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PART I – FINANCIAL INFORMATION
ITEM 1. FINANCIAL STATEMENTS
AARON’S HOLDINGS COMPANY, INC. AND SUBSIDIARIES
CONDENSED CONSOLIDATED BALANCE SHEETS
(Unaudited)
September 30,
December 31,
2020
2019
(In Thousands, Except Share Data)

ASSETS:
Cash and Cash Equivalents
Accounts Receivable (net of allowances of $59,428 in 2020 and $76,293 in 2019)
Lease Merchandise (net of accumulated depreciation and allowances of $874,238 in 2020 and
$896,056 in 2019)
Loans Receivable (net of allowances and unamortized fees of $43,770 in 2020 and $21,134 in
2019)
Property, Plant and Equipment at Cost (net of accumulated depreciation of $336,029 in 2020 and
$311,252 in 2019)
Operating Lease Right-of-Use Assets
Goodwill
Other Intangibles (net of accumulated amortization of $170,803 in 2020 and $151,932 in 2019)
Income Tax Receivable
Prepaid Expenses and Other Assets
Total Assets

$

$
LIABILITIES & SHAREHOLDERS’ EQUITY:
Accounts Payable and Accrued Expenses
$
Accrued Regulatory Expense
Deferred Income Taxes Payable
Customer Deposits and Advance Payments
Operating Lease Liabilities
Debt
Total Liabilities
Commitments and Contingencies (Note 4)
SHAREHOLDERS' EQUITY:
Common Stock, Par Value $0.50 Per Share: Authorized: 225,000,000 Shares at September 30,
2020 and December 31, 2019; Shares Issued: 90,752,123 at September 30, 2020 and December 31,
2019
Additional Paid-in Capital
Retained Earnings
Accumulated Other Comprehensive Loss
Less: Treasury Shares at Cost
Common Stock: 23,195,105 Shares at September 30, 2020 and 24,034,053 at December 31, 2019
Total Shareholders’ Equity
Total Liabilities & Shareholders’ Equity
$

470,170
86,721

57,755
104,159

1,185,662

1,433,417

67,596

75,253

222,636
269,645
291,446
169,368
9,510
112,178
2,884,932

237,666
329,211
736,582
190,796
18,690
114,271
3,297,800

320,016
—
231,151
90,085
319,875
285,123
1,246,250

$
$

272,816
175,000
310,395
91,914
369,386
341,030
1,560,541

45,376
299,418
1,912,494
(1,244)
2,256,044

45,376
290,229
2,029,613
(19)
2,365,199

(617,362)
1,638,682
2,884,932 $

(627,940)
1,737,259
3,297,800

The accompanying notes are an integral part of the Condensed Consolidated Financial Statements.
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$

AARON’S HOLDINGS COMPANY, INC. AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF EARNINGS
(Unaudited)
Three Months Ended
Nine Months Ended
September 30,
September 30,
2020
2019
2020
2019
(In Thousands, Except Per Share Data)

REVENUES:
Lease Revenues and Fees
Retail Sales
Non-Retail Sales
Franchise Royalties and Fees
Interest and Fees on Loans Receivable
Other

$

985,287
13,553
34,820
8,079
10,233
325
1,052,297

COSTS AND EXPENSES:
Depreciation of Lease Merchandise
Retail Cost of Sales
Non-Retail Cost of Sales
Operating Expenses
Restructuring Expenses, Net
Legal and Regulatory Expense, Net of Recoveries
Impairment of Goodwill
Other Operating Income, Net
OPERATING PROFIT (LOSS)
Interest Income
Interest Expense
Other Non-Operating Income (Expense), Net
EARNINGS (LOSS) BEFORE INCOME TAXES
INCOME TAX EXPENSE (BENEFIT)
NET EARNINGS (LOSS)
EARNINGS (LOSS) PER SHARE
Basic
Assuming Dilution
CASH DIVIDENDS DECLARED PER SHARE:
Common Stock
WEIGHTED AVERAGE SHARES OUTSTANDING:
Basic
Assuming Dilution

$

906,776
8,854
31,085
8,087
8,687
319
963,808

$

3,003,187
37,104
94,710
18,168
29,555
966
3,183,690

$

2,758,498
30,561
102,190
25,899
25,943
961
2,944,052

1,672,841
23,720
82,006
1,099,716
33,318
(835)
446,893
(128)
3,357,531
(173,841)
560
(8,625)
327
(181,579)
(79,296)
(102,283) $

1,464,887
20,025
83,057
1,154,056
37,535
—
—
(4,712)
2,754,848
189,204
1,405
(13,247)
1,430
178,792
40,263
138,529

$

527,883
7,793
29,109
342,896
4,041
(835)
—
(202)
910,685
141,612
141
(1,973)
557
140,337
30,992
109,345 $

489,199
5,742
24,913
383,264
5,516
—
—
(329)
908,305
55,503
360
(3,991)
(207)
51,665
11,864
39,801 $

$

1.62

$

0.59

$

(1.52) $

2.05

$

1.60

$

0.58

$

(1.52) $

2.02

$

0.040

$

0.035

$

0.120

67,398
68,155

67,400
68,652

67,107
67,107

The accompanying notes are an integral part of the Condensed Consolidated Financial Statements.
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$

0.105
67,461
68,739

AARON’S HOLDINGS COMPANY, INC. AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME (LOSS)
(Unaudited)
Three Months Ended
September 30,
2020
2019

(In Thousands)

Net Earnings (Loss)
Other Comprehensive Income (Loss):
Foreign Currency Translation Adjustment
Total Other Comprehensive Income (Loss)
Comprehensive Income (Loss)

$

109,345

$

198
198
109,543

Nine Months Ended
September 30,
2020

39,801

$

(102,283) $

138,529

$

(303)
(303)
39,498 $

(1,225)
(1,225)
(103,508) $

739
739
139,268

The accompanying notes are an integral part of the Condensed Consolidated Financial Statements.
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$

AARON’S HOLDINGS COMPANY, INC. AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS
(Unaudited)
Nine Months Ended
September 30,
2020
2019
(In Thousands)
OPERATING ACTIVITIES:
Net (Loss) Earnings
Adjustments to Reconcile Net (Loss) Earnings to Cash Provided by Operating Activities:
Depreciation of Lease Merchandise
Other Depreciation and Amortization
Accounts Receivable Provision
Provision for Credit Losses on Loans Receivable
Stock-Based Compensation
Deferred Income Tax (Benefit) Expense
Impairment of Goodwill and Other Assets
Non-Cash Lease Expense
Other Changes, Net
Changes in Operating Assets and Liabilities, Net of Effects of Acquisitions and Dispositions:
Additions to Lease Merchandise
Book Value of Lease Merchandise Sold or Disposed
Accounts Receivable
Prepaid Expenses and Other Assets
Income Tax Receivable
Operating Lease Liabilities
Accounts Payable and Accrued Expenses
Accrued Regulatory Expense
Customer Deposits and Advance Payments
Cash Provided by Operating Activities
INVESTING ACTIVITIES:
Investments in Loans Receivable
Proceeds from Loans Receivable
Outflows on Purchases of Property, Plant and Equipment
Proceeds from Disposition of Property, Plant and Equipment
Outflows on Acquisitions of Businesses and Customer Agreements, Net of Cash Acquired
Proceeds from Dispositions of Businesses and Customer Agreements, Net of Cash Disposed
Cash Used in Investing Activities
FINANCING ACTIVITIES:
Repayments on Revolving Facility, Net
Proceeds from Debt
Repayments on Debt
Dividends Paid
Acquisition of Treasury Stock
Issuance of Stock Under Stock Option Plans
Shares Withheld for Tax Payments
Debt Issuance Costs
Cash Used in Financing Activities
EFFECT OF EXCHANGE RATE CHANGES ON CASH AND CASH EQUIVALENTS
Increase in Cash and Cash Equivalents
Cash and Cash Equivalents at Beginning of Period
Cash and Cash Equivalents at End of Period

$

$

(102,283) $
1,672,841
74,683
201,198
23,761
21,378
(76,885)
469,782
75,589
5,529

1,464,887
79,419
228,608
15,291
20,261
28,747
29,031
86,367
3,423

(1,687,483)
263,007
(183,807)
(1,381)
9,180
(85,073)
48,851
(175,000)
(2,041)
551,846

(1,723,385)
298,904
(225,372)
(19,642)
13,217
(91,333)
5,762
—
(1,954)
350,760

(73,208)
50,154
(50,867)
3,829
(2,874)
359
(72,607)

(49,311)
40,423
(67,049)
2,805
(12,873)
2,813
(83,192)

—
5,625
(61,515)
(8,035)
—
9,876
(11,734)
(1,020)
(66,803)
(21)
412,415
57,755
470,170 $

The accompanying notes are an integral part of the Condensed Consolidated Financial Statements.
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138,529

(16,000)
—
(62,317)
(7,086)
(39,422)
5,115
(12,977)
—
(132,687)
102
134,983
15,278
150,261

AARON'S HOLDINGS COMPANY, INC. AND SUBSIDIARIES
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
(Unaudited)

NOTE 1. BASIS AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
As described elsewhere in this Quarterly Report on Form 10-Q, the Coronavirus Disease ("COVID-19") pandemic has led to significant market disruption
and has impacted many aspects of our operations, directly and indirectly. Throughout these notes to the condensed consolidated financial statements, the
impacts of the COVID-19 pandemic on the financial results for the three and nine months ended September 30, 2020 have been identified under the
respective sections. Additionally, there are significant uncertainties regarding the future scope and nature of these impacts, which continue to evolve each
day. For a discussion of operational measures taken, as well as trends and uncertainties that have affected our business, as a result of the COVID-19
pandemic see Item 2. "Management’s Discussion and Analysis of Financial Condition and Results of Operations", including the "Recent Developments,"
"Results of Operations", "Liquidity and Capital Resources", and Part II, Item 1A "Risk Factors", below.
Description of Holding Company Formation and Proposed Transaction
On October 16, 2020, management of Aaron's, Inc. finalized the formation of a new holding company structure in anticipation of the separation and
distribution transaction described below. Under the holding company structure, Aaron's, Inc. became a direct, wholly owned subsidiary of a newly formed
company, Aaron's Holdings Company, Inc. Upon completion of the holding company formation, Aaron's Holdings Company, Inc. became the publicly
traded parent company of the Progressive Leasing, Aaron's Business, and Vive segments.
Unless the context otherwise requires or we specifically indicate otherwise, references to “we,” “us,” “our,” and “the Company” refer to Aaron's, Inc. prior
to the completion of the holding company formation transaction described herein and to Aaron's Holdings Company, Inc. following completion of the
holding company formation transaction described herein.
On July 29, 2020, the Company announced its intention to separate its Aaron's Business segment from its Progressive Leasing and Vive segments, which
would result in two separate companies via a spin-off of a newly formed company, Aaron's SpinCo, Inc., a Georgia corporation (“Aaron’s SpinCo”). Upon
completion of the separation and distribution, Aaron's SpinCo will be a new, publicly traded company that is expected to be traded on the New York Stock
Exchange ("NYSE") and will be comprised primarily of the existing Aaron's Business segment. Aaron's Holdings Company, Inc. will continue to be traded
on the NYSE and will be comprised of the existing Progressive Leasing and Vive segments. We currently expect to complete the separation and distribution
prior to December 31, 2020.
Description of Business
Aaron's Holdings Company, Inc. serves as a leading omnichannel provider of lease-to-own solutions to individual consumers. As of September 30, 2020,
the Company's operating and reportable segments are Progressive Leasing, Aaron's Business, and Vive.
Progressive Leasing is a virtual lease-to-own company that provides lease-purchase solutions in 46 states and the District of Columbia. It does so by
purchasing merchandise from third-party retailers desired by those retailers' customers and, in turn, leasing that merchandise to the customers through a
cancelable lease-to-own transaction. Progressive Leasing consequently has no stores of its own, but rather offers lease-purchase solutions to the customers
of traditional and e-commerce retailers.
The following table presents invoice volume for Progressive Leasing:
For the Three Months Ended September 30 (Unaudited and In Thousands)

2020

Progressive Leasing Invoice Volume1
1

$

2019

435,275

$

420,902

Invoice volume is defined as the retail price of lease merchandise acquired and then leased to customers during the period, net of returns.

The Aaron's Business segment offers furniture, home appliances, consumer electronics and accessories to consumers with a lease-to-own agreement
through approximately 1,400 company-operated and franchised stores in the United States, Canada, and Puerto Rico as well as through its e-commerce
platform. In addition, the Aaron’s Business segment includes the operations of Woodhaven Furniture Industries ("Woodhaven"), which manufactures and
supplies the majority of the bedding and a significant portion of the upholstered furniture leased and sold in company-operated and franchised stores.
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AARON'S HOLDINGS COMPANY, INC. AND SUBSIDIARIES
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
(Unaudited)
The following table presents store count by ownership type for the Aaron's Business operations:
Stores as of September 30 (Unaudited)

2020

Company-operated Stores
Franchised Stores
Systemwide Stores

2019

1,086
308
1,394

1,163
341
1,504

Vive partners with merchants to provide a variety of revolving credit products originated through third-party federally insured banks to customers that may
not qualify for traditional prime lending (called "second-look" financing programs).
Basis of Presentation
The preparation of the Company's condensed consolidated financial statements in conformity with accounting principles generally accepted in the United
States ("U.S. GAAP") for interim financial information requires management to make estimates and assumptions that affect the amounts reported in these
financial statements and accompanying notes. Actual results could differ from those estimates. Generally, actual experience has been consistent with
management's prior estimates and assumptions. However, as described above, the extent to which the COVID-19 pandemic and resulting measures taken
by the Company will impact the Company's business will depend on future developments, which are highly uncertain and cannot be precisely predicted at
this time. In many cases, management's estimates and assumptions are highly dependent on estimates of future developments and may change significantly
in the future due to unforeseen direct and indirect impacts of the COVID-19 pandemic.
The accompanying unaudited condensed consolidated financial statements do not include all information required by U.S. GAAP for complete financial
statements. In the opinion of management, all adjustments considered necessary for a fair presentation have been included in the accompanying unaudited
condensed consolidated financial statements. These financial statements should be read in conjunction with the financial statements and notes thereto
included in the Company's Annual Report on Form 10-K for the year ended December 31, 2019 (the "2019 Annual Report") filed with the U.S. Securities
and Exchange Commission on February 20, 2020. The results of operations for the three and nine months ended September 30, 2020 are not necessarily
indicative of operating results for the full year.
Principles of Consolidation
The condensed consolidated financial statements include the accounts of Aaron's Holdings Company, Inc. and its subsidiaries, each of which is wholly
owned. Intercompany balances and transactions between consolidated entities have been eliminated.
Accounting Policies and Estimates
See Note 1 to the consolidated financial statements in the 2019 Annual Report for an expanded discussion of accounting policies and estimates.
Discussions of accounting estimates and application of accounting policies herein have also been updated as applicable to describe the impacts of the
COVID-19 pandemic described above.
Earnings Per Share
Earnings per share is computed by dividing net earnings by the weighted average number of shares of common stock outstanding during the period. The
computation of earnings per share assuming dilution includes the dilutive effect of stock options, restricted stock units ("RSUs"), restricted stock awards
("RSAs") and performance share units ("PSUs") and awards issuable under the Company's employee stock purchase plan ("ESPP") (collectively, "sharebased awards") as determined under the treasury stock method. The following table shows the calculation of dilutive share-based awards:
Three Months Ended
September 30,
(Shares In Thousands)

2020

Weighted Average Shares Outstanding
Dilutive Effect of Share-Based Awards1
Weighted Average Shares Outstanding Assuming Dilution
1

