisfy our reporting requirements. If
our internal control over financial reporting is determined to be ineffective, such failure could cause investors to lose confidence
in our reported financial information, negatively affect the market price of our common stock, subject us to regulatory
investigations and penalties, and ad\ ersely 1mpdct our busmess and flmncml condmon We prevmusly 1dent1fied Geﬂ{-re-l-
control deficiencies that w
eﬂded-BeeembeH—l—Z@-lQ—aﬂd%@-h‘}—&ﬂd-m the aégregate Constltuted mdterldl W edknesses for whlch we 1mplemented certaln
remediation measures . f-eenneetionwith-This remediation is now complete. However, we may identify additional
material weaknesses in the audit-future that may cause us to fail to meet our reporting obligations or result in material
misstatements of our financial statements . If we fail to remediate any material weaknesses for— or if we otherwise fail to

estabhsh ﬂ&e—ﬁsea—l—ye&rs—eﬂded—Beeerﬂ-beHHGQ%and maintain effectlve %G%ew%ﬂdepertdefrt—regﬂfered-pﬁbhe—aeeeﬂ&&ﬂg

dlsclosure controls and procedures, our ablhty to accurately and timely report our financial results could be adversely
affected . A material weakness is a deficiency, or a combination of deficiencies, in internal control over financial reporting such
thdt there is a reasondble poss1b111ty that a material mlsstdtement of our financial stdtements will not be pre\ ented or detected on

related to (1) an insufficient numbe1 of pe1s0nnel with an appropriate lex el of generally accepted accounting prlnclples "
GAAP ") knowledge and experience to create the proper control environment for effective internal control over financial
reporting and to ensure that oversight processes and procedures in applying nuanced guidance to complex accounting
transactions for financial reporting are adequate, and (2) a lack of controls in place to review journal entries and account
reconciliations, reconcile journal entries to underlying support and evaluate if journal entries are in compliance with GAAP
before the entries are manually posted —Fhese-, were initially identified in 2020 and in the aggregate constituted material
weaknesses were-notremediated-as-. In connection with the audit of our financial statements for the fiscal years ended



December 31, 2022 and 2021, our independent registered public accounting firm noted these control deficiencies in the
design and implementation of our internal control over financial reporting. Additional control issues were discovered
during the preparation of our consolidated financial statements for the year ended December 31, 2023 and-havenotbeen
remediated-as-, which resulted in material misstatements of our revenue and sales tax payable in certain prior periods. As
a result, we determined that our previously issued financial statements included in the fiing-efthis-Annual Report on
Form 10- K for the year ended December 31, 2022 and the relevant quarterly periods and filings discussed below in the
risk factor “ — We face risks related to the restatement of our previously issued consolidated financial statements and
financial information as of and for the fiscal year ended December 31, 2022, as well as for the interim financial periods
for 2022 and 2023 —As-part-ef, which may adversely impact our plarr-business ” should no longer be relied upon and have
been restated. We subsequently designed and implemented controls to remediate these--- the material weaknesses, we
including controls to ensure journal entries and reconciliations arc performing-afualtreviewreviewed by the appropriate
person with the necessary knowledge of U eur-internal-eontrol-procedures- We-S. GAAP to ensure reconciliations have
implemented-been properly performed , reconciliations and ptan-to-eentintie-to-impltement-journal entries have appropriate
supporting documentation , new-eentrols-and newproeesses-journal entries are properly recorded . We-eannot-Although
management has determined that we have remediated such material weaknesses as of December 31, 2024, there can be
no assure-assurance yeu—thdt the measures that we hdve taken —aﬁd-t-hﬁt—or will take will be entirely taken-te-remedtate-these

