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Cautionary Note Regarding Forward-Looking Statements

Some of the statements made in this Annual Report on Form 10-K constitute forward-looking statements within the meaning of the federal securities laws. Such forward-
looking statements include, but are not limited to, statements regarding our or our management's expectations, hopes, beliefs, intentions or strategies regarding the future. In
addition, any statements that refer to projections, forecasts or other characterizations of future events or circumstances, such as statements about our future financial
performance, including any underlying assumptions, are forward-looking statements. The words "anticipate," "believe," "continue," "could," "estimate," "expect," "future,"
"goal," "intend," "likely," "may," "might," "plan," "possible," "potential," "predict," "project,” "seek," "should," "would," "will," "approximately," "shall" and similar
expressions may identify forward-looking statements, but the absence of these words does not mean that a statement is not forward-looking. Forward-looking statements
contained in this Annual Report on Form 10-K include, but are not limited to, statements about:

» the impact of the COVID-19 pandemic;

*  competition in the payment processing industry;

« the use of distribution partners;

*  any unauthorized disclosures of merchant or cardholder data, whether through breach of our computer systems, computer viruses, or otherwise;
* any breakdowns in our processing systems;

*  government regulation, including regulation of consumer information;

«  the use of third-party vendors;

* any changes in card association and debit network fees or products;

* any failure to comply with the rules established by payment networks or standards established by third-party processor;
* any proposed acquisitions or dispositions or any risks associated with completed acquisitions or dispositions; and

»  other risks and uncertainties set forth in the "Item 1A - Risk Factors" section of this Annual Report on Form 10-K.

We caution you that the foregoing list may not contain all of the forward-looking statements made in this Annual Report on Form 10-K.

The forward-looking statements contained in this Annual Report on Form 10-K are based on our current expectations and beliefs concerning future developments and their
potential effects on us. You should not place undue reliance on these forward-looking statements in deciding whether to invest in our securities. We cannot assure you that
future developments affecting us will be those that we have anticipated. These forward-looking statements involve a number of risks, uncertainties (some of which are beyond
our control) or other assumptions, including the risk factors set forth on page 18 of this Annual Report on Form 10-K, that may cause our actual results or performance to be
materially different from those expressed or implied by these forward-looking statements. Should one or more of these risks or uncertainties materialize, or should any of our
assumptions prove incorrect, actual results may vary in material respects from those projected in these forward-looking statements.

In addition, statements that "we believe" and similar statements reflect our beliefs and opinions on the relevant subject. These statements are based upon information available to
us as of the date of this Annual Report on Form 10-K, and while we believe such information forms a reasonable basis for such statements, such information may be limited or
incomplete, and our statements should not be read to indicate that we have conducted an exhaustive inquiry into, or review of, all potentially available relevant information.
These statements are inherently uncertain, and investors are cautioned not to unduly rely upon these statements.

You should read this Annual Report on Form 10-K with the understanding that our actual future results, levels of activity, performance and achievements may be materially
different from what we expect. We qualify all of our forward-looking statements by these cautionary statements.

Forward-looking statements speak only as of the date they were made. We undertake no obligation to update or revise any forward-looking statements, whether as a result of
new information, future events or otherwise, except as may be required under applicable securities laws.



Terms Used in the Annual Report on Form 10-K

non

As used in this Annual Report on Form 10-K, unless the context otherwise requires, references to the terms "Company," "Priority," "we

Technology Holdings, Inc. and its consolidated subsidiaries.

"o
>

us" and "our" refer to Priority



PART I.

ITEM 1. BUSINESS

Overview of the Company

We are a leading provider of payment infrastructure for merchant acquiring, integrated payment software and automated payable solutions. We offer a single technology
platform for integrated payments, low friction merchant boarding, underwriting, risk management and compliance monitoring to businesses, enterprises and distribution
partners such as retail independent sales organizations ("ISOs"), financial institutions ("FIs"), wholesale ISOs, and independent software vendors ("ISVs"). The Company, then
Priority Holdings, LLC, was founded in 2005 with a mission to build a merchant inspired payments platform that would advance the goals of our small and medium-size
business clients ("SMBs"), enterprise clients, and distribution partners.