Nine Months Ended
September 30,
2019

67,398
757
68,155

2020

67,400
1,252
68,652

2019

67,107
—
67,107

67,461
1,278
68,739

There was no dilutive effect to the earnings (loss) per common share for the nine months ended September 30, 2020 due to the net loss incurred in the
year-to-date period.
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AARON'S HOLDINGS COMPANY, INC. AND SUBSIDIARIES
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
(Unaudited)
Approximately 524,000 and 1,699,000 weighted-average share-based awards were excluded from the computation of earnings per share assuming dilution
during the three and nine months ended September 30, 2020, respectively, as the awards would have been anti-dilutive for the periods presented.
Approximately 400,000 and 455,000 weighted-average share-based awards were excluded from the computation of earnings per share assuming dilution
during the three and nine months ended September 30, 2019, respectively, as the awards would have been anti-dilutive for the periods presented.
Revenue Recognition
Lease Revenues and Fees
The Company provides merchandise, consisting primarily of furniture, appliances, electronics, jewelry and a variety of other products, to its customers for
lease under certain terms agreed to by the customer. The Company's Progressive Leasing segment offers customers of traditional and e-commerce retailers
a virtual lease-purchase solution through leases with payment terms that can be renewed up to 12 months. The Company's Aaron's Business segment offers
lease-to-own agreements to customers with flexible terms that can be renewed up to 12, 18 or 24 months through its company-operated and franchised
stores and its e-commerce platform. The Company does not require deposits upon inception of customer agreements. The customer has the right to acquire
ownership either through a purchase option or through payment of all required lease payments. The agreements are cancelable at any time by either party
without penalty.
Progressive Leasing lease revenues are earned prior to the lease payment due date and are recorded net of related sales taxes as earned. Payment terms
include weekly, bi-weekly, and monthly frequencies. Revenue recorded prior to the payment due date results in unbilled receivables recognized in accounts
receivable, net of allowances in the accompanying condensed consolidated balance sheets. Lease payments received prior to the month earned are recorded
as deferred lease revenue, and this amount is included in customer deposits and advance payments in the accompanying condensed consolidated balance
sheets. Progressive Leasing lease revenues are recorded net of a provision for returns and uncollectible renewal payments.
Aaron's Business lease revenues are recognized as revenue net of related sales taxes in the month they are earned. Lease payments received prior to the
month earned are recorded as deferred lease revenue, and this amount is included in customer deposits and advance payments in the accompanying
condensed consolidated balance sheets. Aaron's Business lease revenues are recorded net of a provision for returns and uncollectible renewal payments.
All of the Company's customer agreements are considered operating leases. The Company maintains ownership of the lease merchandise until all payment
obligations are satisfied under sales and lease ownership agreements. Initial direct costs related to Progressive Leasing's lease-purchase agreements are
capitalized as incurred and amortized as operating expense over the estimated lease term. The capitalized costs have been classified within prepaid
expenses and other assets in the accompanying condensed consolidated balance sheets. Initial direct costs related to Aaron's Business customer agreements
are expensed as incurred and have been classified as operating expenses in the Company's condensed consolidated statements of earnings. The statement of
earnings effects of expensing the initial direct costs of the Aaron's Business as incurred are not materially different from amortizing initial direct costs over
the lease term.
Retail and Non-Retail Sales
Revenues from the retail sale of merchandise to customers are recognized at the point of sale. Generally, the transfer of control occurs near or at the point
of sale for retail sales. Revenues for the non-retail sale of merchandise to franchisees are recognized when control transfers to the franchisee, which is upon
delivery of the merchandise.
Substantially all of the amounts reported as non-retail sales and non-retail cost of sales in the accompanying condensed consolidated statements of earnings
relate to the sale of lease merchandise to franchisees. The Company classifies the sale of merchandise to other customers as retail sales in the condensed
consolidated statements of earnings.
Franchise Royalties and Fees
The Company has no current plans to franchise additional Aaron's stores. Franchisees have historically paid an ongoing royalty fee of 6% of the weekly
cash revenue collections, which is recognized as the fees become due. In response to the COVID-19 pandemic, the Company temporarily suspended, as
opposed to deferring, the royalty fee obligation in March 2020, effectively forgiving the franchisee royalty payments that otherwise would have been due
during the suspension period. The Company reinstated the requirement that franchisees make royalty payments during the second quarter of 2020, but there
can be no assurance that the Company will not implement another suspension or a deferral of franchisee royalty payments in future periods, such as, for
example, in response to our franchisees experiencing financial difficulty due to a resurgence of COVID-19 cases.
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AARON'S HOLDINGS COMPANY, INC. AND SUBSIDIARIES
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
(Unaudited)
The Company guarantees certain debt obligations of some of the franchisees and receives guarantee fees based on the outstanding debt obligations of such
franchisees. Refer to Note 4 of these condensed consolidated financial statements for additional discussion of the Company's franchise-related guarantee
obligation.
Interest and Fees on Loans Receivable
Vive extends or declines credit to an applicant through its bank partners based upon the applicant's credit rating and other factors. Qualifying applicants
receive a credit card to finance their initial purchase and to use in subsequent purchases at the merchant or other participating merchants for an initial 24month period, which Vive may renew if the cardholder remains in good standing.
Vive acquires the loan receivable from merchants through its third-party bank partners at a discount from the face value of the loan. The discount is
comprised of a merchant fee discount and a promotional fee discount, if applicable.
The merchant fee discount represents a pre-negotiated, nonrefundable discount that generally ranges from 3% to 25% of the loan face value. The discount
is designed to cover the risk of loss related to the portfolio of cardholder charges and Vive's direct origination costs. The merchant fee discount and
origination costs are presented net on the condensed consolidated balance sheets in loans receivable. Cardholders generally have an initial 24-month period
that the card is active. The merchant fee discount, net of the origination costs, is amortized on a net basis and is recorded as interest and fee revenue on
loans receivable in the condensed consolidated statements of earnings on a straight-line basis over the initial 24-month period.
The discount from the face value of the loan on the acquisition of the loan receivable from the merchant through the third-party bank partners may also
include a promotional fee discount, which generally ranges from 1% to 8%. The promotional fee discount is intended to compensate the holder of the loan
receivable (i.e. Vive) for deferred or reduced interest rates that are offered to the cardholder for a specified period on the outstanding loan balance
(generally for six, 12 or 18 months). The promotional fee discount is amortized as interest and fee revenue on loans receivable in the condensed
consolidated statements of earnings on a straight-line basis over the promotional interest period (i.e., over six, 12 or 18 months, depending on the
promotion). The unamortized promotional fee discount is presented net on the condensed consolidated balance sheets in loans receivable.
The customer is typically required to make monthly minimum payments of at least 3.5% of the outstanding loan balance, which includes outstanding
interest. Fixed and variable interest rates, typically 27% to 35.99%, are compounded daily for cards that do not qualify for deferred or reduced interest
promotional periods. Interest income, which is recognized based upon the amount of the loans outstanding, is recognized as interest and fees on loans
receivable when earned if collectibility is reasonably assured. For credit cards that provide deferred interest, if the balance is not paid off during the
promotional period or if the cardholder defaults, interest is billed to the customers at standard rates and the cumulative amount owed is charged to the
cardholder account in the month that the promotional period expires. For credit cards that provide reduced interest, if the balance is not paid off during the
promotional period, interest is billed to the cardholder at standard rates in the month that the promotional period expires or when the cardholder defaults.
The Company recognizes interest revenue during the promotional period based on its historical experience related to cardholders that fail to pay off
balances during the promotional period if collectibility is reasonably assured.
Annual fees are charged to cardholders at the commencement of the loan and on each subsequent anniversary date. Annual fees are deferred and recognized
into revenue on a straight-line basis over a one-year period. Under the provisions of the credit card agreements, the Company also may assess fees for
service calls or for missed or late payments, which are recognized as revenue in the billing period in which they are assessed if collectibility is reasonably
assured. Annual fees and other fees discussed are recognized as interest and fee revenue on loans receivable in the condensed consolidated statements of
earnings.
Accounts Receivable
Accounts receivable consist primarily of receivables due from customers of Progressive Leasing and company-operated stores, corporate receivables
incurred during the normal course of business (primarily for vendor consideration and real estate leasing activities) and franchisee obligations.
Accounts receivable, net of allowances, consist of the following:
(In Thousands)

September 30, 2020

Customers
Corporate
Franchisee
Accounts Receivable

$

$

10

61,483
14,145
11,093
86,721

December 31, 2019

$

$

76,819
14,109
13,231
104,159

AARON'S HOLDINGS COMPANY, INC. AND SUBSIDIARIES
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The Company maintains an accounts receivable allowance, which primarily relates to its Progressive Leasing operations and, to a lesser extent, its Aaron's
Business operations. The Company’s policy for both its Progressive Leasing and Aaron's Business segments is to record an allowance for returns and
uncollectible renewal payments based on historical collection experience. Other qualitative factors are considered in estimating the allowance, such as
current and forecasted business trends including, but not limited to, the potential unfavorable impacts of the COVID-19 pandemic on our businesses. The
provision for returns and uncollectible renewal payments for both the Progressive Leasing and Aaron's Business segments is recognized as a reduction of
lease revenues and fees within the condensed consolidated statements of earnings. The Progressive Leasing segment writes off lease receivables that are
120 days or more contractually past due. Aaron's Business writes off lease receivables that are 60 days or more past due.
The Company also maintains an allowance for outstanding franchisee accounts receivable. The Company's policy is to estimate a specific allowance on
accounts receivable to estimate future losses related to certain franchisees that are deemed higher risk of non-payment and a general allowance based on
historical losses as well as the Company's assessment of the financial health of all other franchisees. The estimated allowance on accounts receivable
includes consideration of broad macroeconomic trends, such as the potential unfavorable impacts of the COVID-19 pandemic on the franchisees' ability to
satisfy their obligations. The provision for uncollectible franchisee accounts receivable is recorded as bad debt expense in operating expenses within the
condensed consolidated statements of earnings.
Vive's allowance for uncollectible merchant accounts receivable, which primarily relates to cardholder returns and refunds, is recorded as bad debt expense
within operating expenses in the condensed consolidated statements of earnings.
Given the significant uncertainty regarding the impacts of the COVID-19 pandemic on our businesses, a high level of estimation was involved in
determining the allowance for accounts receivable as of September 30, 2020; therefore, actual accounts receivable write-offs could differ materially from
the allowance.
The following table shows the amounts recognized for bad debt expense and provision for returns and uncollected payments:
Nine Months Ended September 30,
2020
2019

(In Thousands)

Bad Debt Expense1
Provision for Returns and Uncollectible Renewal Payments
Accounts Receivable Provision
1

$
$

1,016
200,182
201,198

$
$

1,272
227,336
228,608

Bad debt expense is recorded within operating expenses in the condensed consolidated financial statements.

Lease Merchandise
The Company's lease merchandise consists primarily of furniture, appliances, electronics, jewelry and a variety of other products and is recorded at the
lower of cost or net realizable value. The cost of merchandise manufactured by our Woodhaven operations is recorded at cost and includes overhead from
production facilities, shipping costs and warehousing costs. The Company's Progressive Leasing segment, at which substantially all merchandise is on
lease, depreciates merchandise to a 0% salvage value generally over 12 months. The Company's Aaron's Business segment begins depreciating
merchandise at the earlier of 12 months and one day from purchase or when the item is leased to customers. Aaron's Business depreciates merchandise to a
0% salvage value over the lease agreement period when on lease, generally 12 to 24 months, and generally 36 months when not on lease. Depreciation is
accelerated upon early payout.
The following is a summary of lease merchandise, net of accumulated depreciation and allowances:
(In Thousands)

September 30, 2020

Merchandise on Lease, net of Accumulated Depreciation and Allowances
Merchandise Not on Lease, net of Accumulated Depreciation and Allowances
Lease Merchandise, net of Accumulated Depreciation and Allowances

$
$

977,569
208,093
1,185,662

December 31, 2019

$
$

1,156,798
276,619
1,433,417

The Company's policies require weekly merchandise counts at its Aaron's Business store-based operations, which include write-offs for unsalable,
damaged, or missing merchandise inventories. In addition to monthly cycle counting, full physical inventories are generally taken at the fulfillment and
manufacturing facilities annually and appropriate provisions are made for missing, damaged and unsalable merchandise. In addition, the Company
monitors merchandise levels and mix by division, store, and fulfillment center, as well as the average age of merchandise on hand. If obsolete merchandise
cannot be returned to
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vendors, its carrying amount is adjusted to its net realizable value or written off. Generally, all merchandise not on lease is available for lease or sale. On a
monthly basis, all damaged, lost or unsalable merchandise identified is written off.
The Company records a provision for write-offs using the allowance method, which primarily relates to its Progressive Leasing operations and, to a lesser
extent, its Aaron's Business operations. The allowance method for lease merchandise write-offs estimates the merchandise losses incurred but not yet
identified by management as of the end of the accounting period based primarily on historical write-off experience. Other qualitative factors are considered
in estimating the allowance, such as current and forecasted business trends including, but not limited to, the potential unfavorable impacts of the COVID19 pandemic on our businesses. Given the significant uncertainty regarding the impacts of the COVID-19 pandemic on our businesses, a high level of
estimation was involved in determining the allowance as of September 30, 2020; therefore, actual lease merchandise write-offs could differ materially from
the allowance. The provision for write-offs is included in operating expenses in the accompanying condensed consolidated statements of earnings.
The following table shows the components of the allowance for lease merchandise write-offs, which is included within lease merchandise, net within the
condensed consolidated balance sheets:
Nine Months Ended September 30,
2020
2019

(In Thousands)

Beginning Balance
Merchandise Written off, net of Recoveries
Provision for Write-offs

$

Ending Balance

$

61,185 $
(160,724)
151,924
52,385 $

46,694
(168,770)
186,922
64,846

Loans Receivable, Net
Gross loans receivable represents the principal balances of credit card charges at Vive's participating merchants that remain due from cardholders, plus
unpaid interest and fees due from cardholders. The allowance and unamortized fees represent an allowance for uncollectible amounts; merchant fee
discounts, net of capitalized origination costs; promotional fee discounts; and deferred annual card fees.
Economic conditions and loan performance trends are closely monitored to manage and evaluate exposure to credit risk. Trends in delinquency rates are an
indicator of credit risk within the loans receivable portfolio, including the migration of loans between delinquency categories over time. Charge-off rates
represent another indicator of the potential for future credit losses. The risk in the loans receivable portfolio is correlated with broad economic trends, such
as current and projected unemployment rates, stock market volatility, and changes in medium and long-term risk-free rates, which are considered in
determining the allowance for loan losses and can have a material effect on credit performance.
Effective January 1, 2020 with the adoption of ASU 2016-13, Measurement of Credit Losses on Financial Instruments ("CECL") as discussed within
"Recent Accounting Pronouncements" in Note 1 to these condensed consolidated financial statements, expected lifetime losses on loans receivable are
recognized upon loan origination, which requires the Company to make its best estimate of probable lifetime losses at the time of origination. Our credit
card loans do not have contractually stated maturity dates, which requires the Company to estimate an average life of loan by analyzing historical payment
trends to determine an expected remaining life of the loan balance. The Company segments its loans receivable portfolio into homogenous pools by FICO
score and by delinquency status and evaluates loans receivable collectively for impairment when similar risk characteristics exist.
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The Company calculates the allowance for loan losses based on internal historical loss information and incorporates observable and forecasted
macroeconomic data over a twelve-month reasonable and supportable forecast period. Incorporating macroeconomic data could have a material impact on
the measurement of the allowance to the extent that forecasted data changes significantly, such as higher forecasted unemployment rates and the observed
significant market volatility associated with the COVID-19 pandemic. For any periods beyond the twelve-month reasonable and supportable forecast
period described above, the Company reverts to using historical loss information on a straight-line basis over a period of six months and utilizes historical
loss information for the remaining life of the portfolio. The Company may also consider other qualitative factors in estimating the allowance, as necessary.
For the purposes of determining the allowance as of September 30, 2020, management considered other qualitative factors such as the beneficial impact of
recent government stimulus measures to our customer base that were not fully factored into the macroeconomic forecasted data. We believe those stimulus
measures may have contributed to the recent favorable cardholder payment trends we are experiencing. We also considered the uncertain nature and extent
of any future government stimulus programs and the potential impact, if any, these programs may have on the ability of Vive's cardholders to make
payments as they come due. The allowance for loan losses is maintained at a level considered appropriate to cover expected future losses of principal,
interest and fees on active loans in the loans receivable portfolio. The appropriateness of the allowance is evaluated at each period end. To the extent that
actual results differ from estimates of uncollectible loans receivable, including the significant uncertainties caused by the COVID-19 pandemic, the
Company's results of operations and liquidity could be materially affected.
Delinquent loans receivable includes those that are 30 days or more past due based on their contractual billing dates. In response to the COVID-19
pandemic, the Company has granted affected customers payment deferrals while allowing them to maintain their delinquency status for an additional 30
days per deferral. The Company places loans receivable on nonaccrual status when they are greater than 90 days past due or upon notification of cardholder
bankruptcy, death or fraud. The Company discontinues accruing interest and fees and amortizing merchant fee discounts and promotional fee discounts for
loans receivable in nonaccrual status. Loans receivable are removed from nonaccrual status when cardholder payments resume, the loan becomes 90 days
or less past due and collection of the remaining amounts outstanding is deemed probable. Payments received on nonaccrual loans are allocated according to
the same payment hierarchy methodology applied to loans that are accruing interest. Loans receivable are charged off no later than the end of the following
month after the billing cycle in which the loans receivable become 120 days past due.
Vive extends or declines credit to an applicant through its bank partners based upon the applicant's credit rating and other factors. Below is a summary of
the credit quality of the Company's loan portfolio as of September 30, 2020 and December 31, 2019 by Fair Isaac and Company (FICO) score as
determined at the time of loan origination:
FICO Score Category

September 30, 2020

600 or Less
Between 600 and 700
700 or Greater

December 31, 2019

7.7 %
79.3 %
13.0 %

6.7 %
80.1 %
13.2 %

Prepaid Expenses and Other Assets
Prepaid expenses and other assets consist of the following:
(In Thousands)

September 30, 2020

Prepaid Expenses
Prepaid Insurance
Assets Held for Sale
Deferred Tax Asset
Other Assets
Prepaid Expenses and Other Assets

$

$

44,364
28,609
11,799
826
26,580
112,178

December 31, 2019

$

$

45,034
26,393
10,131
826
31,887
114,271

Assets Held for Sale
Certain properties, consisting of parcels of land and commercial buildings, met the held for sale classification criteria as of September 30, 2020 and
December 31, 2019. Assets held for sale are recorded at the lower of their carrying value or fair value less estimated cost to sell and are classified within
prepaid expenses and other assets in the condensed consolidated balance sheets. Depreciation is suspended on assets upon classification to held for sale.
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The carrying amount of the properties held for sale as of September 30, 2020 and December 31, 2019 is $11.8 million and $10.1 million, respectively. The
Company estimated the fair values of real estate properties using the market values for similar properties. These properties are considered Level 2 assets as
defined below.
Accounts Payable and Accrued Expenses
Accounts payable and accrued expenses consist of the following:
(In Thousands)

September 30, 2020

Accounts Payable
Accrued Insurance Costs
Accrued Salaries and Benefits
Accrued Real Estate and Sales Taxes
Other Accrued Expenses and Liabilities
Accounts Payable and Accrued Expenses

$

$

83,496
49,352
75,678
37,157
74,333
320,016

December 31, 2019

$

$

89,959
44,032
43,972
32,763
62,090
272,816

Debt
During the first quarter of 2020, the Company temporarily borrowed $300.0 million from its revolving credit facility to preserve and protect its cash
position in light of the COVID-19 pandemic. This amount was subsequently repaid on April 30, 2020. The total available credit under our revolving credit
facility as of September 30, 2020 was $486.2 million.
At September 30, 2020, the Company was in compliance with all covenants related to its outstanding debt. However, given the uncertainties associated
with the COVID-19 pandemic's impact on our operations and financial performance in future periods, there can be no assurances that we will not be
required to seek amendments or modifications to one or more of the covenants in our debt agreements and/or waivers of potential or actual defaults of those
covenants. See Note 8 to the consolidated financial statements in the 2019 Annual Report for further information regarding the Company's indebtedness.
Leases
In response to the impacts of the COVID-19 pandemic on the Aaron's Business, the Company negotiated lease concessions for approximately 184 of our
company-operated Aaron's store locations and received near-term rent abatements and deferrals of approximately $1.9 million as of September 30, 2020.
On April 10, 2020, the Financial Accounting Standards Board ("FASB") issued guidance for lease concessions executed in response to the COVID-19
pandemic, which provides a practical expedient to forego an evaluation of whether a lease concession should be accounted for as a modification if the
concession does not result in a substantial increase of the lessee's obligations. The Company has elected to apply this guidance to all lease concessions
negotiated as a result of the COVID-19 pandemic that meet these criteria.
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Goodwill
Goodwill represents the excess of the purchase price paid over the fair value of the identifiable net tangible and intangible assets acquired in connection
with business acquisitions. The following table provides information related to the carrying amount of goodwill by operating segment.
(In Thousands)

Balance at December 31, 2019
Acquisitions
Disposals, Currency Translation and Other Adjustments
Acquisition Accounting Adjustments
Impairment Loss
Balance at September 30, 2020