G W 3 vil-be-sufficient to prevent futare-additional material
w edknesses from oceurrms_ in the future or —\Ve—a-lse—e&ﬂnet—asst\fe—yeu—thdt we will not experience deficiencies in have

ur internal eentret-controls ever-finaneial-reporting;and
not be-able to comply remediate-in-time-to-meet-the

phanee w1th the reqmrements of Sectlon 404 e-ﬁt-he—S&rb&nes—@xley—Aet—I—f—we—&fe
requirements-of-Seettonr464-in a timely manner or 4

our mdependent reélstered public accounting firm 18

reportingmayrevealtadditional-deficiencies in our mternal conmol over financial repomné thdt are deemed to be mdterldl
weaknesses —"Fe—eeﬂ&p-lry—wi-t-h—Seeﬂeﬂ—494— we e*peet—could fall {0 meet our reportlng obhgatlons or they could result in

material misstatements of our ine

h—rfe—&dd-r&eﬂa-l-&eeetm-t—mg—hnancml statements and i

regulatory authormes Whl(,h would require addltlonal financial and mdndgement resources. Any fallure to mdmtam effecm e
disclosure controls and procedures or internal control over financial reporting could have an adverse effect on our business and

operatms_ results and cause a decline i in the prlce of our common stock We—faee—ﬂsks—fekﬁed-te—&re—festateﬂ&eﬁt—ef—euf

W a a vh A y ; - As deserlbed in
our ( urrent Report on Form 8- K tlled with the SEC on April 2, 2024 during the prepardtlon of our consolidated financial
statements for the year ended December 31, 2023, we determined that due to the adjustment required to rental revenue and sales
tax payable included in accrued liabilities, our previously issued financial statements described below were materially misstated.
As a result of the above, we determined that our previously issued financial statements included in the Annual Report on Form
10- K for the year ended December 31, 2022, our unaudited condensed consolidated financial statements included in the
Quarterly Reports on Form 10- Q for the quarterly periods within that year, as well as the unaudited condensed consolidated
financial statements included in the Quarterly Reports on Form 10- Q for the quarterly periods within the year ended December
31, 2023 should no longer be relied upon and have been restated. As a result of the restatement, we are subject to a number of
addltlonal rlsks and uncertdmtles Wthh mdy affect inv estor confidence in the accuracy of our financial disclosures and may

we-may dlscover dddmonal errors and our financial statements
remain subject to the risk of tutule restdtement We are also at risk of potential litigation or other disputes which may include,
among others, claims invoking the federal and state securities laws, or other claims arising from the restatement. As of the date
of this Annual Report, we are not aware of any such disputes arising out of the restatement. We cannot ensure that all of the
risks described above will be eliminated or that general reputational harm will not be caused due to the restatement. If one or
more of the foregoing risks or challenges persist, our business, operations and financial condition are likely to be materially and
adversely affected. Because we were unable to file this-our Form 10- K for the year ended December 31, 2023 with the SEC
on a timely basis, we will not be eligible to register the offer and sale of our securities using a registration statement on Form S-
3 until we have timely filed all periodic reports required under the Exchange Act for one year. Should we wish to register the



offer and sale of our securities to the public prior to the time we are eligible to use Form S- 3, we would be required to file a
registration statement on Form S- 1 and have it reviewed and declared effective by the SEC. Doing so would likely take
significantly longer than filing a registration statement on Form S- 3 and increase our transaction costs, making it more difficult
to execute any such transaction successfully and potentlally harmlng our ﬁnanc1al cond1t10n We will regain eligibility to