Since 2013, we have grown from the 38th largest U.S. merchant acquirer to become the 12th largest and the 5th largest non-bank merchant acquirer as of the end of 2020
according to the Nilson Report issued in March 2021. In 2020 and 2019, we processed 457 million and 513 million transactions, respectively, and $42.3 billion and $43.0
billion, respectively, in bankcard payment volume across approximately 223,000 and 203,000, respectively, merchants. Headquartered in Alpharetta, Georgia near Atlanta, we
had 479 employees as of December 31, 2020 and are led by an experienced group of payments executives.

Our growth has been underpinned by three key strengths: (1) two proprietary product platforms: the MX product line targeting the consumer payments market and the
commercial payments exchange ("CPX") product line targeting the commercial payments market, (2) focused distribution engines dedicated to selling into business-to-
consumer ("B2C") and commercial payments business-to-business ("B2B") payments markets, and (3) a cost-efficient, agile payment and business processing infrastructure,
known internally as Vortex.Cloud and Vortex.OS.

The MX product line provides technology-enabled payment acceptance and business management capabilities to merchants, enterprises and our distribution partners. The MX
product line includes: (1) our MX ISO/Agent and VIMAS reseller technology systems (collectively referred to as "MX Connect") and (2) our MX Merchant products, which
together provide resellers and merchant clients, a flexible and customizable set of business applications that help better manage critical business work functions and revenue
performance using core payment processing as our leverage point. MX Connect provides our consumer payments reselling partners with automated tools that support low
friction merchant on-boarding, underwriting and risk management, client service, and commission processing through a single mobile-enabled, web-based interface. The result
is a smooth merchant activation onto our flagship consumer payments offering, MX Merchant, which provides core processing and business solutions to SMB clients. In
addition to payment processing, the MX Merchant product line encompasses a variety of proprietary and third-party product applications that merchants can adopt such as MX
Insights, MX Storefront, MX Retail, MX Invoice, MX B2B and ACH.com, among others. This comprehensive suite of solutions enables merchants to identify key consumer
trends in their business, quickly implement e-commerce or retail point-of-sale ("POS") solutions, and even handle automated clearing house ("ACH") payments. By empowering
resellers to adopt a consultative selling approach and embedding our technology into the critical day-to-day workflows and operations of both merchants and resellers, we
believe that we have established and maintained "sticky" relationships. We believe that our strong retention, coupled with consistent merchant boarding, have resulted in strong
processing volume and revenue growth.

The CPX platform, like the MX product line, provides a complete solution suite designed to monetize all types of B2B payments by maximizing automation for buyers and
suppliers. CPX supports virtual card, purchase card, electronic fund transfer, ACH and check payments, intelligently routing each transaction via the optimal payment method.
Underlying our MX and CPX platforms is the Company's Vortex.Cloud and Vortex.OS enterprise infrastructure, a curated cloud and application programming interface ("API")

driven operating system built for scale and agility.

We developed an entirely virtual computing infrastructure in 2012. This infrastructure, known as Vortex.Cloud, is a highly-available, redundant, and audited payment card
industry ("PCI"), Health Insurance Portability and Accountability Act ("HIPAA"), NACHA, and Financial Stability Oversight Council (the "FSOC") computing platform with
centralized security and technical operations. We strive to enable Vortex.Cloud to maintain greater than 99% uptime. All computational and IP



assets of our operating companies are hosted and managed on Vortex.Cloud infrastructure. With Vortex.Cloud, we have constructed a uniform set of APIs, called Vortex.OS
(operating system), that provide critical functionality to our payment divisions. The Vortex OS APIs provide electronic payments, security/crypto, data persistence, time series
data (events), and artificial intelligence (AI). The MX and CPX product platforms leverage Vortex.OS and Vortex.Cloud for maximum scalability, high-availability, security,
and access to advanced feature sets. The combined result is a purpose build infrastructure and product offering that produces solid organic growth and profit margin results.
Furthermore, in addition to supporting a modern product stack, Vortex.Cloud and Vortex.OS enable the rapid inclusion of data and systems of acquisition targets for smooth
consolidation to our operating infrastructure and accelerate achievement of revenue and cost synergies.