Progressive Leasing

$

288,801
—
—
—
—
288,801

$

Aaron’s Business

$

$

447,781 $
2,658
(941)
40
(446,893)
2,645 $

Total

736,582
2,658
(941)
40
(446,893)
291,446

The Company’s goodwill is not amortized but is subject to an impairment test at the reporting unit level annually as of October 1 and more frequently if
events or circumstances indicate that an impairment may have occurred. An interim goodwill impairment test is required if the Company believes it is more
likely than not that the carrying amount of one or more reporting units exceeds the reporting units' fair value. The Company concluded that the need for an
interim goodwill impairment test was triggered for the Aaron's Business segment as of March 31, 2020. Factors that led to this conclusion included: (i) a
significant decline in the Company's stock price and market capitalization in March 2020; (ii) the temporary closure of all company-operated store
showrooms due to the COVID-19 pandemic, which impacted our financial results and was expected to adversely impact future financial results; (iii) the
significant uncertainty with regard to the short-term and long-term impacts that macroeconomic conditions arising from the COVID-19 pandemic and
related government emergency and executive orders would have on the financial health of our customers and franchisees; and (iv) consideration given to
the amount by which the Aaron's Business fair value exceeded the carrying value from the October 1, 2019 annual goodwill impairment test.
As of March 31, 2020, the Company determined the Aaron's Business goodwill was fully impaired and recorded a goodwill impairment loss of $446.9
million during the three months ended March 31, 2020. The Company engaged the assistance of a third-party valuation firm to perform the interim
goodwill impairment test for the Aaron’s Business reporting unit. This entailed an assessment of the Aaron's Business reporting unit’s fair value relative to
the carrying value that was derived using a combination of both income and market approaches and performing a market capitalization reconciliation which
included an assessment of the control premium implied from the Company's estimated fair values of its reporting units. The fair value measurement
involved significant unobservable inputs (Level 3 inputs, as discussed more fully below). The income approach utilized the discounted future expected cash
flows, which required assumptions about short-term and long-term revenue growth or decline rates, operating margins, capital requirements, and a
weighted-average cost of capital. The income approach reflects assumptions and estimates made by management regarding direct and indirect impacts of
the COVID-19 pandemic on the short-term and long-term cash flows for the Aaron's Business reporting unit. Due to the significant uncertainty associated
with the impacts of the COVID-19 pandemic, the assumptions and estimates used by management were highly subjective. The weighted-average cost of
capital used in the income approach was adjusted to reflect the specific risks and uncertainties associated with the COVID-19 pandemic in developing the
cash flow projections. Given the uncertainty discussed above, the Company performed certain sensitivity analyses including considering reasonably
possible alternative assumptions for short-term and long-term growth or decline rates, operating margins, capital requirements, and weighted-average cost
of capital rates. Each of the sensitivity analyses performed supported the conclusion of a full impairment of the Aaron's Business goodwill.
The market approach, which includes the guideline public company method, utilized pricing multiples derived from an analysis of comparable publicly
traded companies. We believe the comparable companies we evaluate as marketplace participants serve as an appropriate reference when calculating fair
value because those companies have similar risks, participate in similar markets, provide similar products and services for their customers and compete
with us directly. However, we considered that such publicly available information regarding the comparable companies evaluated likely does not reflect the
impact of the COVID-19 pandemic in determining the multiple assumptions selected.
As of October 1, 2019, the Company performed a qualitative assessment for the goodwill of the Progressive Leasing reporting unit and concluded no
indications of impairment existed. As of March 31, 2020, the Company performed certain qualitative and quantitative procedures to estimate the
Progressive Leasing's reporting unit fair value, primarily for purposes of reconciling the estimated fair values of the Company's reporting units to the
Company's overall market capitalization, and concluded that a quantitative assessment was not necessary at that time. As a result, the Company concluded
that it was not more likely than not that the fair value of the Progressive Leasing reporting unit was below its carrying amount based on the significance of
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Progressive Leasing's estimated fair value in excess of carrying value. Subsequent to these procedures, the Company's overall market capitalization has
significantly increased and nearly all of Progressive Leasing's merchant partners have reopened most or all of their physical store locations.
Stockholders' Equity
Changes in stockholders' equity for the three and nine ended September 30, 2020 and 2019 are as follows:
Treasury Stock
(In Thousands, Except Per
Share)
Balance, December 31, 2019
Opening Balance Sheet Adjustment
- ASU 2016-13, net of taxes
Cash Dividends, $0.04 per share
Stock-Based Compensation
Reissued Shares
Net Loss
Foreign Currency Translation
Adjustment
Balance, March 31, 2020

Shares
(24,034)

$

—
—
—
368
—
—
(23,666)

$

Amount
(627,940)

Common Stock
$
45,376

Additional
Paid-in Capital
$
290,229

—
—
—
7,291
—

—
—
—
—
—

—
—
5,878
(12,640)
—

—
(620,649)

$

—
45,376

$

—
283,467

$

Retained
Earnings
2,029,613
(6,715)
(2,700)
—
—
(280,005)

$

—
1,740,193

Cash Dividends, $0.04 per share

—

—

—

—

(2,701)

Stock-Based Compensation

—

—

—

6,856

—

Reissued Shares

53

1,392

—

330

—

Repurchased Shares

—

—

—

—

—

—

—

—

—

68,377

Net Earnings
Foreign Currency Translation
Adjustment
Balance, June 30, 2020

—
(23,613)

$

—
(619,257)

$

—
45,376

$

—
290,653

$

—
1,805,869

Cash Dividends, $0.04 per share

—

—

—

—

(2,720)

Stock-Based Compensation

—

—

—

8,891

—

418

1,895

—

(126)

—

Repurchased Shares

—

—

—

—

—

Net Earnings

—

—

—

—

109,345

Reissued Shares

Foreign Currency Translation
Adjustment
Balance, September 30, 2020

—
(23,195)

$

—
(617,362)

$

—
45,376

16

$

—
299,418

Accumulated Other Total Shareholders’
Comprehensive Loss
Equity
$
(19) $
1,737,259

$

—
1,912,494

—
—
—
—
—

$

(1,754)
(1,773) $

—
—
—
—
—
$

331
(1,442) $

—
—
—
—
—
$

198
(1,244) $

(6,715)
(2,700)
5,878
(5,349)
(280,005)
(1,754)
1,446,614
(2,701)
6,856
1,722
—
68,377
331
1,521,199
(2,720)
8,891
1,769
—
109,345
198
1,638,682

AARON'S HOLDINGS COMPANY, INC. AND SUBSIDIARIES
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
(Unaudited)

Treasury Stock
(In Thousands, Except Per Share)
Balance, December 31, 2018
Opening Balance Sheet Adjustment
- ASC 842, net of taxes
Cash Dividends, $0.035 per share
Stock-Based Compensation
Reissued Shares
Repurchased Shares
Net Earnings
Foreign Currency Translation
Adjustment
Balance, March 31, 2019
Cash Dividends, $0.035 per share
Stock-Based Compensation
Reissued Shares
Repurchased Shares
Net Earnings
Foreign Currency Translation
Adjustment
Balance, June 30, 2019
Cash Dividends, $0.035 per share
Stock-Based Compensation
Reissued Shares
Repurchased Shares
Net Earnings
Foreign Currency Translation
Adjustment
Balance, September 30, 2019

Shares
(23,568)

$

—
—
—
493
—
—
—
(23,075)

$

—
—
113
(243)
—
—
(23,205)

Common Stock
$
45,376

Additional
Paid-in Capital
$
278,922

—
—
—
4,264
—
—

—
—
—
—
—
—

—
—
7,050
(15,245)
—
—

—
(563,583)

$

—
—
2,776
(14,414)
—

$

—
—
2
(399)
—
—
(23,602)

Amount
(567,847)

—
(575,221)

—
(600,180)

$

—
—
—
—
—

$

—
—
49
(25,008)
—

$

—
45,376

—
45,376

$

—
45,376

—
277,533

$

—
2,061,651

—
283,454

—
—
—
—
—
—

$

(2,386)
—
—
—
42,650

$

—
2,101,915

—
5,911
10
—
—

$

Accumulated Other Total Shareholders’
Comprehensive Loss
Equity
$
(1,087) $
1,760,708

2,592
(2,363)
—
—
—
56,078

—
6,522
284
—
—

—
—
—
—
—

$

—
270,727

$

Retained
Earnings
2,005,344

—
—
—
—
—

$

(2,363)
—
—
—
39,801

$

—
2,139,353

424
(663) $

618
(45) $
—
—
—
—
—

$

(303)
(348) $

2,592
(2,363)
7,050
(10,981)
—
56,078
424
1,813,508
(2,386)
6,522
3,060
(14,414)
42,650
618
1,849,558
(2,363)
5,911
59
(25,008)
39,801
(303)
1,867,655

Fair Value Measurement
Fair value is defined as the price that would be received to sell an asset or paid to transfer a liability in an orderly transaction between market participants at
the measurement date. To increase the comparability of fair value measures, the following hierarchy prioritizes the inputs to valuation methodologies used
to measure fair value:
Level 1—Valuations based on quoted prices for identical assets and liabilities in active markets.
Level 2—Valuations based on observable inputs other than quoted prices included in Level 1, such as quoted prices for similar assets and
liabilities in active markets, quoted prices for identical or similar assets and liabilities in markets that are not active, or other inputs that are
observable or can be corroborated by observable market data.
Level 3—Valuations based on unobservable inputs reflecting the Company's own assumptions, consistent with reasonably available
assumptions made by other market participants. These valuations require significant judgment.
The Company measures a liability related to its non-qualified deferred compensation plan, which represents benefits accrued for plan participants and is
valued at the quoted market prices of the participants' investment election, at fair value on a recurring basis. The Company measures assets held for sale at
fair value on a nonrecurring basis and records impairment charges when they are deemed to be impaired. The Company maintains certain financial assets
and liabilities, including fixed-rate long term debt, that are not measured at fair value but for which fair value is disclosed. As discussed above, the
Company performed an interim goodwill impairment analysis for the Aaron's Business which required multiple Level 3 inputs and assumptions, such as
estimates about costs of capital, future projected performance and cash flows.
The fair values of the Company's other current financial assets and liabilities, including cash and cash equivalents, accounts receivable and accounts
payable, approximate their carrying values due to their short-term nature. The fair value of loans receivable and any revolving credit borrowings also
approximate their carrying amounts.
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Recent Accounting Pronouncements
Adopted
Intangibles - Goodwill and Other. In January 2017, the FASB issued ASU 2017-04, Simplifying the Test for Goodwill Impairment. The update simplifies
how an entity is required to measure an impairment of goodwill, if any, by eliminating the requirement to calculate the implied fair value of goodwill to
measure a goodwill impairment charge. In accordance with the amendment, entities should perform the annual goodwill impairment test by comparing the
carrying value of their reporting units to their fair value. If the carrying value of the reporting unit exceeds the fair value, an entity should record an
impairment charge for the amount by which its carrying amount exceeds its reporting unit’s fair value; however, the charge recognized should not exceed
the total amount of goodwill allocated to that reporting unit. The Company adopted the amendment in the first quarter of 2020 and recorded a $446.9
million impairment charge, representing a full impairment of the goodwill within the Aaron's Business reporting unit.
Financial Instruments - Credit Losses. In June 2016, the FASB issued ASU 2016-13, Measurement of Credit Losses on Financial Instruments. The main
objective of the update is to provide financial statement users with more decision-useful information about the expected credit losses on financial
instruments and other commitments to extend credit held by companies at each reporting date. For trade and other receivables, held to maturity debt
securities and other instruments, companies are required to use a new forward-looking "expected losses" model that generally results in the recognition of
allowances for losses earlier than under previous accounting guidance. The Company's operating lease activities within Progressive Leasing and Aaron's
Business are not impacted by ASU 2016-13, as operating lease receivables are not in the scope of the CECL model. The implementation of CECL also did
not have a material impact to the Company's Progressive Leasing or Aaron's Business segments. The Company is impacted by ASU 2016-13 within its
Vive segment by requiring earlier recognition of estimated credit losses in the consolidated statements of earnings. Although the CECL model requires the
estimated credit losses to be recognized at the time of loan origination, the related merchant fee discount continues to be amortized as interest and fee
revenue on a straight-line basis over the initial 24-month period that the card is active. Therefore, on a loan-by-loan basis, the CECL model results in higher
losses recognized upon loan origination for the estimated credit losses, generally followed by higher net earnings as the related merchant fee discount is
amortized to interest and fee revenue, and as interest revenue is accrued and earned on the outstanding loan. Although the CECL model results in earlier
recognition of credit losses in the statements of earnings, the adoption of CECL results in no changes related to the loan's cash flows or the fundamental
economics of the business.
The Company adopted ASU 2016-13 on a modified retrospective basis during the first quarter of 2020, which required a cumulative-effect adjustment to
the opening balance of retained earnings in the period of adoption. The application of this transition method resulted in a cumulative-effect non-cash
adjustment of $6.7 million, representing a decrease to the Company's January 1, 2020 retained earnings balance, net of tax. This was due primarily to the
recognition of a $9.5 million increase to the allowance for loan losses as a result of the new CECL model. The Company has finalized its CECL controls
and accounting policies, which were in place as of January 1, 2020.
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NOTE 2. FAIR VALUE MEASUREMENT
Financial Assets and Liabilities Measured at Fair Value on a Recurring Basis
The following table summarizes financial liabilities measured at fair value on a recurring basis:
(In Thousands)

September 30, 2020
Level 2

Level 1

Deferred Compensation Liability

$

—

$

Level 3

(11,364) $

December 31, 2019
Level 2

Level 1

—

$

—

$

Level 3

(11,201) $

—

The Company maintains the Aaron’s Holdings Company, Inc. Deferred Compensation Plan, which is an unfunded, nonqualified deferred compensation
plan for a select group of management, highly compensated employees and non-employee directors. The liability is recorded in accounts payable and
accrued expenses in the condensed consolidated balance sheets. The liability represents benefits accrued for plan participants and is valued at the quoted
market prices of the participants’ investment elections, which consist of equity and debt "mirror" funds. As such, the Company has classified the deferred
compensation liability as a Level 2 liability.
Non-Financial Assets and Liabilities Measured at Fair Value on a Nonrecurring Basis
The following table summarizes non-financial assets measured at fair value on a nonrecurring basis:
(In Thousands)

September 30, 2020
Level 2

Level 1

Assets Held for Sale

$

—

$

11,799

Level 3

$

December 31, 2019
Level 2

Level 1

—

$

—

$

10,131

Level 3

$

—

Assets classified as held for sale are recorded at the lower of carrying value or fair value less estimated costs to sell, and any adjustment is recorded in other
operating income, net or restructuring expenses, net (if the asset is a part of the Company's restructuring programs as described in Note 6) in the condensed
consolidated statements of earnings. The highest and best use of the assets held for sale is as real estate land parcels for development or real estate
properties for use or lease; however, the Company has chosen not to develop or use these properties.
Certain Financial Assets and Liabilities Not Measured at Fair Value
The following table summarizes the fair value of liabilities that are not measured at fair value in the condensed consolidated balance sheets, but for which
the fair value is disclosed:
(In Thousands)

September 30, 2020
Level 2

Level 1

Fixed-Rate Long Term Debt1
1

$

—

$

(61,886) $

Level 3

December 31, 2019
Level 2

Level 1

—

$

—

$

(123,705) $

Level 3

—

The fair value of fixed-rate long term debt is estimated using the present value of underlying cash flows discounted at a current market yield for similar
instruments. The carrying amount of fixed-rate long term debt was $60.0 million and $120.0 million at September 30, 2020 and December 31, 2019,
respectively.
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NOTE 3. LOANS RECEIVABLE
The following is a summary of the Company’s loans receivable, net:
(In Thousands)

September 30, 2020

Loans Receivable, Gross
Unamortized Fees
Loans Receivable, Amortized Cost
Allowance for Loan Losses
Loans Receivable, Net of Allowances and Unamortized Fees

$

December 31, 2019

111,366 $
(8,355)
103,011
(35,415)
67,596 $

$

96,387
(6,223)
90,164
(14,911)
75,253

The table below presents credit quality indicators of the amortized cost of the Company's loans receivable by origination year:
(In Thousands)
As of September 30, 2020

FICO Score Category:
600 or Less
Between 600 and 700
700 or Greater
Total Amortized Cost

2020

$

$

5,217
42,290
7,624
55,131

2019

$

$

2018

2,268
21,404
2,308
25,980

$

$

715
8,932
1,310
10,957

2017

$

$

2016

103
5,039
909
6,051

$

$

Prior

75
2,948
801
3,824

$

$

15
862
191
1,068

Total

$

$

8,393
81,475
13,143
103,011

Included in the table below is an aging of the loans receivable, gross balance:
(Dollar Amounts in Thousands)
Aging Category1

September 30, 2020

30-59 days past due
60-89 days past due
90 or more days past due
Past due loans receivable
Current loans receivable
Balance of Credit Card Loans on Nonaccrual Status
Balance of Loans Receivable 90 or More Days Past Due and Still Accruing Interest and Fees
1

$
$

5.3 %
2.5 %
3.0 %
10.8 %
89.2 %
1,641
$
—
$

December 31, 2019

6.9 %
3.6 %
5.0 %
15.5 %
84.5 %
2,284
—

Customers that were granted a payment deferral due to factors caused by the COVID-19 pandemic maintained their delinquency status for an additional
30 days. This did not materially impact the aging disclosed above.
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The tables below present the components of the allowance for loan losses for the three and nine months ended September 30, 2020 and 2019:
Three Months Ended September 30,
2020
2019

(In Thousands)

Beginning Balance
Provision for Loan Losses
Charge-offs
Recoveries

$

Ending Balance

$

30,693 $
7,611
(3,781)
892
35,415 $

12,783
6,068
(5,423)
626
14,054

Nine Months Ended September 30,
2020
2019

(In Thousands)

Beginning Balance
CECL Transition Adjustment1
Provision for Loan Losses
Charge-offs
Recoveries