8 G d OF-eetity % at-4 - register securities using a
reglstratlon statement on Form S- 8—3 begmnlng on June 1, 2025 Furthermore, U-ndeieunder SEC regulations, our failure
to timely file our periodic reports with the SEC resulted in the suspension of the availability of our Form S- 8 for issuances of
shares underlying equity awards subject to these plans. With the filing of our Fer-Form thatreasen-10- K on April 24 | 2024,
we regained compliance and our ability to use Form S- 8. Although we are currently in compliance, we could fail to
comply with these requirements again in the future, in which case we would lose our ability to use Form S- 8 and our
employees kave-would not beer-be permitted to exercise any outstanding options for unrestricted shares of our common stock
and we have-been-would be unable to grant other equity awards under our Form S- 8 until such time that we are deemed to have
filed all reports and other rnaterlals requlred to be ﬁled under the Exchange Act followmg any such future fallure to t1mely file

deflc1enc1es and beheve—th&t—as—e—ﬁetukﬁ-}mg—ef—&ns—Feﬂﬁ—}G—He—are currently in comphance with Nasdaq’ s continued

listing requirements, we could fail to comply with these requirements again in the future. In that case, we would receive
additional deficiency letters from Nasdaq and our common stock could be delisted from trading on the Nasdaq Global Market,
which could severely limit the liquidity of our common stock and materially adversely affect the price of our common stock.
seenrities—In the event our common stock is delisted from Nasdagq,such a delisting would likely have a negative effect on the
price of our securities,including our common stock,and would impair your ability to sell or purchase our securities when you
wish to do so.In addition,in the event of a delisting,we can provide no assurance that any action taken by us to restore
compliance with listing requirements would allow any of our securities to become listed again,stabilize the market price or
improve the liquidity of our securities or prevent future non- compliance with Nasdaq’ s listing requirements.If Nasdaq delists
our securities from trading on its exchange and we are not able to list our securities on another national securities exchange,we
expect our securities could be quoted on an over- the- counter market.If this were to occur,we could face significant material
adverse consequences,including:* a limited availability of market quotations for our securities;* reduced liquidity for our
securities;® a determination that our common stock is a “ penny stock ” which will require brokers trading in our common stock
to adhere to more stringent rules and possibly result in a reduced level of trading activity in the secondary trading market for our
securities;® a limited amount of news and analyst coverage;and ¢ a decreased ability to issue additional securities or obtain
additional financing in the future.The National Securities Markets Improvement Act of 1996,which is a federal statute,prevents
or preempts the states from regulating the sale of certain securities,which are referred to as ““ covered securities.” Since our
common stock and public warrants are listed on the Nasdaq,they are covered securities. Although the states are preempted from
regulating the sale of its securities,the federal statute does allow the states to investigate companies if there is a suspicion of
fraud,and,if there is a finding of fraudulent activity,then the states can regulate or bar the sale of covered securities in a particular
case.If we are no longer listed on the Nasdaq,our securities would not be covered securities and it would be subject to regulation
in each state in which it offers its securities,including in connection with the initial business combination. Continued
developments in U. S. tax reform and changes to tax laws and rates in other jurisdictions where we do business could adversely
affect our results of operations and cash flows. It is also possible that provisions of U. S. tax reform could be subsequently
amended in a way that is adverse to us. In addition, we may undergo tax audits in various jurisdictions in which we operate.
Although we believe that our income tax provisions and accruals are reasonable and in accordance with U. S. GAAP generalty
aeeepted-aceounting prineiplesinthe-United-States-, and that we prepare our tax filings in accordance with all applicable tax
laws, the final determination with respect to any tax audits and any related litigation, could be materially different from our
historical income tax provisions and accruals. The results of a tax audit or litigation could materially affect our operating results
and cash flows in the periods for which that determination is made. In addition, future period net income may be adversely
impacted by litigation costs, settlements, penalties and interest assessments. We are subject to legal proceedings and claims from
tnne to time that may seek materlal damages or 0therw1se may have a materlal adverse effect on our buslness Fhe-eosts-we

subject to legal proceedlngs and claims from tlme to time that may seek materlal damages or 0therw1se may have a materlal
adverse effect on our business. ; ; ; ;