We sell our B2C merchant acquiring solutions primarily to SMBs through a growing and diverse reseller network, including ISOs, FIs, ISVs, Value-Added Resellers ("VARs")
and other referral partners. We maintain stable, long-term relationships with our resellers, bolstered by the integration of MX Connect, a powerful customer relationship
management ("CRM") and business operating system. MX Connect is used by our resellers and internal teams to manage their merchant base and accelerate the growth of their
businesses through various value-added tools and resources which include marketing resources, automated onboarding, merchant underwriting, merchant activity monitoring
and reporting. In addition, we offer ISVs and VARs a technology "agnostic" and feature rich API, providing developers with the ability to integrate electronic payment
acceptance into their software and improve boarding efficiency for their merchant base. For the end user, MX Merchant provides a customizable, virtual terminal with
proprietary business management tools and add-on applications that create an integrated merchant experience. MX Merchant's add-on applications include invoicing, website
builder, inventory management and customer engagement and data analytics focused on targeted marketing among others. These proprietary business management tools and
add-on applications, coupled with our omni-channel payment solutions, enable us to achieve attrition rates that, we believe, are well below industry average. MX Merchant can
be deployed on hardware from a variety of vendors and operated either as a standalone product or integrated with third-party software. Through MX Merchant, we are well-
positioned to capitalize on the trend towards integrated payments solutions, new technology adoption, and value-added service utilization in the SMB market. Our broad go-to-
market strategy has resulted in a merchant base that is both industry and geographically diversified in the United States, resulting in low industry and merchant concentration.

In addition to our B2C offering, we have diversified our source of revenues through our growing presence in the B2B market. We work with enterprise clients and leading
financial institutions seeking to automate their accounts payable processes. We provide curated managed services and a robust suite of integrated accounts payable automation
solutions to industry leading financial institutions and card networks such as Citibank, MasterCard, Visa and American Express, among others. Unlike the consumer payments
business which advocates a variable cost indirect sales strategy, Priority Commercial Payments supports a direct sales model that provides turnkey merchant development,
product sales, and supplier enablement programs. CPX offers clients a seamless bridge for buyer to supplier (payor to provider) payments by integrating directly to a buyer's
payment instruction file and parsing it for payment to suppliers via virtual card, purchase card, ACH +, dynamic discounting, or check. Successful implementation of our
Accounts Payable ("AP") automation solutions provides suppliers with the benefits of cash acceleration, buyers with valuable rebate/discount revenue, and the Company with
stable sources of payment processing and other revenue. Considering that the commercial payments volume in the United States is over twice the size of consumer payments
and substantially less penetrated for electronic payments, we believe that this market represents a high growth opportunity for us.

Our Integrated Partners component which offers solutions for ISVs, third-party integrators, and merchants that allow for the leveraging of our core payments engine via
application program interfaces ("APIs") resources. Integrated Partners connects businesses with other businesses and their customers in the real estate, hospitality, and health
care marketplaces.

We generate revenue primarily from fees charged for processing payment transactions, and to a lesser extent, from monthly subscription services and other solutions provided to
merchants. Processing fees are generated from the ongoing sales of our merchants under multi-year merchant contracts, and thus are highly recurring in nature. Due to the
nature of our strong reseller-centric distribution model and differentiated technology offering, we can drive efficient scale and operating leverage, generating robust margins and
profitability.