$

Ending Balance

$

14,911 $
9,463
23,761
(15,115)
2,395
35,415 $

12,970
—
15,291
(16,065)
1,858
14,054

1

Upon the January 1, 2020 adoption of CECL as further described in Note 1 to these condensed consolidated financial statements, the Company increased
its allowance for loan losses by $9.5 million, which was recorded as a cumulative-effect adjustment to the opening balance of the Company's 2020 retained
earnings adjustment.
NOTE 4. COMMITMENTS AND CONTINGENCIES
Guarantees
The Company has guaranteed certain debt obligations of some of the Aaron's Business franchisees under a franchise loan program with one of the banks in
our Credit Agreement. In the event these franchisees are unable to meet their debt service payments or otherwise experience an event of default, the
Company would be unconditionally liable for the outstanding balance of the franchisees’ debt obligations under the franchise loan program, which would
be due in full within 75 days of the event of default. At September 30, 2020, the maximum amount that the Company would be obligated to repay in the
event franchisees defaulted was $18.6 million, and the total facility commitment was $25.0 million. The Company has recourse rights to franchisee assets
securing the debt obligations, which consist primarily of lease merchandise and fixed assets. Since the inception of the franchise loan program in 1994, the
Company's losses associated with the program have been immaterial, but could be material in a future period due to the COVID-19 pandemic's impact on
franchisee operations and financial performance or other adverse trends in the liquidity and/or financial performance of the Company's franchisees. The
Company records a liability related to estimated future losses from repaying the franchisees' outstanding debt obligations upon any possible future events of
default. This is included in accounts payable and accrued expenses in the condensed consolidated balance sheets and was $2.4 million and $0.4 million as
of September 30, 2020 and December 31, 2019, respectively.
The Company is subject to financial covenants under the franchise loan program that are consistent with the Revolving Credit and Term Loan Agreement,
which are more fully described in Note 8 to the consolidated financial statements in the 2019 Annual Report. The Company is in compliance with all
covenants at September 30, 2020 and believes it will continue to be in compliance in the future. However, given the uncertainties associated with the
COVID-19 pandemic's impact on our operations and financial performance in future periods, there can be no assurances that we will not be required to
seek amendments or modifications to one or more of the covenants in our debt agreements and/or waivers of potential or actual defaults of those covenants.
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Legal and Regulatory Proceedings
From time to time, the Company is party to various legal and regulatory proceedings arising in the ordinary course of business.
Some of the proceedings to which the Company is currently a party are described below. The Company believes it has meritorious defenses to all of the
claims described below, and intends to vigorously defend against the claims. However, these proceedings are still developing and due to the inherent
uncertainty in litigation, regulatory and similar adversarial proceedings, there can be no guarantee that the Company will ultimately be successful in these
proceedings, or in others to which it is currently a party. Substantial losses from these proceedings or the costs of defending them could have a material
adverse impact upon the Company’s business, financial position and results of operations.
The Company establishes an accrued liability for legal and regulatory proceedings when it determines that a loss is both probable and the amount of the
loss can be reasonably estimated. The Company continually monitors its litigation and regulatory exposure and reviews the adequacy of its legal and
regulatory reserves on a quarterly basis. The amount of any loss ultimately incurred in relation to matters for which an accrual has been established may be
higher or lower than the amounts accrued for such matters.
The Company accrued $4.3 million and $182.9 million as of September 30, 2020 and December 31, 2019, respectively, for pending legal and regulatory
matters for which it believes losses are probable and is the Company's best estimate of its exposure to loss. The accrual at December 31, 2019 included a
$175.0 million settlement with the Federal Trade Commission (the "FTC") discussed in more detail below, which was recorded as accrued regulatory
expense in the consolidated balance sheet. The Company records the other legal and regulatory liabilities in accounts payable and accrued expenses in the
condensed consolidated balance sheet. As of September 30, 2020, the Company has a receivable of $1.0 million for anticipated insurance proceeds on
outstanding and settled legal matters which is recorded within prepaid expenses and other assets in the condensed consolidated balance sheet. The
Company estimated that the aggregate range of reasonably possible loss in excess of accrued liabilities for such probable loss contingencies is between $0
and $1.0 million as of September 30, 2020.
At September 30, 2020, the Company estimated that the aggregate range of loss for all material pending legal and regulatory proceedings for which a loss
is reasonably possible, but less likely than probable (i.e., excluding the contingencies described in the preceding paragraph), is between $0 and $1.0
million. Those matters for which a reasonable estimate is not possible are not included within estimated ranges and, therefore, the estimated ranges do not
represent the Company's maximum loss exposure. The Company’s estimates for legal and regulatory accruals, aggregate probable loss amounts and
reasonably possible loss amounts are all subject to the uncertainties and variables described above.
Regulatory Inquiries
In July 2018, the Company received civil investigative demands ("CIDs") from the FTC regarding disclosures related to lease-to-own and other financial
products offered by the Company through the Aaron's Business and Progressive Leasing and whether such disclosures violate the Federal Trade
Commission Act (the "FTC Act"). Although we believe such disclosures were in compliance with the FTC Act and have not admitted to any wrongdoing,
in December 2019, Progressive Leasing reached an agreement in principle with the staff of the FTC with respect to a tentative settlement to resolve the
FTC inquiry, pursuant to which Progressive would pay $175.0 million to the FTC. Because Progressive reached a tentative agreement with respect to the
financial terms of the settlement in December 2019, the Company recognized a charge of $179.3 million during the fourth quarter of 2019, including $4.3
million of incurred legal fees. In January 2020, Progressive and the FTC staff agreed in principle on the terms of a related consent order which, among
other matters, requires Progressive to undertake certain compliance-related activities, including monitoring, disclosure and reporting requirements. The
proposed consent order was approved by the FTC on April 17, 2020 and approved by the United States District Court for the Northern District of Georgia
on April 22, 2020. The Company paid the $175.0 million settlement amount to the FTC on April 27, 2020.
In April 2019, the Aaron’s Business, along with other lease-to-own companies, received an unrelated CID from the FTC focused on certain transactions
involving the contingent purchase and sale of customer lease agreements with other lease-to-own companies, and whether such transactions violated the
FTC Act. Although we believe those transactions did not violate any laws and we have not admitted any wrongdoing, in August 2019, the Company
reached an agreement in principle with the FTC staff to resolve the issues raised in that CID. The proposed consent agreement, which would prohibit such
contingent purchases and sales of customer lease portfolios in the future but would not require any payments to the FTC, was approved by the FTC on
February 21, 2020.
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Litigation Matters
In Stein v. Aaron's, Inc., et. al., filed in the United States District Court for the Southern District of New York on February 28, 2020, the plaintiffs allege
that from March 2, 2018 through February 19, 2020, Aaron's made certain misleading public statements about the Company's business, operations, and
prospects. The allegations underlying the lawsuit principally relate to the Federal Trade Commission's inquiry into disclosures related to lease-to-own and
other financial products offered by the Company through the Aaron's Business and Progressive Leasing segments. The Company believes the claims are
without merit and intends to vigorously defend against this lawsuit. The case has been transferred to the United States District Court for the Northern
District of Georgia, where the Company has filed a motion to dismiss the case.
Other Contingencies
The Company is a party to various claims and legal proceedings arising in the ordinary course of business. Management regularly assesses the Company’s
insurance deductibles, monitors the Company's litigation and regulatory exposure with the Company's attorneys and evaluates its loss experience. The
Company also enters into various contracts in the normal course of business that may subject it to risk of financial loss if counterparties fail to perform their
contractual obligations.
Off-Balance Sheet Risk
The Company, through its Vive business, has unconditionally cancellable unfunded lending commitments totaling approximately $248.6 million and
$225.0 million as of September 30, 2020 and December 31, 2019, respectively, that do not give rise to revenues and cash flows. These unfunded
commitments arise in the ordinary course of business from credit card agreements with individual cardholders that give them the ability to borrow, against
unused amounts, up to the maximum credit limit assigned to their account. While these unfunded amounts represent the total available unused lines of
credit, the Company does not anticipate that all cardholders will utilize their entire available line at any given point in time. Commitments to extend
unsecured credit are agreements to lend to a cardholder so long as there is no violation of any condition established in the contract. Commitments generally
have fixed expiration dates or other termination clauses. Since many of the commitments are expected to expire without being drawn upon, the total
commitment amounts do not necessarily represent future cash requirements.
Prior to the January 1, 2020 adoption of CECL as discussed further in Note 1, the Company recorded a reserve for losses on unfunded loan commitments,
which was approximately $0.4 million as of December 31, 2019 and was included in accounts payable and accrued expenses in the consolidated balance
sheet. Upon the adoption of CECL, the Company reversed the aforementioned reserve for losses on unfunded loan commitments and recorded a
corresponding increase of $0.4 million to its January 1, 2020 retained earnings balance.
NOTE 5. SEGMENTS
As of September 30, 2020, the Company has three operating and reportable segments: Progressive Leasing, Aaron's Business and Vive.
Progressive Leasing is a leading virtual lease-to-own company that provides lease-purchase solutions on a variety of products, including furniture and
appliance, jewelry, mobile phones and accessories, mattresses, and automobile electronics and accessories.
The Aaron's Business offers furniture, home appliances, consumer electronics and accessories to consumers through a lease-to-own agreement through the
Company's Aaron's-branded stores in the United States and Canada and e-commerce platform. This operating segment also supports franchisees of its
Aaron's stores. In addition, the Aaron's Business segment includes the operations of Woodhaven, which manufactures and supplies the majority of the
bedding and a significant portion of the upholstered furniture leased and sold in company-operated and franchised stores.
Vive offers a variety of second-look financing programs originated through third-party federally insured banks to customers of participating merchants and,
together with Progressive Leasing, allows the Company to provide retail partners with below-prime customers one source for financing and leasing
transactions.
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Disaggregated Revenue
The following table presents revenue by source and by segment for the three months ended September 30, 2020:
Three Months Ended September 30, 2020
Progressive
Leasing

(In Thousands)
1

Lease Revenues and Fees
Retail Sales2
Non-Retail Sales2
Franchise Royalties and Fees2
Interest and Fees on Loans Receivable3
Other
Total
1

2
3

$

$

Aaron's Business

601,105 $
—
—
—
—
—
601,105 $

384,182 $
13,553
34,820
8,079
—
325
440,959 $

Vive

— $
—
—
—
10,233
—
10,233 $

Total

985,287
13,553
34,820
8,079
10,233
325
1,052,297

Substantially all lease revenues and fees are within the scope of ASC 842, Leases. The Company had $7.0 million of other revenue within the scope of
ASC 606, Revenue from Contracts with Customers.
Substantially all retail sales, non-retail sales and franchise royalties and fees are within the scope of ASC 606, Revenue from Contracts with Customers.
All interest and fees on loans receivable are within the scope of ASC 310, Credit Card Interest & Fees.

The following table presents revenue by source and by segment for the three months ended September 30, 2019:
Three Months Ended September 30, 2019
Progressive
Leasing

(In Thousands)

Lease Revenues and Fees1
Retail Sales2
Non-Retail Sales2
Franchise Royalties and Fees2
Interest and Fees on Loans Receivable3
Other
Total

$

$

Aaron's Business

528,850 $
—
—
—
—
—
528,850 $

377,926 $
8,854
31,085
8,087
—
319
426,271 $

Vive

— $
—
—
—
8,687
—
8,687 $

Total

906,776
8,854
31,085
8,087
8,687
319
963,808

1 Substantially

all lease revenues and fees are within the scope of ASC 842, Leases. The Company had $7.0 million of other revenue within the scope of
ASC 606, Revenue from Contracts with Customers.

2 Substantially
3 All

all retail sales, non-retail sales and franchise royalties and fees are within the scope of ASC 606, Revenue from Contracts with Customers.

interest and fees on loans receivable are within the scope of ASC 310, Credit Card Interest & Fees.
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The following table presents revenue by source and by segment for the nine months ended September 30, 2020:
Nine Months Ended September 30, 2020
Progressive
Leasing

(In Thousands)

Lease Revenues and Fees1
Retail Sales2
Non-Retail Sales2
Franchise Royalties and Fees2
Interest and Fees on Loans Receivable3
Other
Total
1

2
3

$

$

Aaron's Business

1,849,388 $
—
—
—
—
—
1,849,388 $

1,153,799 $
37,104
94,710
18,168
—
966
1,304,747 $

Vive

— $
—
—
—
29,555
—
29,555 $

Total

3,003,187
37,104
94,710
18,168
29,555
966
3,183,690

Substantially all lease revenues and fees are within the scope of ASC 842, Leases. The Company had $20.5 million of other revenue within the scope of
ASC 606, Revenue from Contracts with Customers.
Substantially all retail sales, non-retail sales and franchise royalties and fees are within the scope of ASC 606, Revenue from Contracts with Customers.
All interest and fees on loans receivable are within the scope of ASC 310, Credit Card Interest & Fees.

The following table presents revenue by source and by segment for the nine months ended September 30, 2019:
Nine Months Ended September 30, 2019
Progressive
Leasing

(In Thousands)

Lease Revenues and Fees1
Retail Sales2
Non-Retail Sales2
Franchise Royalties and Fees2
Interest and Fees on Loans Receivable3
Other
Total

$

$

Aaron's Business

1,568,584 $
—
—
—
—
—
1,568,584 $

1,189,914 $
30,561
102,190
25,899
—
961
1,349,525 $

Vive

— $
—
—
—
25,943
—
25,943 $

Total

2,758,498
30,561
102,190
25,899
25,943
961
2,944,052

1 Substantially

all lease revenues and fees are within the scope of ASC 842, Leases. The Company had $20.4 million of other revenue within the scope of
ASC 606, Revenue from Contracts with Customers.

2 Substantially
3 All

all retail sales, non-retail sales and franchise royalties and fees are within the scope of ASC 606, Revenue from Contracts with Customers.

interest and fees on loans receivable are within the scope of ASC 310, Credit Card Interest & Fees.
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Measurement of Segment Profit or Loss and Segment Assets
The Company evaluates performance and allocates resources based on revenue growth and pre-tax profit or loss from operations. Intersegment sales are
completed at internally negotiated amounts. Since the intersegment profit affects inventory valuation, depreciation and cost of goods sold they are adjusted
when intersegment profit is eliminated in consolidation. The Company determines earnings (loss) before income taxes for all reportable segments in
accordance with U.S. GAAP. Interest expense is allocated to the Progressive Leasing and Vive segments based on a percentage of the outstanding balances
of their intercompany borrowings and of the debt incurred when they were acquired. The following is a summary of earnings (loss) before income taxes by
segment:
Three Months Ended
September 30,
(In Thousands)

2020

Earnings (Loss) Before Income Taxes:
Progressive Leasing
Aaron's Business1
Vive
Total Earnings (Loss) Before Income Taxes
1

$

$

Nine Months Ended
September 30,
2019

103,835 $
39,808
(3,306)
140,337 $

2020

53,473 $
932
(2,740)
51,665 $

2019

222,636 $
(393,540)
(10,675)
(181,579) $

167,267
18,658
(7,133)
178,792

Loss before income taxes for the Aaron's Business during the nine months ended September 30, 2020 was impacted by (i) goodwill impairment charges of
$446.9 million incurred during the three months ended March 31, 2020, (ii) $14.1 million related to an early termination fee for a sales and marketing
agreement during the three months ended March 31, 2020, and (iii) restructuring charges of $33.3 million related to operating lease right-of-use asset
impairment and operating lease charges, fixed asset impairment charges, and workforce reductions, of which $4.0 million was incurred during the three
months ended September 30, 2020.
Earnings before income taxes for the Aaron's Business during the nine months ended September 30, 2019 includes restructuring charges of $37.5
million related to closed store right-of-use asset impairment and operating lease charges, the write-off and impairment of store property, plant and
equipment and related workforce reductions, of which $5.5 million was incurred during the three months ended September 30, 2019.

The following is a summary of total assets by segment and shared corporate-related assets.
(In Thousands)

September 30, 2020

Assets:
Progressive Leasing
Aaron's Business1,2
Vive
Other3
Total Assets

$

$

1,129,095
1,093,013
81,303
581,521
2,884,932

December 31, 2019

$

$

1,261,786
1,740,281
85,825
209,908
3,297,800

1 Includes

inventory (principally raw materials and work-in-process) that has been classified within lease merchandise in the condensed consolidated
balance sheets of $16.4 million and $14.0 million as of September 30, 2020 and December 31, 2019, respectively.

2 During

the nine months ended September 30, 2020, the Aaron's Business segment assets were impacted by a goodwill impairment charge of $446.9
million to fully write-off its goodwill balance.

3 Corporate-related

assets that benefit multiple segments are reported as other assets.
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NOTE 6. RESTRUCTURING
Real Estate Repositioning and Optimization Restructuring Program
During the first quarter of 2020, the Company initiated a real estate repositioning and optimization restructuring program. This program includes a strategic
plan to remodel, reposition and consolidate our company-operated store footprint over the next 3-4 years. We believe that such strategic actions will allow
the Company to continue to successfully serve our markets while continuing to utilize our growing Aarons.com shopping and servicing platform.
Management expects that this strategy, along with our increased use of technology, will enable us to reduce store count while retaining a significant portion
of our existing customer relationships as well as attracting new customers.
Since initiation, the program has resulted in the closure and consolidation of 88 company-operated stores during the first nine months of 2020. We currently
expect to close and consolidate approximately 35 additional stores over the next three to six months. Total net restructuring expenses of $2.7 million and
$25.2 million were recorded for the three and nine months ended September 30, 2020 under the real estate repositioning and optimization restructuring
program, all of which were incurred within the Aaron's Business segment. Restructuring expenses for the three and nine months ended September 30, 2020
were comprised mainly of operating lease right-of-use asset and fixed asset impairment charges related to the vacancy or planned vacancy of the stores
identified for closure, continuing variable maintenance charges and taxes incurred related to closed stores, and severance charges to rationalize our field
support and store support center staff to better align the organization with current operations and business conditions.
To the extent that management executes on its long-term strategic plan, additional restructuring charges will likely result from our real estate repositioning
and optimization initiatives, primarily related to operating lease right-of-use asset and fixed asset impairments over the next 3-4 years. However, the extent
of future restructuring charges is not estimable at this time, as specific store locations to be closed and/or consolidated have not yet been identified by
management.
2019 Restructuring Program
During the first quarter of 2019, the Company initiated a restructuring program to further optimize its company-operated Aaron's Business store portfolio,
which resulted in the closure and consolidation of 155 underperforming company-operated stores during 2019. The Company also further rationalized its
store support center and field support staff, which resulted in a reduction in associate headcount in those areas to more closely align with current business
conditions.
Total net restructuring expenses of $1.1 million and $6.2 million were recorded for the three and nine months ended September 30, 2020 under the 2019
restructuring program, all of which were incurred within the Aaron's Business segment. Restructuring expenses for the three and nine months ended
September 30, 2020 were comprised principally of closed store operating lease right-of-use asset impairment charges due to changes in estimates of future
sublease activity of the vacant properties. These costs were included in restructuring expenses, net in the condensed consolidated statements of earnings.
We expect future restructuring expenses (reversals) due to potential future early buyouts of leases with landlords as well as continuing variable maintenance
charges and taxes.
2017 and 2016 Restructuring Programs
During the years ended December 31, 2017 and 2016, the Company initiated restructuring programs to rationalize its company-operated Aaron's Business
store portfolio to better align with marketplace demand. The programs resulted in the closure and consolidation of 139 underperforming company-operated
stores throughout 2016, 2017, and 2018. The Company also optimized its store support center and field support staff, which resulted in a reduction in
associate headcount in those areas to more closely align with current business conditions.
Total net restructuring expenses of $0.2 million and $1.9 million were recorded for the three and nine months ended September 30, 2020 under the 2017
and 2016 restructuring programs, all of which were incurred within the Aaron's Business segment. Restructuring expenses for the three and nine months
ended September 30, 2020 were comprised principally of closed store operating lease right-of-use asset impairment charges due to changes in estimates of
future sublease activity of the vacant properties. These costs were included in restructuring expenses, net in the condensed consolidated statements of
earnings. We expect future restructuring expenses (reversals) due mainly to potential future early buyouts of leases with landlords as well as continuing
variable maintenance charges and taxes, but do not expect these charges or reversals to be material.
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The following table summarizes restructuring charges for the three and nine months ended September 30, 2020 and 2019, respectively, under the three
programs:
Three Months Ended September 30,
2020
2019

(In Thousands)

Nine Months Ended September 30,
2020
2019

Right-of-Use Asset Impairment
Operating Lease Charges
Severance
Fixed Asset Impairment
Other Expenses

$

892
1,748
986
216
199

$

587
1,241
376
2,174
1,138

$

19,526
4,318
5,711
3,168
595

$

23,597
3,019
3,368
4,743
2,808

Total Restructuring Expenses, Net

$

4,041

$

5,516

$

33,318

$

37,535

To date, the Company has incurred charges of $42.8 million under the 2016 and 2017 restructuring programs, $44.6 million under the 2019 restructuring
program, and $25.2 million under the real estate repositioning and optimization restructuring program. These cumulative charges are primarily comprised
of operating lease right-of-use asset and fixed impairment charges, losses recognized related to contractual lease obligations, and severance related to
reductions in store support center and field support staff headcount.
The following table summarizes the balances of the accruals for the restructuring programs, which are recorded in accounts payable and accrued expenses
in the condensed consolidated balance sheets, and the activity for the nine months ended September 30, 2020:
(In Thousands)