—See < e Commltments and
Cont1ngenc1es ”in Note 10 to our Consolldated Flnanclal Statements mcluded in Part Il Item 8 of Nete3—Commitments
and-Centingenetes2-n-this Annual Report on Form 10- K for more information. The costs we incur in defending ourselves or



associated with settling any of these proceedings, as well as a material final judgment or decree against us, could materially
adversely affect our financial condition by requiring the payment of the settlement amount, a judgment or the posting of a bond
and / or such matters could otherwise materially and adversely impact our business, including resulting in additional dilution if
we are obligated to issue shares to settle all or a portion of such legal proceedings. In addition, others in our industry have
defended class action lawsuits alleging various regulatory violations and have paid material amounts to settle such claims. If we
are named in any such class action lawsuits or other legal proceedings, significant settlement amounts or final judgments could
materially and adversely affect our liquidity and capital resources. To attempt to limit costly and lengthy customer, employee
and other litigation, including class actions, we require our customers and employees to sign arbitration agreements, including
class action waivers. In addition to opt- out provisions contained in such agreements, 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, employees and others, as we would be forced to
participate in more expensive and lengthy dispute resolution processes. The global economy, including credit and financial
markets, has experienced extreme volatility and disruptions including severely diminished 1iquidity and credit availability,
declines in consumer confidence, declines in economic growth, increases in unemployment rates, increases in inflation rates,
higher interest rates and uncertalnty about economic stability. For example, in-Mareh2023-a-global-banking-erisisted-to

~the ongoing military conflicts between Israetand-Hamas-and-Russia and
Ukraine and in the Middle East have had and are expected to continue to have, global economic consequences. Any such
volatility and disruptions may have adverse consequences on us or the third parties on whom we rely. If the equity and credit
markets deteriorate, including as a result of political unrest or war, it may make any necessary debt or equity financing more
difficult to obtain in a timely manner or on favorable terms, more costly or more dilutive. Increased inflation rates can adversely
affect us by increasing our costs, including labor and employee benefit costs. In addition, higher inflation could also adversely
affect discretionary spending for non- prime customers, which could reduce demand for our products and services. Any
significant increases in inflation and related increase in interest rates could have a material adverse effect on our business, results
of operations and financial condition. Certain elements of our cost structure are largely fixed in nature. Castomer-Consumer
spending remains uncertain, which makes it more challenging for us to maintain or increase our operating margins. The
competitive environment in our industry and increasing price transparency means that the focus on achieving efficient
operations is greater than ever. As a result, we must continuously focus on managing our cost structure. Failure to manage our
overall cost of operations, labor and benefit rates, advertising and marketing expenses, operating leases, data costs, payment
processing costs, cost of capital, or indirect spending could materially adversely affect our profitability. Negative publicity about
us or our industry could adversely affect our business, results of operations, financial condition, and prospects. Negative
publicity about us or our industry , including the transparency, fairness, user experience, quality, and reliability of our
platform or lease- to- own platforms in general, effectiveness of our risk model, our ability to effectively manage and resolve
complaints, our data privacy and security practices, litigation, regulatory activity, misconduct by our employees, funding
sources, service providers, or others in our industry, the experience of customers and investors with our platform or services or
lease- to- own platforms in general, even if inaccurate, could adversely affect our reputation and the confidence in, and the use
of, our platform, which could harm our reputation and cause disruptions to our platform. For instance, in October 2020, a data
breach broker purported to offer customer records from a number of companies, including us, for sale on a hacker forum.
Although we determined with third party firms and our internal team that the compromised data did not include confidential
proprietary or personal data, we cannot guarantee that this publicity or any similar publicity in the future will not have a negative
effect on our business or reputation. Any such reputational harm could further affect the behavior of customers, including their
willingness to utilize lease- to- own programs through our platform or to make payments on their leases. As a result, our
business, results of operations, financial condition, and prospects would be materially and adversely affected. We are exposed to
many types of operational risk, including the risk of misconduct and errors by our employees, vendors, and other service
providers. Our business depends on our employees, vendors, and service providers to process a large number of increasingly
complex transactions, including transactions that involve significant dollar amounts and lease- to- own transactions that involve
the use and disclosure of personally identifiable information and business information. We could be adversely affected if
transactions were redirected, misappropriated, or otherwise improperly executed, personal and business information was
disclosed to unintended recipients, or an operational breakdown or failure in the processing of other transactions occurred,
whether as a result of human error, a purposeful sabotage or a fraudulent manipulation of our operations or systems. In addition,
the manner in which we store and use certain personal data and interact with customers and merchants through our platform is
governed by various federal and state laws. If any of our employees, vendors, or service providers take, convert, or misuse
funds, documents, or data, or fail to follow protocol when interacting with customers and merchants, we could be liable for
damages and subject to regulatory actions and penalties. We could also be perceived to have facilitated or participated in the
illegal misappropriation of funds, documents, or data, or the failure to follow protocol, and therefore be subject to civil or
criminal liability. For example, our operations are subject to certain laws generally prohibiting companies and their
intermediaries from making improper payments to government officials for the purpose of obtaining or retaining business, such
as the U. S. Foreign Corrupt Practices Act, and similar anti- bribery laws in other jurisdictions. Violations by our employees,
contractors or agents of policies and procedures we have implemented to ensure compliance with these laws could subject us to
civil or criminal investigations in the U. S. and in other jurisdictions, could lead to substantial civil and criminal, monetary and
non- monetary penalties, and related shareholder lawsuits, could cause us to incur significant legal fees, and could damage our
reputation. It is not always possible to identify and deter misconduct or errors by employees, vendors, or service providers, and
the precautions we take to detect and prevent this activity may not be effective in controlling unknown or unmanaged risks or