For the year ended December 31, 2020, we generated revenue of $404.3 million, net income attributable to the stockholders of Priority Technology Holdings, Inc. of $25.7
million and Consolidated Adjusted EBITDA (a non-GAAP liquidity measure) of $63.8 million, compared to revenue of $371.9 million, net loss of $33.6 million, and
Consolidated Adjusted EBITDA of



$72.1 million for the year ended December 31, 2019. For a discussion of Consolidated Adjusted EBITDA and a reconciliation to net income (loss), the most directly
comparable measure under GAAP, please see the section entitled "Item 7 - Management's Discussion and Analysis of Financial Conditions and Results of Operations—
Liquidity and Capital Resources" in Part II of this Annual Report on Form 10-K.

Industry Overview

The B2C payment processing industry provides merchants with credit, debit, gift and loyalty card and other payment processing services, along with related value-added
solutions and information services. The industry continues to grow, driven by wider merchant acceptance, increased consumer use of electronic payments and advances in
payment technology. The proliferation of bankcards and use of other payment technologies has made the acceptance of electronic payments through multiple channels a virtual
necessity for many businesses, regardless of size, to remain competitive. This increased use and acceptance of bankcards and the availability of more sophisticated products and
services has resulted in a highly competitive and specialized industry.

Services to the SMB merchant market have been historically characterized by basic payment processing without ready access to more sophisticated technology, value-added
solutions, or customer service that are typically offered to large merchants. To keep up with the changing demands of how consumers wish to pay for goods and services, we
believe that SMB merchants increasingly recognize the need for value-added services wrapped around omni-channel payment solutions that are tailored to their specific
business needs.

Key Industry Trends
The following are key trends we believe are impacting the merchant acquiring / payment processing industry:

e Trend Toward Electronic Transactions. We believe the continued shift from cash/paper payments toward electronic / card payments will drive growth for merchant
acquirers and processors as volume continues to grow correspondingly. We believe the continued migration from cash to card and overall market growth will continue to
provide tailwinds to the electronic payments industry.

e Increasing Demand for Integrated Payments. Merchant acquirers are increasingly differentiating themselves from competitors via innovative technology, including
integrated POS solutions ("integrated payments"). Integrated payments refer to the integration of payment processing with various software solutions and applications
that are sold by VARs and ISVs. Integrated software tools help merchants manage their businesses, streamline processes, lower costs, increase accuracy, and drive
growth for businesses. The broader solutions delivered as part of an integrated payments platform have become an increasingly important consideration point for many
SMBs, whereas pricing was historically the key factor influencing the selection of a merchant acquirer. Merchant acquirers that partner with VARs and ISVs to integrate
payments with software or own the software outright may benefit most from new revenue streams and higher merchant retention.

*  Mobile Payments. Historically, e-commerce was conducted on a computer via a web browser; however, as mobile technologies continue to proliferate, consumers are
making more purchases through mobile browsers and native mobile applications. We believe this shift represents a significant opportunity given the high growth rates of
mobile payments volume, higher fees for card-not-present and cross-border processing and potential for the in-app economy to stimulate and/or alter consumer spending
behavior.

e Migration to EMV. EMV, which stands for Europay, MasterCard and Visa, is the global payments standard that utilizes chip technology on cards designed to increase
security. EMV technology employs dynamic authentication for each transaction, rendering any data copied from magnetic strip readers to produce counterfeit cards
unusable. Demand for EMV ready terminals should remain resilient in the near term due to the following:

e The United States was one of the last countries to adopt EMV technology, leaving a large group of merchants still transitioning to the EMV standards; and



*  U.S. merchants are penalized for failing to comply with EMV standards by bearing the chargeback risk when presented with an EMV enabled card when the
terminal is non-compliant.

The large majority of our third-party products are EMV enabled, and we expect that most new hardware sales will be EMV enabled devices, although all hardware sales
constitute only a small portion of our total revenue.