Severance

Balance at January 1, 2020

$

756

$

5,711
(4,981)
1,486

Restructuring Severance Charges
Payments
Balance at September 30, 2020
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ITEM 2. MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS
Special Note Regarding Forward-Looking Information: Except for historical information contained herein, the matters set forth in this Form 10-Q are
forward-looking statements. These statements are based on management’s current expectations and plans, which involve risks and uncertainties. Such
forward-looking statements generally can be identified by the use of forward-looking terminology such as "anticipate," "believe," "could," "estimate,"
"expect," "intend," "plan," "project," "would," "should," and similar expressions. You are cautioned not to place undue reliance on these forward-looking
statements, which speak only as of the filing date of this Quarterly Report and which involve risks and uncertainties that may cause actual results to differ
materially from those set forth in these statements. These risks and uncertainties include factors such as (i) uncertainties as to the timing of the separation
and whether it will be completed; (ii) the possibility that various closing conditions for the separation may not be satisfied; (iii) failure of the separation to
qualify for the expected tax treatment; (iv) ) the risk that the Progressive Leasing and Aaron's businesses will not be separated successfully or such
separation may be more difficult, time-consuming and/or costly than expected; (v) the possibility that the operational, strategic and shareholder value
creation opportunities from the separation may not be achieved; (vi) the impact of the COVID-19 pandemic and related measures taken by governmental or
regulatory authorities to combat the pandemic, including the impact of the pandemic and such measures on: (a) demand for the lease-to-own products
offered by our Progressive Leasing and Aaron’s Business segments, (b) Progressive Leasing’s retail partners, (c) our customers, including their ability and
willingness to satisfy their obligations under their lease agreements, (d) our suppliers’ ability to provide us with the merchandise we need to obtain from
them, (e) our associates, (f) our labor needs, including our ability to adequately staff our operations, (g) our financial and operational performance and (h)
our liquidity; (vii) changes in the enforcement of existing laws and regulations and the adoption of new laws and regulations that may unfavorably impact
our businesses; (viii) the effects of our announcement of Progressive Leasing’s settlement and court-approved consent order with the FTC on our
reputation and business; (ix) our strategic plan, including the Aaron's Business real estate repositioning and consolidation components of that plan, failing
to deliver the benefits and outcomes we expect, with respect to improving our Aaron’s Business in particular; (x) increased competition from traditional and
virtual lease-to-own competitors, as well as from traditional and on-line retailers and other competitors; (xi) financial challenges faced by our franchisees,
which we believe may be exacerbated by the COVID-19 pandemic and related governmental or regulatory measures to combat the pandemic; and (xii)
other risks and uncertainties discussed under Item 1A, "Risk Factors," in the Company's Annual Report on Form 10-K for the fiscal year ended
December 31, 2019 (the "2019 Annual Report") and under Item 1A, "Risk Factors" of Part II of this Form 10-Q below. Except as required by law, the
Company undertakes no obligation to update these forward-looking statements to reflect subsequent events or circumstances after the filing date of this
Quarterly Report.
The following discussion should be read in conjunction with the condensed consolidated financial statements as of and for the three and nine months ended
September 30, 2020 and 2019, including the notes to those statements, appearing elsewhere in this report. We also suggest that management’s discussion
and analysis appearing in this report be read in conjunction with the management’s discussion and analysis and consolidated financial statements included
in our 2019 Annual Report.
Description of Holding Company Formation and Proposed Transaction
On October 16, 2020, management of Aaron's, Inc. finalized the formation of a new holding company structure in anticipation of the separation and
distribution transaction described below. Under the holding company structure, Aaron's, Inc. became a direct, wholly owned subsidiary of a newly formed
company, Aaron's Holdings Company, Inc. Upon completion of the holding company formation, Aaron's Holdings Company, Inc. became the publicly
traded parent company of the Progressive Leasing, Aaron's Business, and Vive segments.
Unless the context otherwise requires or we specifically indicate otherwise, references to “we,” “us,” “our,” and “the Company” refer to Aaron's, Inc. prior
to the completion of the holding company formation transaction described herein and to Aaron's Holdings Company, Inc. following completion of the
holding company formation transaction described herein.
On July 29, 2020, the Company announced its intention to separate its Aaron's Business segment from its Progressive Leasing and Vive segments, which
would result in two separate companies via a spin-off of a newly formed company, Aaron's SpinCo, Inc., a Georgia corporation (“Aaron’s SpinCo”). Upon
completion of the separation and distribution, Aaron's SpinCo will be a new, publicly traded company that is expected to be traded on the New York Stock
Exchange ("NYSE") and will be comprised of the existing Aaron's Business segment. Aaron's Holdings Company, Inc. will continue to be traded on the
NYSE and will be comprised of the existing Progressive Leasing and Vive segments. We currently expect to complete the separation and distribution prior
to December 31, 2020.
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Business Overview
Aaron's Holdings Company, Inc. serves as a leading omnichannel provider of lease-to-own solutions to individual consumers. As of September 30, 2020,
the Company's operating and reportable segments are Progressive Leasing, Aaron's Business and Vive.
Progressive Leasing is a virtual lease-to-own company that provides lease-purchase solutions through approximately 20,000 retail locations in 46 states and
the District of Columbia. It does so by purchasing merchandise from third-party retailers desired by those retailers’ customers and, in turn, leasing that
merchandise to the customers through a no penalty cancellable lease-to-own transaction. Progressive Leasing consequently has no stores of its own, but
rather offers lease-purchase solutions to the customers of traditional and e-commerce retailers.
Aaron’s Business offers furniture, appliances, electronics, computers and a variety of other products and accessories to consumers with a lease-to-own
agreement through its company-operated stores in the United States and Canada, as well as through its e-commerce platform, Aarons.com. This operating
segment also supports franchisees of its Aaron’s stores. In addition, the Aaron’s Business segment includes the operations of Woodhaven, which
manufactures and supplies the majority of the bedding and a significant portion of the upholstered furniture leased and sold in company-operated and
franchised stores.
Vive partners with merchants to provide a variety of revolving credit products originated through third-party federally insured banks to customers that may
not qualify for traditional prime lending (called "second-look" financing programs).
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Recent Developments and Operational Measures Taken by Us in Response to the COVID-19 Pandemic
On March 11, 2020, the World Health Organization declared the outbreak of COVID-19 a pandemic. In response, local, state and federal governmental
authorities issued various forms of stay-at-home orders. Those orders resulted in store closures or reduced hours and scope of operations for many of
Progressive Leasing’s retail partners. In addition, demand for those retail partners’ merchandise was unfavorably impacted by their customers voluntarily
electing to stay-at-home, even for those retail partners whose stores were able to remain open due to being classified as essential businesses. Most stay-athome orders were lifted during the second quarter of 2020, and most of Progressive Leasing's retail partners reopened during the second quarter under
various operating models, such as reopening physical locations at full capacity or at reduced capacity and/or with curbside-only transactions. While
customer demand has improved throughout the third quarter of 2020, supply chain disruptions have resulted in shortages of available products at certain of
Progressive Leasing's retail partners, primarily in the appliance, electronics and furniture categories. These developments had an unfavorable impact on
Progressive Leasing’s generation of new lease agreements, invoice volumes and revenues during the first, second and third quarters of 2020.
Although our Aaron's Business was classified as a provider of essential products in most jurisdictions, and thus, its store showrooms generally were not
required to close, the Aaron's Business temporarily closed it showrooms in March 2020 and shifted to e-commerce and curbside service only for all of its
company-operated Aaron's stores in order to protect the health and safety of its customers and associates, except where such curbside service was
prohibited by governmental authorities. Additionally, we have experienced disruptions in our supply chain which have impacted product availability in
some of our stores, and in some situations required us to procure inventory from alternative sources at higher costs. These developments had an
unfavorable impact on the Aaron's Business' generation of lease agreements during the first, second and third quarters of 2020.
While we have since reopened nearly all of our Aaron's Business store showrooms and Progressive Leasing's retail partners have resumed operations, there
can be no assurance that these operations will continue to remain open, if, for example, there are localized increases or "second waves" in the number of
COVID-19 cases and, in response, governmental authorities issue orders requiring such closures or limitations on operations, or we voluntarily close our
showrooms or retail partners limit their operations to protect the health and safety of our customers and associates. Such governmental requirements or
voluntary actions could adversely impact future financial performance.
The COVID-19 pandemic may adversely impact our business, results of operations, financial condition, liquidity and/or cash flow in future periods. The
extent of any such adverse impacts likely would depend on several factors, including (i) the length and severity of the outbreak, including, for example,
localized outbreaks or a "second wave" outbreak of COVID-19 cases later in the year; (ii) the impact of any such outbreaks on our customers, suppliers,
and employees; (iii) the nature of any government orders issued in response to such outbreaks, including whether the Aaron's Business would be deemed
essential, and thus, exempt from all or some portion of such orders; (iv) whether there is an additional round of government stimulus in response to the
COVID-19 outbreak, as well as the nature, timing and amount of such stimulus payments; and (v) supply chain disruptions for Aaron's Business and our
Progressive Leasing retail partners.
The following summarizes significant developments and operational measures taken by the Company in response to the COVID-19 pandemic:
•

We understand many of our customers may be experiencing significant family, health, and/or financial challenges. Progressive Leasing and the
Aaron's Business both continue to provide various payment deferment options and/or other alternative payment schedules to customers who are
unable to make their lease payments on normal terms.

•

In conjunction with the operational adjustments made at our company-operated stores, we accelerated the national rollout of our centralized digital
decisioning platform, which is an algorithm-driven lease decisioning tool used in our company-operated stores that is designed to improve our
customers' experiences by streamlining and standardizing the lease application decisioning process, shortening transaction times, and establishing
appropriate transaction sizes and lease payment amounts, given the customer’s profile. We completed the national rollout during the second
quarter of 2020, and that decisioning platform is now being utilized in all Aaron's Business company-operated stores in the United States.

•

To assist the franchisees of our Aaron's Business who were facing adverse impacts to their businesses, we offered a royalty fee abatement from
March 2020 until May 16, 2020 and modified payment terms on outstanding accounts receivable owed to us by franchisees. In addition, payment
terms were temporarily modified for the franchise loan facility under which certain franchisees have outstanding borrowings that are guaranteed
by us.
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The Coronavirus Aid, Relief, and Economic Security Act ("CARES Act")
In response to the global impacts of COVID-19 on U.S. companies and citizens, the government enacted the CARES Act on March 27, 2020. We believe a
significant portion of our Progressive Leasing, Aaron’s Business and Vive customers have received stimulus payments and/or federally supplemented
unemployment payments, pursuant to the CARES Act, which have enabled them to continue making payments to us under their lease-to-own or credit card
agreements, despite the economically challenging times resulting from the COVID-19 pandemic.
The CARES Act also included several tax relief options for companies, which resulted in the following provisions available to the Company:
•

The Company has elected to carryback its 2018 net operating losses of $242.2 million to 2013, thus generating a refund of $84.4 million, which
was received in July 2020, and a discrete income tax benefit of $34.2 million recognized during the three months ended March 31, 2020. Vive
filed a separate federal return from Aaron's, Inc. and has also elected to carryback its 2018 and estimated 2019 net operating losses of $5.4 million
and $5.0 million, respectively, to 2013, thus generating an anticipated refund of $1.8 million in 2020, an estimated refund of $1.7 million in 2021
and a discrete income tax benefit of $1.3 million recognized during the three months ended June 30, 2020. The discrete tax benefits are the result
of the federal income tax rate differential between the current statutory rate of 21% and the 35% rate applicable to 2013.

•

The Company will defer all payroll taxes that it is permitted to defer under the CARES Act, which generally applies to Social Security taxes
otherwise due, with 50% of the tax payable on December 31, 2021 and the remaining 50% payable on December 31, 2022.

•

Certain Aaron's Business, Woodhaven and Progressive wages and benefits that were paid to furloughed employees may be eligible for an
employee retention credit of up to 50% of wages paid to eligible associates.

Separate from the CARES Act, the IRS extended the due dates for estimated tax payments for the first and second quarters of 2020 to July 15, 2020.
Additionally, many states are offering similar deferrals. The Company has taken advantage of all such extended due dates.
The federal supplement to unemployment payments expired on July 31, 2020, and the current nature and/or extent of future stimulus measures, if any,
remains unknown. We cannot be certain that our customers will continue making their payments to us if the federal government does not enact additional
stimulus measures, which could result in a significant reduction in the portion of our customers who continue making payments owed to us under their
lease-to-own or credit card agreements.
Business Environment
In addition to the recent developments from the COVID-19 pandemic discussed above, the Company remains committed to executing a strategic plan that
focuses on the following items that we believe positions us for success over the long-term:
•

Champion compliance;

•

Strengthen relationships of Progressive Leasing current retail partners and merchant partners;

•

Focus on converting existing pipeline into Progressive Leasing retail partners;

•

Enhance our virtual offering at Progressive Leasing;

•

Simplify and digitize the Aaron's Business customer experience;

•

Align the Aaron's Business store footprint to our customer opportunity; and

•

Promote our value proposition to attract new customers to the Aaron's brand.

We believe Aarons.com represents an opportunity to provide our customers with expanded product selections and shopping convenience in the lease-toown industry, especially during the COVID-19 pandemic. We are focused on engaging customers in ways that are safe and convenient for them by
providing them a seamless, direct-to-door platform through which to shop in store or online across our product offerings.
Finally, we continue to evaluate various Aaron's Business store optimization and real estate initiatives, which may include geographically repositioning and
consolidating a significant number of our store locations into larger buildings and/or different geographic locations that we believe will be more
advantageous. As a result of store optimization initiatives and other cost-reduction initiatives, the Company initiated a new restructuring program in 2020
to further optimize and reposition its company-operated store portfolio, which resulted in the closure and consolidation of 88 underperforming companyoperated stores during the first nine months of 2020. We expect to close approximately 35 additional stores over the next three to six months. The Company
also further rationalized its store support center and field support staff, which resulted in a reduction in associate headcount in those areas to more closely
align with current business conditions. The Company closed and
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consolidated a total of 294 underperforming company-operated stores throughout 2016, 2017, 2018 and 2019 under similar restructuring initiatives.
The Company continually evaluates its company-operated store portfolio to determine if it will further rationalize its store base to better align with
marketplace demand. Under the real estate repositioning and optimization restructuring program, the Company's current strategic plan is to remodel,
reposition and consolidate our company-operated store footprint over the next 3-4 years. We believe that such strategic actions will allow the Company to
continue to successfully serve our markets while continuing to utilize our growing Aarons.com shopping and servicing platform. Management expects that
this strategy, along with our increased use of technology, will enable us to reduce store count while retaining a significant portion of our existing customer
relationships as well as attracting new customers. To the extent that management executes on its long-term strategic plan, additional restructuring charges
will likely result from our real estate repositioning and optimization initiatives, primarily related to operating lease right-of-use asset and fixed asset
impairments. However, the extent of future restructuring charges is not estimable at this time, as specific store locations to be closed and/or consolidated
have not yet been identified by management.
Highlights
The following summarizes significant financial highlights from the three and nine months ended September 30, 2020:
•

The Company reported revenues of $1.1 billion in the third quarter of 2020 compared to $963.8 million for the third quarter of 2019, an increase
of 9.2%. Earnings before income taxes were $140.3 million in the third quarter of 2020 compared to $51.7 million during the third quarter of
2019.

•

Progressive Leasing reported revenues of $601.1 million in the third quarter of 2020, an increase of 13.7% over the third quarter of 2019.
Progressive Leasing's revenue growth was primarily driven by strong customer payment activity, an increase in customer early buyouts and a 3.4%
increase in invoice volume in the third quarter of 2020, compared to the same period in 2019. Invoice volume per active door increased 3.0%
during the third quarter as compared to the prior year period.

•

Progressive Leasing's earnings before income taxes increased to $103.8 million compared to $53.5 million during the third quarter of 2019, due
mainly to improved portfolio performance resulting from more conservative customer decisioning, strong customer payment activity, which we
believe was due in part to government stimulus payments and supplemental federal unemployment benefits, partially offset by an increase in
customer early buyouts, which have a lower margin, quarter over quarter.

•

Aaron's Business revenues increased to $441.0 million for the third quarter of 2020, compared to $426.3 million in the prior year period. The
increase is primarily due to improved portfolio performance resulting from strong customer payments activity, which we believe was due in part to
government stimulus payments and supplemental federal unemployment benefits, partially offset by the closure and consolidation of 85 companyoperated stores during the 15-month period ended September 30, 2020. Same store revenues increased 7.3% during the third quarter of 2020
compared to the prior year period resulting from the strong customer payment activity as discussed above.

•

Aaron's Business earnings before income taxes increased to $39.8 million during the third quarter of 2020 compared to $0.9 million in the prior
year period primarily due to strong customer payment activity and lower lease merchandise write-offs. Earnings before income taxes during the
three months ended September 30, 2020 includes restructuring charges of $4.0 million. Earnings before income taxes during the three months
ended September 30, 2019 included restructuring charges of $5.5 million.

•

The Company recorded a net income tax benefit of $79.3 million during the nine months ended September 30, 2020, which is primarily the result
of losses before income taxes of $181.6 million and $35.5 million of net tax benefits generated by net operating loss carrybacks that the Company
will be taking pursuant to the provisions of the CARES Act, as further discussed above.

•

The Company generated cash from operating activities of $551.8 million for the nine months ended September 30, 2020 compared to $350.8
million for the comparable period in 2019. The increase in net cash from operating activities was primarily driven by strong customer payment
activity, lower lease merchandise purchases by the Aaron's Business, and net income tax refunds of $19.4 million during 2020 compared to net
income tax refunds of $5.5 million in the same period in 2019.
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Invoice Volume. We believe that invoice volume is a key performance indicator of our Progressive Leasing segment. Invoice volume is defined as the retail
price of lease merchandise acquired and then leased to customers during the period, net of returns. The following table presents total invoice volume for the
Progressive Leasing segment:
For the Three Months Ended September 30 (Unaudited and In Thousands)

2020

Progressive Leasing Invoice Volume

$

2019

435,275

$

420,902

The 3.4% increase in invoice volume during the three months ended September 30, 2020 was driven by improving customer demand as retail partners
rebounded from the COVID-related closures and/or disruptions that began towards the end of the first quarter of 2020 and, to a certain extent, continued
throughout the second and third quarters of 2020, partially offset by shortages of available products at certain retailers, primarily in the appliance,
electronics and furniture categories. Invoice volume per active door increased 3.0% over the prior year period.
Most of Progressive Leasing's retail partners reopened during the second quarter of 2020 under various operating models, such as reopening physical
locations at full capacity, or at reduced capacity and/or with curbside customer transactions.
Active Doors. Progressive Leasing active doors are comprised of both (i) each retail store location where at least one virtual lease-to-own transaction has
been completed during the trailing three-month period; and (ii) with respect to an e-commerce merchant, each state where at least one virtual lease-to-own
transaction has been completed through that e-commerce merchant during the trailing three-month period. The following table presents active doors for the
Progressive Leasing segment:
Active Doors at September 30 (Unaudited)