losses. Any of these occurrences could result in our diminished ability to operate our business, potential liability to customers
and merchants, inability to attract future customers and merchants, reputational damage, regulatory intervention, and financial
harm, which could negatively impact our business, results of operations, financial condition, and prospects. The loss of the
services of any of our leadership team could materially and adversely affect our business, results of operations, financial
condition, and prospects. The cxperience of our leadership team are valuable assets to us. Our leadership team has significant
experience in the financial technology industry and would be difficult to replace. Competition for senior executives in our
mdustry is intense, and we may not be able to attract and retain quahﬁed personnel to replace or succeed any of our leaders n
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adverse effect on our business, results of operations, financial condition, and prospects. Our future success depends on our
ability to identify, hire, develop, motivate, and retain highly qualified personnel for all areas of our organization, in particular, a
highly experienced sales force, data scientists, and engineers. Competition for these types of highly skilled employees, is
extremely intense. Trained and experienced personnel are in high demand and may be in short supply. Many of the companies
with which we compete for experienced employees have greater resources than we do and may be able to offer more attractive
terms of employment. In addition, we invest significant time and expense in training our employees, which increases their value
to competitors that may seek to recruit them. We may not be able to attract, develop, and maintain the skilled workforce
necessary to operate our business, and labor expenses may increase as a result of a shortage in the supply of qualified personnel.
If we are unable to maintain and build our highly experienced sales force, or are unable to continue to attract experienced
engineering and technology personnel, as well as other qualified employees, our business, results of operations, financial
condition, and prospects could be materially and adversely affected. Additional Risks Relating to Ownership of Company
Securities The price Ourfathure-to-meetthe-eontinted-istingrequirement-of Nasdag-our securities may change significantly
in the future and stockholders could lose all or part of their investment as a result in delisting of our securities, which......
Stock Split on the per share price . The trading price of our common stock and public warrants is likely to be volatile and the
trading price of our securities have experienced extreme volatility and a significant decline. The securities markets have
experienced significant volatility as macroeconomic conditions, such as high inflation and the ongoing geopolitical conflicts
including those between Russia and Ukraine and in the Middle East. Market volatility, as well as general economic, market, or
political conditions, could reduce the market price of shares of our common stock regardless of our operating performance. Our
operating results have been below and could continue to be below the expectations of public market analysts and investors due
to a number of potential factors, including: « results of operations that vary from the expectations of securities analysts and
investors; © results of operations that vary from those of our competitors; ¢ factors affecting eustermer-consumer spending that
are not under our control; ¢ changes in expectations as to our future financial performance, including financial estimates and
investment recommendations by securities analysts and investors; ¢ declines in the market prices of stocks generally; ¢ strategic
actions by us or our competitors; * announcements by us or our competitors of significant contracts, acquisitions, joint ventures,
other strategic relationships or capital commitments;  any significant change in our management;  changes in general economic
or market conditions or trends in our industry or markets; ¢ changes in business or regulatory conditions, including new laws or
regulations or new interpretations of existing laws or regulations applicable to our business; ¢ future sales of our common stock
or other securities; * investor perceptions or the investment opportunity associated with our common stock relative to other
investment alternatives; * the public’ s response to press releases or other public announcements by us or third parties, including
our filings with the SEC; e litigation involving us, our industry, or both, or investigations by regulators into our operations or
those of our competitors; ¢ guidance, if any, that we provide to the public, any changes in this guidance or our failure to meet
this guidance; ¢ the development and sustainability of an active trading market for our stock; ¢ actions by institutional or activist
stockholders; ¢ changes in accounting standards, policies, guidelines, interpretations or principles; and ¢ other events or factors,
including those resulting from natural disasters, geopolitical conflict (including the conflict involving Russia and Ukraine and
the Israel—Hamas-eonfltet-conflicts in the Middle East ), pandemics (including COVID- 19), acts of terrorism or responses to
these events. These broad market and industry fluctuations may adversely affect the market price of our common stock,
regardless of our actual operating performance In addition, prrce Volatlhty may be greater 1f the pubhc float and trading volume
of our common stock or pubhc warrants is 10W We v v d :
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petiods-. As a public company, we will continue to incur 51gn1ﬁcant legal accountmg and other expenses that we did not incur
as a private company, and these expenses may increase after-now that we are no longer an emerging growth company, as
defined in Section 2 (a) of the Securities Act of 1933, as amended. The Sarbanes- Oxley Act, the Dodd- Frank Wall Street
Reform and Consumer Protection Act, the listing requirements of Nasdaq and other applicable securities rules and regulations
impose various requirements on public companies. Our management and other personnel will need to continue to devote a
substantial amount of time to these compliance initiatives. The increased costs will impact our financial position. These rules
and regulations may make it more difficult and more expensive for us to obtain director and officer liability insurance and we