B2B payments is the largest payment market in the United States by volume and presents a significant opportunity for payment providers to capitalize on the conversion of
check and paper-based payments to electronic payments, including card-based acceptance. As businesses have increasingly looked to improve efficiency and reduce costs, the
electronification of B2B payments has gained momentum.

Electronics Payments Overview

The payment processing and services industry provides the infrastructure and services necessary to enable the acceptance, processing, clearing and settlement of electronic
payments predominantly consisting of credit card, debit card, ACH payments, gift cards and loyalty rewards programs. Characterized by recurring revenues, high operating
leverage, and robust cash flow generation, the industry continues to benefit from the mass migration from cash and checks to electronic payments.

There are five key participants in the payment processing value chain: (i) card issuing banks, (ii) merchant acquirers, (iii) payment networks, (iv) merchant processors and (v)
sponsor banks. Each of these participants performs key functions in the electronic payments process, while other entities, such as terminal manufacturers, gateway providers and
independent sales organizations also play important functions within the value chain.

e Card Issuing Banks — Typically financial institutions that issue credit/debit cards to consumers (also underwrite the risk associated the cards), authorize (check for fraud
and sufficient funds) transactions and transfer funds through the payment networks for settlement. Some card issuers do not have the ability to process transactions in-
house, in which case the issuer may engage a card processor.

e Merchant Acquirers — Firms that sign up merchants to their platform through a variety of sales channels, enabling them to accept, process and settle electronic payments.
Additionally, merchant acquirers provide other value-added services to help merchants run their businesses more efficiently, such as helping to select POS hardware and
providing customer support and services.

e Payment Networks — Card brand companies, such as MasterCard or Visa, that set rules and provide the rails to route transactions and information between card issuers,
merchant acquirers and payments processors in real-time over vast communication networks.

*  Merchant Processors — Firms that provide the technology needed to allow for payment authorization, data transmission, data security and settlement functions.
Oftentimes the term merchant acquirer and processor are used synonymously; however, they perform two distinct functions (sometimes provided by the same entity).

*  Sponsor Banks — Financial Institutions that are acquiring members of Visa and MasterCard and provide sponsorship access to acquirers and processors to the card
networks. Sponsor banks provide merchants the ultimate access to the card networks for their processing activity.

The industry also includes other third-party providers, including service, software and hardware companies that provide products and services designed to improve the
experience for issuers, merchants and merchant acquirers. This category includes mobile payment enablers, terminal manufacturers, and ISV's.

Each electronic payment transaction consists of two key steps: the front-end authorization and back end settlement.

*  Front End Authorization — The original request for payment authorization that occurs when the card is swiped or inserted at the POS or the data is entered into an online
gateway.



*  Back End Settlement — The settlement and clearing process consists of settling outstanding payables and receivables between the card issuing bank & merchant bank.
This process is facilitated by a back-end processor that utilizes the network's platform to send outstanding payable information and funds between the two parties.

A credit or debit card transaction carried out offline or through signature debit is a two-message process, with the front end occurring at the POS and the back end occurring
later as a part of a batch processing system that clears all of the day's payments from transaction occurring throughout the day. Credit and debit card transactions carried out with
personal identification numbers consist of a single message, whereby the authorization and clearing occur immediately — the money is instantly debited from the cardholder's
checking account, although the settlement of funds (the transfer to the merchant's account) may happen later as part of a batch process.
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Competitive Strengths

We possess certain attributes that we believe differentiate us as a leading provider of merchant acquiring and commercial payment solutions in the United States. Our key
competitive strengths include:

Purpose-Built Proprietary Technology

We have strategically built our proprietary software to provide technology-enabled payment acceptance and business management solutions to merchants, enterprises and
resellers. The MX product line is embedded into the critical day-to-day workflows and operations of both merchants and resellers, leading to highly "sticky" relationships and
high retention. CPX provides a complete commercial solution suite that monetizes commercial payments and maximizes automation for buyers and suppliers. By integrating
with Vortex.Cloud and Vortex.OS, MX and CPX can scale in a cost-effective and efficient manner, while enhancing features and functionality. Both product lines also support
low friction merchant onboarding and an integrated value-added product offering for merchants, resellers and ISVs in the consumer and commercial payment space.
Furthermore, in addition to supporting a modern user experience, Vortex.Cloud enables the rapid inclusion of data and systems of acquisition targets for smooth consolidation to
our operating infrastructure and accelerates achievement of revenue and of cost synergies.

Diverse Reseller Community




We maintain strong reseller relationships with approximately 1,300 ISOs, Fls, ISVs, VARs and other referral partners. MX Connect enables resellers to efficiently market
merchant acquiring solutions to a broad base of merchants through this one-to-many distribution model. Resellers leverage MX Connect's powerful CRM and business operating
features to manage their internal sales teams and engage their merchant base through various value-added tools and resources, such as marketing resources, automated
onboarding, merchant underwriting, merchant activity monitoring and reporting, to support the growth of their businesses. We believe that our ability to service our reseller
partners through a comprehensive offering provides a competitive advantage that has allowed the company to build a large, diverse merchant base characterized by high
retention. The strength of our technology offering is manifest in the fact that we maintain ownership of merchant contracts, with most reseller contracts including strong non-
solicit and portability restrictions.

Comprehensive Suite of Payment Solutions

MX Merchant offers a comprehensive and differentiated suite of traditional and emerging payment products and services that enables SMBs to address their payment needs
through one provider. We provide a payment processing platform that allows merchants to accept electronic payments (e.g. credit cards, debit cards, and ACH) at the point of
sale ("POS"), online, and via mobile payment technologies. In addition, through MX Merchant, we deliver innovative business management products and add-on features that
meet the needs of SMBs across different vertical markets. Through our MX Merchant platform, we believe we are well-positioned to capitalize on the trend towards integrated
payments solutions, new technology adoption and value-add service utilization that is underway in the SMB market. We believe our solutions facilitate a superior merchant
experience that results in increased customer lifetime value.

Highly Scalable Business Model with Operating Leverage

As a result of thoughtful investments in our technology, we have developed robust and differentiated infrastructure that has enabled us to scale in a cost-efficient manner. Our
purpose-built proprietary technology platforms, MX and CPX, each serve a unique purpose within consumer and commercial payments, enabling the company to realize
significant operating leverage within each business segment. Furthermore, the agility of our Vortex.Cloud and Vortex.OS enterprise infrastructure enables us to quickly and cost
efficiently consolidate acquisitions to drive revenue and cost synergies. Our operating efficiency supports a low capital expenditure environment to develop product
enhancements that drive organic growth across our consumer and commercial payment ecosystems and attract both reselling partners and enterprise clients looking for best-in-
class solutions. By creating a cost-efficient environment that facilitates the combination of ongoing product innovation to drive organic growth and stable cash flow to fund
acquisitions, we anticipate ongoing economies of scale and increased margins over time.

Experienced Management Team Led by Industry Veterans
Our executive management team has a record of execution in the merchant acquiring and technology-enabled payments industry. Our team has continued to develop and
enhance our proprietary and innovative technology platforms that differentiate us with merchants and resellers in the industry. Since founding the Company, our leadership

team has built strong, long-term relationships with reseller and enterprise partners by leveraging the MX and CPX product platforms to meet the needs of businesses in specific
vertical markets. We invest to attract and retain executive leadership that align with the opportunities in the market and our strategic focus.

Growth Strategies

We intend to continue to execute a multi-pronged growth strategy, with diverse organic initiatives supplemented by acquisitions. Growth strategies include:

Organic Growth in our Consumer Reseller and Merchant Base

We expect to grow through our existing reseller network and merchant base, capitalizing on the inherent growth of existing merchant volume and reseller merchant portfolios.