2020

Progressive Leasing Active Doors

2019

20,011

19,926

Same Store Revenues. We believe that changes in same store revenues are a key performance indicator of the Aaron's Business. For the three months ended
September 30, 2020, we calculated this amount by comparing revenues for the three months ended September 30, 2020 to revenues for the comparable
period in 2019 for all stores open for the entire 15-month period ended September 30, 2020, excluding stores that received lease agreements from other
acquired, closed or merged stores. For the nine months ended September 30, 2020, we calculated this amount by comparing revenues for the nine months
ended September 30, 2020 to revenues for the comparable period in 2019 for all stores open for the entire 24-month period ended September 30, 2020,
excluding stores that received lease agreements from other acquired, closed or merged stores. Same store revenues increased 7.3% and 1.2% for the three
and nine months ended September 30, 2020, respectively.
Seasonality
Our revenue mix is moderately seasonal for both our Progressive Leasing and Aaron's Business segments. Adjusting for growth, the first quarter of each
year generally has higher revenues than any other quarter. This is primarily due to realizing the full benefit of business that historically gradually increases
in the fourth quarter as a result of the holiday season, as well as the receipt by our customers in the first quarter of federal and state income tax refunds. Our
customers will more frequently exercise the early purchase option on their existing lease agreements or purchase merchandise off the showroom floor
during the first quarter of the year. We expect these trends to continue in future periods.
Due to the seasonality of our business and the uncertainty surrounding the impact of the COVID-19 pandemic, including the impacts of current and/or
future governmental assistance or stimulus, results for any quarter are not necessarily indicative of the results that may be achieved for a full fiscal year.
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Key Components of Earnings Before Income Taxes
In this management’s discussion and analysis section, we review our condensed consolidated results. For the three and nine months ended September 30,
2020 and the comparable prior year period, some of the key revenue, cost and expense items that affected earnings before income taxes were as follows:
Revenues. We separate our total revenues into six components: (i) lease revenues and fees; (ii) retail sales; (iii) non-retail sales; (iv) franchise royalties and
fees; (v) interest and fees on loans receivable; and (vi) other. Lease revenues and fees primarily include all revenues derived from lease agreements at retail
locations serviced by Progressive Leasing and the Aaron's Business company-operated stores and e-commerce platform. Lease revenues and fees are
recorded net of a provision for uncollectible accounts receivable renewal payments. Retail sales represent sales of both new and returned lease merchandise
from our company-operated stores. Non-retail sales primarily represent new merchandise sales to our franchisees. Franchise royalties and fees represent
fees from the sale of franchise rights and royalty payments from franchisees, as well as other related income from our franchised stores. Interest and fees on
loans receivable primarily represents merchant fees, finance charges and annual and other fees earned on loans originated by Vive. Other revenues
primarily relate to revenues from leasing company-owned real estate properties to unrelated third parties, as well as other miscellaneous revenues.
Depreciation of Lease Merchandise. Depreciation of lease merchandise primarily reflects the expense associated with depreciating merchandise held for
lease and leased to customers by Progressive Leasing and our Aaron's Business company-operated stores and through our e-commerce platform.
Retail Cost of Sales. Retail cost of sales represents the depreciated cost of merchandise sold through our company-operated stores.
Non-Retail Cost of Sales. Non-retail cost of sales primarily represents the cost of merchandise sold to our franchisees.
Operating Expenses. Operating expenses include personnel costs, occupancy costs (including rent expense, store maintenance and depreciation expense
related to non-manufacturing facilities), provision for lease merchandise write-offs, shipping and handling, advertising and marketing, legal and
professional expenses incurred related to the proposed separation of Aaron's Holdings Company, Inc. into two separate public companies, the provision for
loan losses in our Vive segment, franchisee bad debt expense and provision for franchise loan guarantees, intangible asset amortization expense and
professional services expense, among other expenses.
Restructuring Expenses, Net. Restructuring expenses, net primarily represent the cost of optimization efforts and cost reduction initiatives related to the
Aaron’s Business store support center and field support functions. Restructuring expenses, net are comprised principally of closed store operating lease
right-of-use asset impairment and operating lease charges, fixed asset impairment charges and workforce reductions.
Impairment of Goodwill. Impairment of goodwill is the full write-off of the goodwill balance at the Aaron's Business reporting unit. Refer to Note 1 of
these condensed consolidated financial statements for further discussion of the interim goodwill impairment assessment and resulting impairment charge
that was recorded in the first quarter of 2020.
Legal and Regulatory Expense, Net of Recoveries. Legal and regulatory expenses, net of recoveries consists of insurance reimbursements for legal costs
incurred in connection with the $175.0 million payment to settle the Progressive Leasing FTC matter as discussed within Note 4 to these condensed
consolidated financial statements. The related $179.3 million charge, which included $4.3 million of legal fees, was incurred during the fourth quarter of
2019.
Other Operating Income, Net. Other operating income, net consists of gains or losses on sales of company-operated stores and delivery vehicles, fair value
adjustments on assets held for sale, gains or losses on other transactions involving property, plant and equipment, and gains related to property damage and
business interruption insurance claim recoveries.
Interest Expense. Interest expense consists of interest incurred on the Company's fixed and variable rate debt.
Other Non-Operating Income (Expense), Net. Other non-operating income (expense), net includes the impact of foreign currency remeasurement, as well
as gains and losses resulting from changes in the cash surrender value of Company-owned life insurance related to the Company’s deferred compensation
plan.
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Results of Operations – Three months ended September 30, 2020 and 2019
Three Months Ended
September 30,
2020
2019

(In Thousands)

REVENUES:
Lease Revenues and Fees
Retail Sales
Non-Retail Sales
Franchise Royalties and Fees
Interest and Fees on Loans Receivable
Other

$

985,287
13,553
34,820
8,079
10,233
325
1,052,297

COSTS AND EXPENSES:
Depreciation of Lease Merchandise
Retail Cost of Sales
Non-Retail Cost of Sales
Operating Expenses
Restructuring Expenses, Net
Legal and Regulatory Expense, Net of Recoveries
Other Operating Income, Net
OPERATING PROFIT
Interest Income
Interest Expense
Other Non-Operating Income (Expense), Net
EARNINGS BEFORE INCOME TAXES
INCOME TAX EXPENSE
NET EARNINGS

$

527,883
7,793
29,109
342,896
4,041
(835)
(202)
910,685
141,612
141
(1,973)
557
140,337
30,992
109,345 $

$

906,776
8,854
31,085
8,087
8,687
319
963,808

Change
$

%

$

78,511
4,699
3,735
(8)
1,546
6
88,489

489,199
5,742
24,913
383,264
5,516
—
(329)
908,305
55,503
360
(3,991)
(207)
51,665
11,864
39,801 $

38,684
2,051
4,196
(40,368)
(1,475)
(835)
127
2,380
86,109
(219)
2,018
764
88,672
19,128
69,544

8.7 %
53.1
12.0
(0.1)
17.8
1.9
9.2
7.9
35.7
16.8
(10.5)
(26.7)
nmf
38.6
0.3
nmf
(60.8)
50.6
nmf
nmf
nmf
nmf

nmf—Calculation is not meaningful

Revenues
Information about our revenues by reportable segment is as follows:
Three Months Ended
September 30,
2020
2019

(In Thousands)

REVENUES:
Progressive Leasing
Aaron's Business
Vive
Total Revenues from External Customers

$

601,105
440,959
10,233
1,052,297

$
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$

$

528,850
426,271
8,687
963,808

Change
$

$

$

%

72,255
14,688
1,546
88,489

13.7 %
3.4
17.8
9.2 %

The following table presents revenue by source and by segment for the three months ended September 30, 2020:
(In Thousands)

Lease Revenues and Fees
Retail Sales
Non-Retail Sales
Franchise Royalties and Fees
Interest and Fees on Loans Receivable
Other
Total Revenues

Three Months Ended September 30, 2020
Aaron's Business
Vive

Progressive Leasing

$

601,105
—
—
—
—
—
601,105

$

$

$

384,182
13,553
34,820
8,079
—
325
440,959

$

$

—
—
—
—
10,233
—
10,233

Total

$

$

985,287
13,553
34,820
8,079
10,233
325
1,052,297

The following table presents revenue by source and by segment for the three months ended September 30, 2019:
(In Thousands)

Lease Revenues and Fees
Retail Sales
Non-Retail Sales
Franchise Royalties and Fees
Interest and Fees on Loans Receivable
Other
Total Revenues

Three Months Ended September 30, 2019
Aaron's Business
Vive

Progressive Leasing

$

528,850
—
—
—
—
—
528,850

$

$

$

377,926
8,854
31,085
8,087
—
319
426,271

$

$

—
—
—
—
8,687
—
8,687

Total

$

$

906,776
8,854
31,085
8,087
8,687
319
963,808

Progressive Leasing. Progressive Leasing segment revenues increased primarily due to a 3.4% increase in invoice volume and higher customer collections,
including an increase in early buyout activity, in the third quarter of 2020 as compared to the same period in 2019. The increase in collections activity was
aided by government stimulus and unemployment benefits received by a significant portion of our customers during the pandemic.
As discussed above, the Progressive Leasing segment has experienced lower than originally anticipated invoice volumes since the COVID-19 pandemic
began in March 2020, as a result of many of its retail partners fully or partially closing temporarily, or operating with reduced hours. Even though most of
those retail partners reopened under various models during the second quarter of 2020 and remained reopened during the third quarter of 2020, Progressive
Leasing may continue to experience lower than originally anticipated new lease originations as certain retailers are experiencing shortages of available
products, primarily in the appliance, electronics and furniture categories.
Aaron's Business. Aaron's Business segment revenues increased during the three months ended September 30, 2020 due to a $6.3 million increase in lease
revenues and fees, a $4.7 million increase in retail sales and a $3.7 million increase in non-retail sales. Aaron's Business e-commerce revenues were
approximately 13% and 9% of Aaron's Business total lease revenues and fees during the three months ended September 30, 2020 and 2019, respectively.
The overall increase in the Aaron's Business segment revenue during the third quarter of 2020 compared to the same period in 2019 was primarily driven
by strong customer collections activity, an increase in early buyouts and higher retail sales, all of which we believe were due in part to government stimulus
payments and supplemental federal unemployment benefits received by a significant portion of our customers during the pandemic. Same store revenues,
inclusive of lease revenues and fees and retail sales, increased 7.3% during the third quarter of 2020 as compared to the same period in 2019. These
increases were partially offset by a decrease in lease revenues and fees and retail sales of $5.2 million related to the closure and consolidation of 100
company-operated stores during the 15-month period ended September 30, 2020.
The increase in non-retail sales is primarily due to higher product demand from franchisees as a result of government stimulus and unemployment benefits
received by franchisee customers during the period, partially offset by a $1.8 million decrease related to the reduction of 49 franchised stores during the 15month period ended September 30, 2020.
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Operating Expenses
Information about certain significant components of operating expenses for the third quarter of 2020 as compared to the third quarter of 2019 is as follows:
Three Months Ended
September 30,
2020
2019

(In Thousands)

Personnel Costs
Occupancy Costs
Provision for Lease Merchandise Write-Offs
Bad Debt Expense and Provision for Franchise Loan Guarantees
Shipping and Handling
Advertising
Provision for Loan Losses
Intangible Amortization
Professional Services
Separation Costs
Other Operating Expenses
Operating Expenses

$

163,430
48,118
21,885
—
16,261
16,882
7,611
7,205
8,576
8,274
44,654
342,896

$

$

$

165,199
52,533
68,928
331
17,592
9,189
6,068
7,938
5,643
—
49,843
383,264

Change
$

$

$

%

(1,769)
(4,415)
(47,043)
(331)
(1,331)
7,693
1,543
(733)
2,933
8,274
(5,189)
(40,368)

(1.1)%
(8.4)
(68.2)
(100.0)
(7.6)
83.7
25.4
(9.2)
52.0
nmf
(10.4)
(10.5)%

nmf—Calculation is not meaningful

As a percentage of total revenues, operating expenses decreased to 32.6% for the third quarter of 2020 from 39.8% in the same period in 2019.
Personnel costs decreased primarily due to decreases driven by the closure and consolidation of 100 company-operated stores at the Aaron's Business
segment during the 15-month period ended September 30, 2020 as well as labor cost reduction measures taken during 2020 in response to the COVID-19
pandemic. This was partially offset by approximately $12.9 million of incremental expense related to annual bonus and share-based award programs.
Occupancy costs decreased by $2.9 million at the Aaron's Business segment primarily due to the closure and consolidation of 100 company-operated stores
during the 15-month period ended September 30, 2020.
The provision for lease merchandise write-offs as a percentage of lease revenues for the Progressive Leasing segment decreased to 2.1% for the third
quarter of 2020 compared to 7.7% for the same period in 2019, which is primarily due to the continued strong performance of the lease portfolio resulting
from more conservative decisioning and strong customer payment activity that we believe was aided by COVID-19 related government stimulus and
supplemental unemployment benefits received by a significant portion of our customers during the pandemic. The provision for lease merchandise writeoffs as a percentage of lease revenues for the Aaron's Business decreased to 2.4% in 2020 from 7.4% in 2019. This decrease was primarily driven by strong
customer payment activity that we believe was aided by COVID-19 related government stimulus and supplemental unemployment benefits received by a
significant portion of our customers during the pandemic and a decrease in promotional offerings, partially offset by an increasing mix of e-commerce as a
percentage of revenues, which typically results in higher charge-off rates than in-store lease agreements.
Advertising expense increased by $7.7 million primarily due to a reduction in vendor marketing contributions.
Separation costs represent legal, accounting and personnel expenses incurred in conjunction with the Company's implementation of a holding company
structure and the planned separation of the Aaron's Business segment from the Progressive Leasing and Vive segments, which will result in two separate
public companies as discussed above.
Other Costs and Expenses
Depreciation of lease merchandise. As a percentage of total lease revenues and fees, depreciation of lease merchandise decreased to 53.6% from 53.9%.
Progressive Leasing's depreciation of lease merchandise as a percentage of Progressive Leasing's lease revenues and fees decreased to 67.4% in 2020
compared to 68.3% in 2019, due to strong portfolio performance partially offset by an increase in customer early buyouts, which have a lower margin.
Aaron's Business depreciation of lease merchandise as a percentage of Aaron's Business lease revenues and fees decreased to 31.9% in 2020 from 33.9% in
the prior year due to the strong portfolio performance.
Retail cost of sales. Retail cost of sales as a percentage of retail sales decreased to 57.5% from 64.9% primarily due to a favorable mix shift to retail sales
of new versus returned lease merchandise during 2020 as compared to 2019.
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Non-retail cost of sales. Non-retail cost of sales as a percentage of non-retail sales increased to 83.6% from 80.1% primarily due to higher inventory
purchase cost during 2020 as compared to 2019.
Restructuring expenses, net. We incurred restructuring expenses of $4.0 million for the three months ended September 30, 2020, which were primarily
comprised of $1.1 million of operating lease right-of-use asset and fixed asset impairment charges for Aaron's Business stores identified for closure during
the third quarter of 2020, $1.7 million of continuing variable maintenance charges and taxes incurred related to closed stores, $1.0 million of severance
charges related to workforce reductions to better align the organization with current operations and its ongoing real estate repositioning and optimization
strategy, and $0.2 million of other restructuring related charges.
Interest expense. Interest expense decreased to $2.0 million in 2020 from $4.0 million in 2019 due primarily to lower average interest rates on our
revolving credit and term loan facility and a decrease in interest expense incurred on the lower outstanding remaining balance of the senior unsecured
notes.
Other non-operating income (expense), net. Other non-operating income (expense), net includes the impact of foreign currency remeasurement, as well as
gains or losses resulting from changes in the cash surrender value of Company-owned life insurance related to the Company's deferred compensation plan.
Foreign exchange remeasurement losses and gains resulting from net changes in the value of the U.S. dollar against the Canadian dollar were not
significant during the three months ended September 30, 2020 or 2019. The changes in the cash surrender value of Company-owned life insurance resulted
in net gains of $0.5 million and $0.1 million in losses during the three months ended September 30, 2020 and 2019, respectively.
Earnings Before Income Taxes
Information about our earnings before income taxes by reportable segment is as follows:
Three Months Ended
September 30,
2020
2019

(In Thousands)

EARNINGS BEFORE INCOME TAXES:
Progressive Leasing
Aaron's Business
Vive
Total Earnings Before Income Taxes

$

103,835 $
39,808
(3,306)
140,337 $

$

53,473 $
932
(2,740)
51,665 $

Change
$

%

50,362
38,876
(566)
88,672

94.2 %
nmf
(20.7)
171.6 %

nmf—Calculation is not meaningful

The factors impacting the change in earnings before income taxes are discussed above.
Income Tax Expense
Income tax expense increased to $31.0 million for the three months ended September 30, 2020 compared to $11.9 million in the prior year comparable
period due to an increase in earnings before income taxes, partially offset by a decrease in the effective tax rate to 22.1% in 2020 from 23.0% in 2019. The
decrease in the effective tax rate for the third quarter of 2020 as compared to the prior year period is primarily due to the discrete income tax benefit of $3.7
million related to stock option exercises generated during the three months ended September 30, 2020.
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Results of Operations – Nine months ended September 30, 2020 and 2019
Nine Months Ended
September 30,
(In Thousands)

REVENUES:
Lease Revenues and Fees
Retail Sales
Non-Retail Sales
Franchise Royalties and Fees
Interest and Fees on Loans Receivable
Other

2020

$

3,003,187
37,104
94,710
18,168
29,555
966
3,183,690

COSTS AND EXPENSES:
Depreciation of Lease Merchandise
Retail Cost of Sales
Non-Retail Cost of Sales
Operating Expenses
Restructuring Expenses, Net
Legal and Regulatory Expense, Net of Recoveries
Impairment of Goodwill
Other Operating Income, Net
OPERATING (LOSS) PROFIT
Interest Income
Interest Expense
Other Non-Operating Income, Net
(LOSS) EARNINGS BEFORE INCOME TAXES
INCOME TAX (BENEFIT) EXPENSE
NET (LOSS) EARNINGS

$

1,672,841
23,720
82,006
1,099,716
33,318
(835)
446,893
(128)
3,357,531
(173,841)
560
(8,625)
327
(181,579)
(79,296)
(102,283) $

$

nmf—Calculation is not meaningful
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Change
2019

2,758,498
30,561
102,190
25,899
25,943
961
2,944,052

$

%

$

244,689
6,543
(7,480)
(7,731)
3,612
5
239,638

1,464,887
20,025
83,057
1,154,056
37,535
—
—
(4,712)
2,754,848
189,204
1,405
(13,247)
1,430
178,792
40,263
138,529 $

207,954
3,695
(1,051)
(54,340)
(4,217)
(835)
446,893
4,584
602,683
(363,045)
(845)
4,622
(1,103)
(360,371)
(119,559)
(240,812)

8.9 %
21.4
(7.3)
(29.9)
13.9
0.5
8.1
14.2
18.5
(1.3)
(4.7)
(11.2)
nmf
nmf
nmf
21.9
nmf
(60.1)
34.9
(77.1)
nmf
nmf
nmf

Revenues
Information about our revenues by reportable segment is as follows:
Nine Months Ended
September 30,
(In Thousands)

REVENUES:
Progressive Leasing
Aaron's Business
Vive
Total Revenues from External Customers

2020

$

1,849,388
1,304,747
29,555
3,183,690

$

Change
2019

$

1,568,584
1,349,525
25,943
2,944,052

$

$

$

%

280,804
(44,778)
3,612
239,638

$

17.9 %
(3.3)
13.9
8.1 %

The following table presents revenue by source and by segment for the nine months ended September 30, 2020:
(In Thousands)

Lease Revenues and Fees
Retail Sales
Non-Retail Sales
Franchise Royalties and Fees
Interest and Fees on Loans Receivable
Other
Total Revenues

Nine Months Ended September 30, 2020
Aaron's Business
Vive

Progressive Leasing

$

1,849,388
—
—
—
—
—
1,849,388

$

$

$

1,153,799
37,104
94,710
18,168
—
966
1,304,747

$

$

—
—
—
—
29,555
—
29,555

Total

$

$

3,003,187
37,104
94,710
18,168
29,555
966
3,183,690

The following table presents revenue by source and by segment for the nine months ended September 30, 2019:
(In Thousands)

Lease Revenues and Fees
Retail Sales
Non-Retail Sales
Franchise Royalties and Fees
Interest and Fees on Loans Receivable
Other
Total Revenues