may be forced to accept reduced policy limits, higher retention levels, or incur substantially higher costs to maintain the same or
similar coverage. We cannot predict or estimate the amount or timing of additional costs we may incur to respond to these
requirements. Because there are no current plans to pay cash dividends on our common stock for the foreseeable future, you
may not receive any return on investment unless you sell your common stock for a price greater than that which you paid for it.
We intend to retain future earnings, if any, for future operations, expansion and debt repayment and there are no current plans to
pay any cash dividends for the foreseeable future. The declaration, amount and payment of any future dividends on shares of our
common stock will be at the sole discretion of our board of directors. Our board of directors may take into account general and
economic conditions, our financial condition and results of operations, our available cash and current and anticipated cash needs,
capital requirements, contractual, legal, tax, and regulatory restrictions, implications on the payment of dividends by us to our
stockholders or by its subsidiaries to it and such other factors as our board of directors may deem relevant. In addition, our
ability to pay dividends is limited by covenants of our existing and outstanding indebtedness and may be limited by covenants of
any future indebtedness that we incur. As a result, you may not receive any return on an investment in our common stock unless
you sell our common stock for a price greater than that which you paid for it. If securities analysts do not publish research or
reports about our business or if they downgrade our stock or our sector, our stock price and trading volume could decline. The
trading market for our common stock will rely in part on the research and reports that industry or financial analysts publish
about us or our business. We will not control these analysts. In addition, some financial analysts may have limited expertise with
our model and operations. Furthermore, if one or more of the analysts who cover us downgrade our stock or industry, or the
stock of any of our competitors, or publish inaccurate or unfavorable research about our business, the price of our stock could
decline. If one or more of these analysts ceases coverage of us or fails to publish reports on it regularly, we could lose visibility
in the market, which in turn could cause its stock price or trading volume to decline. Future sales, or potential future sales, by
us or our stockholders in the public market could cause the market price for our common stock to decline. The sale of
shares of our common stock in the public market, or the perception that such sales could occur, could harm the prevailing
market price of shares of our common stock. These sales, or the po%%ibility that these sales may occur, also might make it more
dlfflcult for us to sell equity securities in the future ata time and at a price that it deems approprlate TFhetoek—up-agreement