Nine Months Ended September 30, 2019
Aaron's Business
Vive

Progressive Leasing

$

1,568,584
—
—
—
—
—
1,568,584

$

$

$

1,189,914
30,561
102,190
25,899
—
961
1,349,525

$

$

—
—
—
—
25,943
—
25,943

Total

$

$

2,758,498
30,561
102,190
25,899
25,943
961
2,944,052

Progressive Leasing. Progressive Leasing segment revenues increased primarily due to a 4.8% increase in invoice volume and higher customer collections,
including an increase in customer early buyouts, during the first nine months of 2020 compared to the same prior year period. We believe the higher
collections activity was driven in part by government stimulus payments and supplemental federal unemployment benefits received by a significant portion
of Progressive Leasing's customers during the pandemic.
The Progressive Leasing segment has experienced lower than anticipated invoice volumes since the COVID-19 pandemic began in March 2020, as a result
of many of its retail partners fully or partially closing temporarily or operating with reduced hours. Even though most of those retail partners reopened
under various models during the second quarter of 2020 and remained reopened during the third quarter of 2020, Progressive Leasing may experience
lower than originally anticipated new lease originations as certain retailers are experiencing shortages of available products, primarily in the appliance,
electronics and furniture categories.
Aaron's Business. Aaron's Business segment revenues decreased during the nine months ended September 30, 2020 due to a $36.1 million decrease in
lease revenues and fees, a $7.5 million decrease in non-retail sales and a $7.7 million decrease in franchise royalties and fees. Aaron's Business ecommerce revenues were approximately 12% and 9% of Aaron's Business total lease revenues and fees during the nine months ended September 30, 2020
and 2019, respectively.
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Lease revenues and fees decreased during the nine months ended September 30, 2020 primarily due to a decrease of $44.6 million of lease revenues and
fees related to the reduction of 251 stores during 2019 and the first nine months of 2020 partially offset by a 1.2% increase in same store revenues,
inclusive of lease revenues and fees and retail sales, during the 24-month period ended September 30, 2020. The increase in same store revenues was
driven by strong customer collections activity, an increase in early buyouts and higher retail sales, all of which we believe were due in part to government
stimulus payments and supplemental federal unemployment benefits received by a significant portion of the customers of the Aaron's Business during the
pandemic.
The decrease in non-retail sales is primarily due to an $8.2 million decrease in non-retail sales related to the reduction of 69 franchised stores throughout
2019 and first nine months of 2020. Franchise royalties and fees decreased by $4.7 million as a result of the temporary royalty fee abatement offered by the
Company from March 2020 through May 16, 2020 in response to the pandemic.
In March 2020, the Company voluntarily closed the showrooms for all of its company-operated Aaron’s Business stores, and moved to an e-commerce and
curbside only service model, to protect the health and safety of the Aaron’s Business customers and associates, while continuing to provide our customers
with the essential products they need such as refrigerators, freezers, mattresses and computers. Since that time, we have reopened nearly all of our Aaron's
Business store showrooms. Any such closures or restrictions in future periods may have an unfavorable impact on the revenues and earnings of the Aaron’s
Business in future periods, including during 2020, and also may have an unfavorable impact on the Company’s liquidity, as discussed below in the
"Liquidity and Capital Resources" section.
Operating Expenses
Information about certain significant components of operating expenses is as follows:
Nine Months Ended
September 30,
(In Thousands)

Personnel Costs
Occupancy Costs
Provision for Lease Merchandise Write-Offs
Bad Debt Expense and Provision for Franchise Loan Guarantees
Shipping and Handling
Advertising
Provision for Loan Losses
Intangible Amortization
Professional Services
Separation Costs
Other Operating Expenses
Operating Expenses

2020

$

484,644
142,965
151,924
3,079
48,099
37,014
23,761
21,811
42,338
10,796
133,285
1,099,716

$

Change
2019

$

$

505,289
155,150
186,922
3,195
56,121
39,366
15,291
27,797
24,864
—
140,061
1,154,056

$

$

$

%

(20,645)
(12,185)
(34,998)
(116)
(8,022)
(2,352)
8,470
(5,986)
17,474
10,796
(6,776)
(54,340)

(4.1)%
(7.9)
(18.7)
(3.6)
(14.3)
(6.0)
55.4
(21.5)
70.3
nmf
(4.8)
(4.7)%

nmf—Calculation is not meaningful

As a percentage of total revenues, operating expenses decreased to 34.5% in the nine months ended September 30, 2020 from 39.2% in the same period in
2019.
Personnel costs decreased primarily due to a $28.5 million decrease at our Aaron's Business segment, partially offset by a $8.9 million increase at our
Progressive Leasing segment. The decrease at the Aaron's Business segment was primarily driven by the reduction of store support center and field support
staff as part of our restructuring programs in 2019 and 2020. The reduction in Aaron's Business personnel costs is also reflective of cost cutting measures
taken in response to the COVID-19 pandemic, including furloughing or terminating associates, as well as instituting temporary salary reductions for
executive officers. The increase in personnel costs at our Progressive Leasing segment was primarily driven by personnel additions in selected areas due to
the growth of the business, partially offset by similar cost cutting measures taken by Progressive during the second quarter of 2020.
Occupancy costs decreased primarily due to a $10.5 million decrease resulting from the closure and consolidation of 255 stores during the 24 month period
ending September 30, 2020 as part of our restructuring actions, and also due to the favorable impact of various rent concessions that were negotiated with
landlords of company-operated Aaron's Business stores in response to the economic uncertainty caused by the COVID-19 pandemic.
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The provision for lease merchandise write-offs as a percentage of lease revenues for the Progressive Leasing segment was 5.6% for the nine-month period
ended September 30, 2020 and 7.4% for the same period in 2019. This decrease was driven by strong performance of the lease portfolio resulting from
more conservative decisioning and strong customer payment activity, partially offset by an incremental provision of $11.7 million recognized due to
potential adverse impacts of the COVID-19 pandemic. The provision for lease merchandise write-offs as a percentage of lease revenues for the Aaron's
Business decreased to 4.1% for the nine-month period ended September 30, 2020 from 5.9% in the same period in 2019. This decrease was primarily
driven by strong customer payment activity and a decrease in promotional offerings, partially offset by an incremental provision of $2.5 million recognized
due to potential adverse impacts of the COVID-19 pandemic and an increasing mix of e-commerce as a percentage of revenues, which typically results in
higher charge-off rates than in-store lease agreements.
Shipping and handling costs decreased primarily due to a 15% decrease in deliveries during the first nine months of 2020 compared to the same period in
2019 resulting from the temporary closure of all Aaron's Business store showrooms beginning in March 2020.
Advertising expense decreased during the nine months ended September 30, 2020 primarily due to a significant reduction in marketing initiatives as a
result of the Company's cost cutting measures in response to the COVID-19 pandemic.
The provision for loan losses increased primarily due to an incremental allowance of $8.1 million for the forecasted adverse macroeconomic conditions
stemming primarily from the COVID-19 pandemic, including higher unemployment rates and market volatility, which were used in estimating our
allowance for loan losses as of September 30, 2020. The Company adopted CECL during the first quarter of 2020, which requires entities to consider
forecasted macroeconomic conditions in determining their allowance for loan losses.
Intangible amortization expense decreased due to a reduction in intangible assets as such assets became fully amortized.
Professional services increased primarily due to an Aaron's Business early termination fee of $14.1 million for a sales and marketing agreement.
Separation costs represent legal, accounting and personnel expenses incurred in conjunction with the Company's implementation of a holding company
structure and the planned separation and distribution of the Aaron's Business segment from the Progressive Leasing and Vive segments, which will result in
two separate public companies as discussed above.
Other Costs and Expenses
Depreciation of lease merchandise. As a percentage of total lease revenues and fees, depreciation of lease merchandise increased to 55.7% for the ninemonth period ended September 30, 2020 from 53.1% in the prior year period, primarily due to a shift in lease merchandise mix from the Aaron's Business
to Progressive Leasing, which is consistent with the increasing proportion of Progressive Leasing's revenue to total lease revenue. Progressive Leasing
generally experiences higher depreciation as a percentage of lease revenues because, among other factors, its merchandise has a shorter average life on
lease, a higher rate of customer early buyouts, and the merchandise is generally purchased at retail prices compared to the Aaron's Business, which
procures merchandise at wholesale prices. Progressive Leasing's depreciation of lease merchandise as a percentage of Progressive Leasing's lease revenues
and fees increased to 69.7% in the nine-month period ended September 30, 2020 compared to 68.0% for the same period in 2019, due to a significant
increase in customer early buyouts, which have a lower margin. Aaron's Business depreciation of lease merchandise as a percentage of Aaron's Business
lease revenues and fees decreased to 33.2% in the nine-month period ended September 30, 2020 from 33.5% in the prior year period, primarily due to
strong portfolio performance.
Retail cost of sales. Retail cost of sales as a percentage of retail sales decreased to 63.9% from 65.5% primarily due to a favorable mix shift to retail sales
of new versus returned lease merchandise during 2020 as compared to 2019.
Non-retail cost of sales. Non-retail cost of sales as a percentage of non-retail sales increased to 86.6% from 81.3% primarily due to higher inventory
purchase cost during the nine-month period ended September 30, 2020 as compared to the same period in 2019.
Restructuring expenses, net. We incurred restructuring expenses of $33.3 million for the nine months ended September 30, 2020, which were primarily
comprised of $22.7 million of operating lease right-of-use asset and fixed asset impairment for Aaron's Business stores identified for closure during the first
nine months of 2020, $4.3 million of continuing variable maintenance charges and taxes incurred related to closed stores, $5.7 million of severance charges
related to workforce reductions and $0.6 million of other restructuring related charges.
Impairment of goodwill. During the first quarter of 2020, the Company recorded a loss of $446.9 million within the Aaron's Business segment to fully
write-off its goodwill balance. Refer to Note 1 of these condensed consolidated financial statements for further discussion of the interim goodwill
impairment assessment and resulting impairment charge.
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Other operating expense (income), net. Other operating expense (income), net consists of gains or losses on sales of company-operated stores and delivery
vehicles, fair value adjustments on assets held for sale, gains or losses on other transactions involving property, plant and equipment, and gains related to
property damage and business interruption insurance claim recoveries. Other operating expense was not significant during the nine months ended
September 30, 2020. Other operating income during the nine months ended September 30, 2019 included a $4.5 million gain on insurance recoveries
related to payments received from insurance carriers for Hurricanes Harvey and Irma claims in excess of the related property insurance receivables.
Interest expense. Interest expense decreased to $8.6 million for the nine months ended September 30, 2020 from $13.2 million in 2019 due primarily to
lower average interest rates on our revolving credit and term loan facility and a decrease in interest expense incurred on the lower outstanding balance of
the senior unsecured notes.
Other non-operating income, net. Other non-operating income, net includes the impact of foreign currency remeasurement, as well as gains or losses
resulting from changes in the cash surrender value of Company-owned life insurance related to the Company's deferred compensation plan. Foreign
exchange remeasurement gains and losses were not significant during the nine months ended September 30, 2020 or 2019. The changes in the cash
surrender value of Company-owned life insurance resulted in net losses of $0.4 million during the nine months ended September 30, 2020 and net gains of
$1.5 million during the nine months ended September 30, 2019.
(Loss) Earnings Before Income Taxes
Information about our (loss) earnings before income taxes by reportable segment is as follows:
Nine Months Ended
September 30,
(In Thousands)

(LOSS) EARNINGS BEFORE INCOME TAXES:
Progressive Leasing
Aaron's Business
Vive
Total (Loss) Earnings Before Income Taxes

2020

$

222,636 $
(393,540)
(10,675)
(181,579) $

$

Change
2019

167,267 $
18,658
(7,133)
178,792 $

$

55,369
(412,198)
(3,542)
(360,371)

%

33.1 %
nmf
(49.7)
nmf

nmf—Calculation is not meaningful

The factors impacting the change in (loss) earnings before income taxes are discussed above.
Income Tax Expense
The Company recorded a net income tax benefit of $79.3 million for the nine months ended September 30, 2020 compared to income tax expense of
$40.3 million for the same period in 2019. The net income tax benefit recognized in 2020 was primarily the result of losses before income taxes of
$181.6 million as well as discrete income tax benefits generated by the provisions of the CARES Act. The CARES Act, among other things, (i) waived the
80% taxable income limitation on the use of net operating losses which was previously set forth under the Tax Cuts and Jobs Act of 2017 and (ii) provided
that net operating losses arising in a taxable year beginning after December 31, 2017 and before January 1, 2021 may be treated as a carryback to each of
the five preceding taxable years. These CARES Act provisions resulted in $35.5 million of net tax benefits driven by the rate differential on the carryback
of net operating losses previously recorded at 21% where the benefit is recognized at 35%. The effective tax rate increased to 43.7% in 2020 from 22.5% in
2019 due primarily to the impact of the discrete income tax benefits described above.
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Overview of Financial Position
The major changes in the condensed consolidated balance sheet from December 31, 2019 to September 30, 2020 include:
•

Cash and cash equivalents increased $412.4 million to $470.2 million at September 30, 2020. For additional information, refer to the "Liquidity
and Capital Resources" section below.

•

Lease merchandise decreased $247.8 million due to lower lease merchandise purchases at the Aaron's Business as a result of store closures and
related initiatives in 2020 and a reduction in lease merchandise balances at Progressive Leasing due to an increase in customer early buyouts,
which are seasonally higher in the first quarter and were higher than historical levels during the second and third quarters, which we believe was
due in part to the impact of government stimulus measures in response to the COVID-19 pandemic.

•

Operating lease right-of-use assets decreased $59.6 million due to impairment charges recorded in connection with restructuring actions at the
Aaron's Business, as well as regularly scheduled amortization of right-of-use assets.

•

Goodwill decreased to $291.4 million at September 30, 2020 due to an impairment charge of $446.9 million to recognize a full impairment of the
goodwill within the Aaron's Business reporting unit during the first quarter of 2020. For additional information, refer to Note 1 to these condensed
consolidated financial statements.

•

Income tax receivable decreased $9.2 million due primarily to current tax expense, which results in a future tax payment obligation, partially
offset by income tax payments made during the nine months ended September 30, 2020.

•

Debt decreased $55.9 million due primarily to the scheduled April 2020 repayment of $60.0 million on the Company's outstanding senior
unsecured notes, which was partially offset by additional borrowings of $5.6 million under the Company's term loan and revolving credit
agreement in January 2020.

•

Accrued regulatory expense decreased $175.0 million due to the April 27, 2020 payment of Progressive Leasing's agreed-upon settlement
payment to the FTC. For additional information, refer to Note 4 to these condensed consolidated financial statements.

Liquidity and Capital Resources
Liquidity Considerations Related to the COVID-19 Pandemic
The Company intends to continue to closely monitor its liquidity position and capital requirements as the impacts of the pandemic on the economy and the
Company’s businesses and financial position continue to unfold in the coming periods. The Company may experience a temporary decrease in its liquidity
position in future periods due to the combination of: (i) a reduction in future revenue attributable to the decrease in the number of new customer lease
agreements generated by the Progressive Leasing and Aaron’s Business segments during 2020 as a result of Progressive Leasing retail partner closures
and/or reduced operations, temporary showroom closures at company-operated Aaron's Business stores, as well as the impact of supply chain disruptions
resulting in shortages of available products at both Progressive Leasing retail partners and Aaron's Business stores; (ii) an increase in cash outflows at the
Aaron's Business to purchase and manufacture inventory before there has been a meaningful increase in cash inflows derived from newly generated
customer leases; (iii) as invoice volumes begin returning to normal levels for Progressive Leasing, the cash outflows for the purchase of inventory from its
retailer partners will be required at the time of lease origination, while the associated cash inflows from customer lease payments will be received over
time; and (iv) the various forms of payment deferment options we are providing our customers that are experiencing hardships.
General
Our ongoing primary capital requirements consist of buying merchandise for the operations of Progressive Leasing and the Aaron’s Business. As
Progressive Leasing continues to grow, the need for additional lease merchandise is expected to remain our major capital requirement. Other capital
requirements include (i) purchases of property, plant and equipment, including leasehold improvements for our new store concept and operating model; (ii)
expenditures for acquisitions, including franchisee acquisitions; (iii) expenditures related to our corporate operating activities; (iv) personnel expenditures;
(v) income tax payments; (vi) funding of loans receivable for Vive; and (vii) servicing our outstanding debt obligations. The Company has also historically
paid quarterly cash dividends and periodically repurchases stock. Our capital requirements have been financed through:
•

cash flows from operations;

•

private debt offerings;

•

bank debt; and
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•

stock offerings.