equity incentive plans will become eligible for sale in the public market once thoqe qhare% are issued, iubject to provisions
relating to various vesting agreements, lock- up agreements and, in some cases, limitations on volume and manner of sale
applicable to affiliates under Rule 144, as applicable. Fhe-As of December 31, 2024, the aggregate number of shares of our
common stock tattiaty-reserved for future issuance under our 2021 equity incentive plan was 547639, 467, which consists of
(1) initial reserve under our 2021 equity incentive plan of 357 , 286 and-, (2) on June 6, 2023, our 2021 equity incentive
plan as-was amended to increase the authorized shares of common stock reserved for issuance by 160, 000, (3) on
January 1, 2024, 122, 181 shares of common stock were authorized for issuance in accordance with the amended plan. As
of December 31, 2023-2024 , there were +83-120 , 342-532 shares of common stock available for future issuance under the-our
2021 equity incentive plan. In the future, we may also issue securities in connection with investments or acquisitions. The
amount of shares of common stock issued in connection with an investment or acquisition could constitute a material portion of
our then- outstanding shares of common stock. Any issuance of additional securities in connection with investments or
acquisitions may result in additional dilution to our stockholders. Warrants are exercisable for our common stock, which would
increase the number of shares eligible for future resale in the public market and result in dilution to our existing stockholders. As
of December 31, 2023-2024 , we had outstanding warrants to purchase an aggregate of 673, 300 shares of our common stock.
The warrant agreement, dated as of October 31, 2019, between the Company and FinServ Acquisition Corp. entitles each
warrant holder thereof to purchase ene-1 )/ 25th of a share of our common stock at a price of $ +4-287 . 50 per whole share,
subject to adjustment. Warrants may be exercised only for a whole number of shares of common stock. In addition, on March 6,
2023, in connection with the 15th amendment of our Credit Agreement, we issued a warrant to purchase up to 80, 000 shares of
our common stock at an exercise price of $ 0. 25 per share, which vested on September 6, 2023. On Under-the-same-warrant,on
December 5, 2023, we granted-issued a warrant to purchase an additional 80, 000 shares of our common stock at an exercise
price of $ 0. 25 per share which are-vested on March 6, 2024 . To the extent such warrants are exercised, additional shares of
our common stock will be issued, which will result in dilution to the then existing holders of our common stock and increase the
number of shares eligible for resale in the public market. Sales of substantial numbers of such shares in the public market could
adversely affect the market price of our common stock. Fhe JOBSAetpermits-We will likely incur increased costs and devote
additional management time to public company reporting and compliance obligations as a result of exiting *“ emerging
growth eempantes-company "~ Hke-us-status. We no longer qualify as an emerging growth company under the Jumpstart
Our Business Startups Act (our eligibility to qualify as an emerging growth company ended on December 31, 2024).
While we were an emerging growth company, we were able to take advantage of eeftatexemptions from various reporting
requirements that are applicable to other public companies that are not emerging growth companies —\Ve—qua-l-rfy—as— including
reduced disclosure obligations regarding executive compensation in our periodic reports an-and “-proxy statements and
exemptions from the requirements of holding nonbinding advisory votes on executive compensation and stockholder
approval of any golden parachute payments not prev10usly approved Now that we have ex1ted emergmg growth company
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corresponding cxemptions frefrvatiots-, we expect our management and other personnel to devote more time and the
Company to incur additional costs to comply with the more stringent reporting requirements applicable to etherpublie
companies that are not emerging growth companies . We expect that compliance with these requirements will increase our
legal and financial compliance costs and will make some activities more time consuming and costly. We cannot predict
for— or estimate the amount of additional costs we may incur as a result of our exit from tengasit-eontinues-to-be-an
emerging growth company status, or the timing of the incurrence of such costs. Further, in the event that in the future we
were to no longer be eligible to qualify as a “ smaller reporting company, ” and / or if we become subject to the
requlrements appllcable to accelerated filers or large accelerated ﬁlers 1nclud1ng complymg with fﬁ—t-he—e*empﬁeﬁ—frem
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company rules and regulations to make it more difficult and more expensive for us to obtain director and officer liability
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mere-volatde- Anti- takeover provisions in our organizational documents could delay or prevent a change of control. Certain
provisions of our Amended and Restated Charter and Amended and Restated Bylaws have an anti- takeover effect and may
delay, defer or prevent a merger, acquisition, tender offer, takeover attempt or other change of control transaction that a
stockholder might consider in its best interest, including those attempts that might result in a premium over the market price for
the shares held by our stockholders. These provisions provide for, among other things: ¢ the ability of our board of directors to
issue one or more series of preferred stock; * advance notice for nominations of directors by stockholders and for stockholders to
include matters to be considered at our annual meetings; ¢ certain limitations on convening special stockholder meetings; ¢
limiting the ability of stockholders to act by written consent; and ¢ our board of directors have the express authority to make,
alter or repeal our Amended and Restated Bylaws. These anti- takeover provisions could make it more difficult for a third party
to acquire us, even if the third party’ s offer may be considered beneficial by many of our stockholders. As a result, our
stockholders may be limited in their ability to obtain a premium for their shares. These provisions could also discourage proxy
contests and make it more difficult for you and other stockholders to elect directors of your choosing and to cause us to take
other corporate actions you desire. Our Amended and Restated Charter designates the Court of Chancery of the State of
Delaware as the sole and exclusive forum for certain types of actions and proceedings that may be initiated by our stockholders,
which could limit our stockholders’ ability to obtain a favorable judicial forum for disputes with us or our directors, officers,
employees or stockholders. Our Amended and Restated Charter provides that, subject to limited exceptions, any (1) derivative
action or proceeding brought on behalf of us, (2) action asserting a claim of breach of a fiduciary duty owed by any director,
officer, stockholder or employee to us or our stockholders, (3) action asserting a claim arising pursuant to any provision of the
DGCL or our Amended and Restated Charter or our Amended and Restated Bylaws, or (4) action asserting a claim governed by
the internal affairs doctrine shall, to the fullest extent permitted by law, be exclusively brought in the Court of Chancery of the
State of Delaware or, if such court does not have subject matter jurisdiction thereof, another state or federal court located within
the State of Delaware. Any person or entity purchasing or otherwise acquiring any interest in shares of our capital stock shall be
deemed to have notice of and to have consented to the provisions of our Amended and Restated Charter described above. This
choice of forum provision may limit a stockholder’ s ability to bring a claim in a judicial forum that it finds favorable for
disputes with us or its directors, officers or other employees, which may discourage such lawsuits against us and our directors,
officers and employees. Alternatively, if a court were to find these provisions of our Amended and Restated Charter inapplicable
to, or unenforceable in respect of, one or more of the specified types of actions or proceedings, we may incur additional costs
associated with resolving such matters in other jurisdictions, which could adversely affect our business and financial condition.
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