As discussed in Note 4 to the condensed consolidated financial statements, the Company had accrued $175.0 million related to Progressive Leasing's
settlement of the FTC matter. Following the FTC's approval of that settlement on April 17, 2020, and the approval of the consent order related thereto by
the United States District Court for the Northern District of Georgia on April 22, 2020, the Company made that payment to the FTC on April 27, 2020 with
cash on hand.
In April 2020, the Company made its regularly scheduled principal payments of $60 million plus accrued interest on its outstanding senior unsecured notes
and repaid in full the $300.0 million outstanding balance on its revolving credit facility. As of September 30, 2020, the Company had $470.2 million of
cash and $486.2 million of availability under its revolving credit facility.
Cash Provided by Operating Activities
Cash provided by operating activities was $551.8 million and $350.8 million during the nine months ended September 30, 2020 and 2019, respectively. The
$201.1 million increase in operating cash flows was primarily driven by (i) improved lease portfolio performance resulting from strong customer payments
activity, (ii) lower lease merchandise purchases at the Aaron's Business and (iii) net income tax refunds of $19.4 million during the nine months ended
September 30, 2020 compared to net income tax refunds of $5.5 million in the same period in 2019. Other changes in cash provided by operating activities
are discussed above in our discussion of results for the nine months ended September 30, 2020.
Cash Used in Investing Activities
Cash used in investing activities was $72.6 million and $83.2 million during the nine months ended September 30, 2020 and 2019, respectively. The $10.6
million decrease in investing cash outflows was primarily due to $16.2 million lower cash outflows for purchases of property, plant and equipment and
$10.0 million lower cash outflows for the acquisition of businesses and customer agreements, partially offset by $14.2 million higher net cash outflows for
investments in Vive loans receivable in 2020 as compared to 2019.
Cash Used in Financing Activities
Cash used in financing activities was $66.8 million and $132.7 million during the nine months ended September 30, 2020 and 2019, respectively. The
$65.9 million reduction in financing cash outflows was primarily due to a $39.4 million decrease in the Company's repurchases of outstanding common
stock and a $22.4 million decrease in net repayments of debt in 2020 as compared to 2019.
Share Repurchases
We purchase our stock in the market from time to time as authorized by our Board of Directors. As of September 30, 2020, we have the authority to
purchase additional shares up to our remaining authorization limit of $262.0 million.
Dividends
We have paid quarterly cash dividends for 33 consecutive years. At its November 2019 meeting, our board of directors increased the quarterly dividend to
$0.04 per share from $0.035 per share, representing the Company's 17th consecutive annual increase. Aggregate dividend payments for the nine months
ended September 30, 2020 were $8.0 million. Following the separation of Aaron's Holdings Company, Inc. and Aaron's SpinCo, the timing, amount, and
payment of future dividends to shareholders will fall within the discretion of each company's respective Board of Directors.
Debt Financing
As of September 30, 2020, $225.0 million in term loan borrowings were outstanding under the revolving credit and term loan agreement that matures on
January 21, 2025. The total available credit under our revolving credit facility as of September 30, 2020 was $486.2 million. The revolving credit and term
loan agreement includes an uncommitted incremental facility increase option (an "accordion facility") which, subject to certain terms and conditions,
permits the Company at any time prior to the maturity date to request an increase in extensions of credit available thereunder by an aggregate additional
principal amount of up to $250.0 million.
As of September 30, 2020, the Company had outstanding $60.0 million in aggregate principal amount of senior unsecured notes issued in a private
placement. The notes bear interest at the rate of 4.75% per year and mature on April 14, 2021. Quarterly payments of interest commenced July 14, 2014,
and annual principal payments of $60.0 million commenced April 14, 2017. In April 2020, the Company made its regularly scheduled principal payments
of $60 million plus accrued interest on its outstanding senior unsecured notes.
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Our revolving credit and term loan agreement contains certain financial covenants, which include requirements that the Company maintain ratios of (i)
adjusted EBITDA plus lease expense to fixed charges of no less than 2.50:1.00 and (ii) total debt to adjusted EBITDA of no greater than 3.00:1.00. In each
case, adjusted EBITDA refers to the Company’s consolidated net income before interest and tax expense, depreciation (other than lease merchandise
depreciation), amortization expense, and other cash and non-cash charges. If we fail to comply with these covenants, we will be in default under these
agreements, and all amounts could become due immediately. We are in compliance with all of these covenants at September 30, 2020 and believe that we
will continue to be in compliance in the future. However, given the uncertainties associated with the COVID-19 pandemic's impact on our operations and
financial performance in future periods, there can be no assurances that we will not be required to seek amendments or modifications to one or more of the
covenants in our debt agreements and/or waivers of potential or actual defaults of those covenants.
Commitments
Income Taxes
During the nine months ended September 30, 2020, we received net tax refunds of $19.4 million. Within the next three months, we anticipate we will make
$24.0 million in estimated tax payments for U.S. federal income taxes and $7.0 million for state income taxes. The CARES Act, which was enacted on
March 27, 2020, includes several tax relief options for companies, including a five-year net operating loss carryback. The Company has elected to
carryback its 2018 net operating losses of $242.2 million to 2013, thus generating a federal income tax refund of $84.4 million, which we received in July
2020. Vive filed a separate federal return from Aaron's, Inc. and has elected to carryback its 2018 net operating loss of $5.4 million to 2013, thus generating
an anticipated federal income tax refund of $1.8 million in 2020. Furthermore, the Company estimates it will receive $4.5 million in federal income tax
refunds during the year ended December 31, 2021, which includes the $1.7 million estimated refund related to Vive's 2019 estimated net operating loss
carryback. Refer to "CARES Act Considerations" for further discussion of tax relief options under the CARES Act.
The Tax Act, which was enacted in December 2017, provides for 100% expense deduction of certain qualified depreciable assets, including lease
merchandise inventory, purchased by the Company after September 27, 2017 (but would be phased down starting in 2023). Because of our sales and lease
ownership model, in which the Company remains the owner of merchandise on lease, we benefit more from bonus depreciation, relatively, than traditional
furniture, electronics and appliance retailers.
We estimate the deferred tax liability associated with bonus depreciation from the Tax Act and the prior tax legislation is approximately $321.0 million as
of December 31, 2019, of which approximately 88% is expected to reverse as a deferred income tax benefit in 2020 and most of the remainder during 2021.
These amounts exclude bonus depreciation the Company will receive on qualifying expenditures after December 31, 2019.
Franchise Loan Guarantee
We have guaranteed the borrowings of certain independent franchisees under a franchise loan agreement with one of the banks that is a party to our Credit
Agreement, under which the maximum facility commitment amount under the franchisee loan program was $25.0 million as of September 30, 2020. At
September 30, 2020, the total amount that we might be obligated to repay in the event franchisees defaulted was $18.6 million, which would be due in full
within 75 days of the event of default. However, due to franchisee borrowing limits, we believe any losses associated with defaults would be substantially
mitigated through recovery of lease merchandise and other assets. Since the inception of the franchise loan program in 1994, the Company's losses
associated with the program have been immaterial. However, due to the uncertainty related to the impact of the COVID-19 pandemic and possible related
governmental measures to control the pandemic, there can be no assurance that the Company will not incur future losses on outstanding franchisee
borrowings under the franchise loan facility in the event of defaults or impending defaults by franchisees. The Company records a liability related to
estimated future losses from repaying the franchisees' outstanding debt obligations upon any possible future events of default, which is included in accounts
payable and accrued expenses in the condensed consolidated balance sheets. That liability was $2.4 million and $0.4 million as of September 30, 2020 and
December 31, 2019, respectively.
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Contractual Obligations and Commitments
As part of our ongoing operations, we enter into various arrangements that obligate us to make future payments, including debt agreements, operating
leases, and other purchase obligations. The future cash commitments owed under these arrangements generally fluctuate in the normal course of business as
we, for example, borrow on or pay down our revolving lines of credit, make scheduled payments on other debt, leases or purchase obligations and
renegotiate arrangements or enter into new arrangements. Other than the $300.0 million temporary draw on the Company's revolving credit facility, which
was repaid by the Company on April 30, 2020, and the $175.0 million payment to the FTC for settlement of the Progressive Leasing FTC matters as
described within the "Liquidity and Capital Resources" section above, there were no material changes outside the normal course of business in our material
cash commitments and contractual obligations from those reported in our Annual Report on Form 10-K for the year ended December 31, 2019.
Unfunded Lending Commitments
The Company, through its Vive business, has unconditionally cancellable unfunded lending commitments totaling approximately $248.6 million and
$225.0 million as of September 30, 2020 and December 31, 2019, respectively, that do not give rise to revenues and cash flows. These unfunded
commitments arise in the ordinary course of business from credit card agreements with individual cardholders that give them the ability to borrow, against
unused amounts, up to the maximum credit limit assigned to their account. While these unfunded amounts represent the total available unused lines of
credit, the Company does not anticipate that all cardholders will utilize their entire available line at any given point in time. Commitments to extend
unsecured credit are agreements to lend to a cardholder so long as there is no violation of any condition established in the contract. Commitments generally
have fixed expiration dates or other termination clauses. Since many of the commitments are expected to expire without being drawn upon, the total
commitment amounts do not necessarily represent future cash requirements.
Critical Accounting Policies
Refer to the 2019 Annual Report. Accounting policies herein have also been updated as applicable to describe the impacts of the COVID-19 pandemic.
Recent Accounting Pronouncements
Refer to Note 1 to the condensed consolidated financial statements for a discussion of recently issued accounting pronouncements, including
pronouncements that were adopted in the current year.
ITEM 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK
As of September 30, 2020, we had $60.0 million of senior unsecured notes outstanding at a fixed rate of 4.75%. Amounts outstanding under our unsecured
revolving credit and term loan agreement as of September 30, 2020 consisted of $225.0 million in term loans. Borrowings under the revolving credit and
term loan agreement are indexed to the LIBOR rate or the prime rate, which exposes us to the risk of increased interest costs if interest rates rise. Based on
the Company’s variable-rate debt outstanding as of September 30, 2020, a hypothetical 1.0% increase or decrease in interest rates would increase or
decrease interest expense by approximately $2.3 million on an annualized basis.
We do not use any significant market risk sensitive instruments to hedge commodity, foreign currency or other risks, and hold no market risk sensitive
instruments for trading or speculative purposes.
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ITEM 4. CONTROLS AND PROCEDURES
Disclosure Controls and Procedures.
An evaluation of the Company’s disclosure controls and procedures, as defined in Rule 13a-15(e) under the Securities Exchange Act of 1934, as amended,
was carried out by management, with the participation of the Chief Executive Officer ("CEO") and Chief Financial Officer ("CFO"), as of the end of the
period covered by this Quarterly Report on Form 10-Q.
This evaluation is performed to determine if our disclosure controls and procedures are effective to provide reasonable assurance that information required
to be disclosed by the Company in the reports that it files or submits under the Securities Exchange Act of 1934, as amended, is accumulated and
communicated to management, including our CEO and CFO, as appropriate, to allow timely decisions regarding required disclosures and are effective to
provide reasonable assurance that such information is recorded, processed, summarized and reported within the time periods specified by the SEC’s rules
and forms. No system of controls, no matter how well designed and operated, can provide absolute assurance that the objectives of the system of controls
are met, and no evaluation of controls can provide absolute assurance that the system of controls has operated effectively in all cases. Our disclosure
controls and procedures, however, are designed to provide reasonable assurance that the objectives of disclosure controls and procedures are met.
Based on management’s evaluation, the CEO and CFO concluded that the Company’s disclosure controls and procedures were effective as of the date of
the evaluation to provide reasonable assurance that the objectives of disclosure controls and procedures are met.
Changes in Internal Control Over Financial Reporting.
There were no changes in the Company’s internal control over financial reporting, as defined in Rule 13a-15(f) under the Securities Exchange Act of 1934,
during the nine months ended September 30, 2020 that have materially affected, or are reasonably likely to materially affect, the Company’s internal
control over financial reporting.
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PART II – OTHER INFORMATION
ITEM 1. LEGAL PROCEEDINGS
From time to time, we are party to various legal proceedings arising in the ordinary course of business. While any proceeding contains an element of
uncertainty, we do not currently believe that any of the outstanding legal proceedings to which we are a party will have a material adverse impact on our
business, financial position or results of operations. However, an adverse resolution of a number of these items may have a material adverse impact on our
business, financial position or results of operations. For further information, see Note 4 to the condensed consolidated financial statements, which
discussion is incorporated herein by reference.
ITEM 1A. RISK FACTORS
The Company does not have any updates to its risk factors disclosure from that previously reported in the 2019 Annual Report and in its Quarterly Report
on Form 10-Q for the three months ended March 31, 2020.
ITEM 2. UNREGISTERED SALES OF EQUITY SECURITIES AND USE OF PROCEEDS
The following table presents our share repurchase activity for the three months ended September 30, 2020:

Period

Maximum Dollar Value of
Total Number of Shares
Shares that May Yet Be
Total Number of Shares Average Price Paid Purchased as Part of Publicly Purchased Under the Plans or
Purchased
per Share
Announced Plans or Programs
Programs 1

July 1, 2020 through July 31, 2020
August 1, 2020 through August 31, 2020
September 1, 2020 through September 30, 2020
Total

—
—
—
—

1

—
—
—

— $
—
—
—

262,010,238
262,010,238
262,010,238

Share repurchases are conducted under authorizations made from time to time by the Company’s Board of Directors. The most recent authorization, which
replaced our previous repurchase program, was publicly announced on February 15, 2018 and authorized the repurchase of shares up to a maximum
amount of $500 million. Subject to the terms of the Board's authorization and applicable law, repurchases may be made at such times and in such amounts
as the Company deems appropriate. Repurchases may be discontinued at any time.

ITEM 3. DEFAULTS UPON SENIOR SECURITIES
None.
ITEM 4. MINE SAFETY DISCLOSURES
None.
ITEM 5. OTHER INFORMATION
None.
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ITEM 6. EXHIBITS
EXHIBIT
NO.

DESCRIPTION OF EXHIBIT

10.1*

Amendment to the Amended and Restated Executive Severance Pay Plan of Aaron’s Holdings Company, Inc., effective July 9, 2020.

31.1*

Certification of Chief Executive Officer pursuant to Rule 13a-14(a) and Rule 15d-14(a) of the Securities Exchange Act, as amended.

31.2*

Certification of Chief Financial Officer pursuant to Rule 13a-14(a) and Rule 15d-14(a) of the Securities Exchange Act, as amended.

32.1*

Certification of Chief Executive Officer pursuant to 18 U.S.C. 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of
2002.

32.2*

Certification of Chief Financial Officer pursuant to 18 U.S.C. 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002.

101.INS

XBRL Instance Document - The instance document does not appear in the interactive data file because its XBRL tags are embedded within
the inline XBRL document.

101.SCH

XBRL Taxonomy Extension Schema Document

101.CAL

XBRL Taxonomy Extension Calculation Linkbase Document

101.DEF

XBRL Taxonomy Extension Definition Linkbase Document

101.LAB

XBRL Taxonomy Extension Labels Linkbase Document

101.PRE

XBRL Taxonomy Extension Presentation Linkbase Document

104

The cover page from this Quarterly Report on Form 10-Q for the quarter ended September 30, 2020, formatted in Inline XBRL (included
in Exhibit 101)

*Filed herewith.
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SIGNATURES
Pursuant to the requirements of the Securities Exchange Act of l934, the Registrant has duly caused this report to be signed on its behalf by the
undersigned thereunto duly authorized.
AARON’S HOLDINGS COMPANY, INC.
(Registrant)
Date:

October 29, 2020

By:

/s/ C. Kelly Wall
C. Kelly Wall
Interim Chief Financial Officer
(Principal Financial Officer)

Date:

October 29, 2020

By:

/s/ Robert P. Sinclair, Jr.
Robert P. Sinclair, Jr.
Vice President,
Corporate Controller
(Principal Accounting Officer)
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AMENDMENT
TO THE
EXECUTIVE SEVERANCE PAY PLAN OF AARON’S, INC.
THIS AMENDMENT to the Executive Severance Pay Plan of Aaron’s, Inc., effective February 1, 2014 and as amended
and restated effective as of August 5, 2015 (the “Plan”) is hereby made and entered into Aaron’s, Inc. (the “Company”), effective
as of July 9, 2020.
W I T N E S S E T H:
WHEREAS, the Company sponsors and maintains the Plan for the purpose of providing certain severance benefits for its
eligible executives; and
WHEREAS, the Company has reserved the right to amend the Plan in accordance with Section X of the Plan.
NOW, THEREFORE, BE IT RESOLVED, that the Plan is hereby amended as follows effective as of July 9, 2020:
1.

Section 5.1 is hereby amended to add a new subsection (c) to read as follows:
“(c) Annual Bonus. In addition to the amounts set forth in Sections 5.1(a) and (b) above, the Participant’s
Employer will pay the Participant a lump sum amount equal to the Participant’s Target Bonus under the
Employer’s annual bonus plan for the fiscal year of the Participant’s Separation from Service.
Notwithstanding the above, this Section 5.1(c) is not intended to provide the Participant with duplicative
benefits and shall not apply to the extent that pursuant to the terms of the annual bonus plan, the Participant
has received or is already entitled to receive a payment under or with respect to such annual bonus plan for
the fiscal year of the Participant’s Separation from Service.”

2. The chart set forth in Section 5.2(a) is hereby replaced in its entirety with the following chart:
Salary Grade

Amount of Severance Pay

21 or higher

24 months of Annual Salary
+ 24 Months of Target Bonus

20

18 months of Annual Salary
+ 18 Months of Target Bonus
18 months of Annual Salary
+ 18 Months of Target Bonus

18 or 19

3.

Section 5.3(a) is hereby amended in its entirety to read as follows:
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“(a) The salary benefits payable to a Participant under Section 5.1(a) or Section 5.2(a) above shall be paid
to the a lump sum in cash on the sixtieth (60th) day following the date of the Participant’s termination of
employment, with a lump sum catch-up payment made at that time in an amount equal to the aggregate
amount of payments that would have been paid through such date had payments commenced on the
Participant’s Termination Date. Notwithstanding the foregoing, to the extent that the salary benefits
payable to a Participant under Section 5.1(a) or Section 5.2(a) above are not exempt as a short-term
deferral (within the meaning of Section 409A of the Code) or qualify for the two-times compensation
exemption of Treasury Reg. § 1.409A-1(b)(9)(iii), then such salary benefits shall be paid in accordance
with the Employer’s standard payroll schedule for the payment of base salary to executives, in
substantially equal installments over the specified number of months (e.g., 12 months under Section
5.1(a)). Payment of such installments will begin on the sixtieth (60th) day following the Participant’s
termination of employment, with a lump sum catch-up payment made at that time in an amount equal to
the aggregate amount of payments that would have been paid through such date had payments commenced
on the Participant’s Termination Date.”
4.

Section 5.3(b) is hereby amended in its entirety to read as follows:
“(b) The lump sum payment for COBRA Premiums payable under Section 5.1(b) or Section 5.2(b) and the
lump sum payment of bonuses payable under Section 5.1(c) or 5.2(c) will be paid to the Participant in a
lump sum in cash on the sixtieth (60th) day following the date of the Participant’s termination of
employment; provided, however, any prorated annual bonus that is calculated based on the actual
attainment of performance criteria shall be paid when such bonuses would normally be paid under the
terms of the plan.”

5.

Exhibit A is hereby replaced in its entirety with the following:

EXHIBIT A
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Specifically Designated Executives
(As Amended and Restated,
Effective July 9, 2020)
Executive

Amount of Severance Pay under Section
5.2(a)

Curtis Doman
Blake Wakefield

18 months of Annual Salary
+ 18 Months of Target Bonus

Tanner Barney
Marvin Fentress
Brian J. Garner
Bill Green
Ben Hawksworth
Kurtis Hilton
Christian Matsumori
Ryan Ray
Trevor Thatcher

18 months of Annual Salary
+ 18 Months of Target Bonus

6.

Except as specifically amended herein, the provisions of the Plan shall remain in full force and effect.

[REMAINDER OF PAGE LEFT INTENTIONALLY BLANK]
IN WITNESS WHEREOF, this Amendment has been duly executed on behalf of the Company on this 24th day of July
2020, to be effective as of July 9, 2020.
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AARON’S, INC.

By:_______________________________________
Title: CFO & President, Strategic Operations

4
WORKAMER\37110850.v3

EXHIBIT 31.1
CERTIFICATION PURSUANT TO RULE 13a-14(a)/15d-14(a)
I, John W. Robinson III, certify that:
1.

I have reviewed this quarterly report on Form 10-Q of Aaron's Holdings Company, Inc.;

2.

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

3.

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

4.

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

5.

a)

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

b)

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

c)

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

d)

Disclosed in this report any change in the registrant's internal control over financial reporting that occurred
during the registrant's most recent fiscal quarter that has materially affected, or is reasonably likely to materially
affect, the registrant's internal control over financial reporting; and

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

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

b)

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

Date: October 29, 2020

/s/ John W. Robinson III
John W. Robinson III
Chief Executive Officer

EXHIBIT 31.2
CERTIFICATION PURSUANT TO RULE 13a-14(a)/15d-14(a)
I, C. Kelly Wall, certify that:
1.

I have reviewed this quarterly report on Form 10-Q of Aaron's Holdings Company, Inc.;

2.

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

3.

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

4.

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

5.

a)

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

b)

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

c)

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

d)

Disclosed in this report any change in the registrant's internal control over financial reporting that occurred during
the registrant's most recent fiscal quarter that has materially affected, or is reasonably likely to materially affect,
the registrant's internal control over financial reporting; and

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

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

b)

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

Date:

October 29, 2020

/s/ C. Kelly Wall
C. Kelly Wall
Interim Chief Financial Officer

EXHIBIT 32.1
CERTIFICATION PURSUANT TO 18 U.S.C. SECTION 1350, AS ADOPTED
PURSUANT TO SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002
I, John W. Robinson III, Chief Executive Officer of Aaron's Holdings Company, Inc. and subsidiaries (the “Company”), certify, pursuant to Section 906 of
the Sarbanes-Oxley Act of 2002, 18 U.S.C. Section 1350 that:
The Quarterly Report on Form 10-Q of the Company for the quarter ended September 30, 2020 (the “Report”) fully complies with the requirements of
Section 13(a) of the Securities Exchange Act of 1934 (15 U.S.C. 78m); and
The information contained in the Report fairly presents, in all material respects, the financial condition and results of operations of the Company.
Date:

October 29, 2020

/s/ John W. Robinson III
John W. Robinson III
Chief Executive Officer

EXHIBIT 32.2
CERTIFICATION PURSUANT TO 18 U.S.C. SECTION 1350, AS ADOPTED
PURSUANT TO SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002
I, C. Kelly Wall, Interim Chief Financial Officer of Aaron's Holdings Company, Inc. and subsidiaries (the “Company”), certify, pursuant to Section 906 of
the Sarbanes-Oxley Act of 2002, 18 U.S.C. Section 1350 that:
The Quarterly Report on Form 10-Q of the Company for the quarter ended September 30, 2020 (the “Report”) fully complies with the requirements of
Section 13(a) of the Securities Exchange Act of 1934 (15 U.S.C. 78m); and
The information contained in the Report fairly presents, in all material respects, the financial condition and results of operations of the Company.
Date:

October 29, 2020

/s/ C. Kelly Wall
C. Kelly Wall
Interim Chief Financial Officer