By providing resellers with agile tools to manage their sales businesses and grow their merchant portfolio, we have established a solid base from which to generate new
merchant adoption and retain



existing merchants. By engaging in a consultative partnership approach, we maintain strong relationships with our reseller partners and continues to exhibit strong merchant
adoption and volume growth trends. Through our resellers, we provide merchants with full-service acquiring solutions, as well as value-added services and tools to streamline
their business processes and enables them to focus on driving same store sales growth.

Expand our Network of Distribution Partners

We have established and maintain a strong position within the reseller community, with approximately 1,300 partners. We intend to continue to expand our distribution network
to reach new partners, particularly with ISVs and VARs to expand technology and integrated partnerships. We believe that our MX Connect technology offering enables us to
attract, and retain, high quality resellers focused on growth.

Increase Margin per Merchant with Complementary Products and Services

We intend to drive the adoption of our value-added services and tools with our merchant base. MX Merchant allows merchants to add proprietary Priority applications as well
as other third-party applications from the MX Merchant Marketplace to build customized payment solutions that are tailored to a merchant's business needs. As we continue to
board new merchants and promote our MX Merchant solution, we can cross-sell these add-on applications. By increasing attachment rates, along with continued benefit from
economies of scale, we expect to see improved margins per merchant. Merchants utilizing MX Merchant exhibit somewhat higher retention, contributing to our improving
overall retention rates. We believe we are well-positioned to capitalize on the secular trend towards integrated payments solutions, new technology adoption and value-add
service utilization in the SMB market.

Deploy Industry Specific Payment Technology

We intend to continue to enhance and deploy our technology-enabled payment solutions in attractive industries. Through MX Merchant, we have developed proprietary
applications and added third-party tools that address the specific needs of merchants in certain verticals, including retail, health care and hospitality. We continue to identify and
evaluate new and attractive industries where we can deliver differentiated technology-enabled payment solutions that meet merchants' industry-specific needs.

Expand Electronic Payments Share of B2B Transactions with CPX

We have a growing presence in the commercial payments market where we provide curated managed services and AP automation solutions to industry leading financial
institutions and card networks such as Citibank, MasterCard, Visa and American Express. The Commercial payments market is the largest and one of the fastest growing
payments market in the United States by volume. We are well positioned to capitalize on the secular shift from check to electronic payments, which currently lags the consumer
payments markets, by eliminating the friction between buyers and suppliers through our industry leading offering, and driving strong growth and profitability.

Accretive Acquisitions

We intend to selectively pursue strategic and tactical acquisitions that meet certain criteria, with a consistent long-term goal of maximizing stockholder value. We actively seek
potential acquisition candidates that exhibit certain attractive attributes including, predictable and recurring revenue, scalable operating model, low capital intensity
complementary technology offerings and strong cultural fit. Our Vortex.Cloud operating infrastructure is purpose-built to rapidly and seamlessly consolidate complementary
businesses into our ecosystem, optimizing revenue and cost synergies.

Sales and Distribution

We reach our consumer payment merchants through three primary sales channels: 1) Retail ISOs/Agents and Financial Institutions, 2) Wholesale ISOs, and 3) Independent
Software Vendors and Value-Added Resellers. MX Connect allows resellers to engage merchants for processing services and a host of value-added features designed to
enhance their customer



relationship. Merchants utilize our diverse product suite to manage their business, increasing our ability to retain the merchant if the ISO were to leave the Company.

*  Retail ISOs/Agents and Financial Institutions (i.e. community banks) — A non-risk bearing independent group of sales agents, individual sales agents, or financial
institutions (mostly community banks) that operates as a sales force on behalf of the Company. Retail resellers are not employed by us but rather are independently
contracted to acquire merchants to utilize our payment processing and product offerings. While the reseller serves as the merchant's key contact, the processing contract
is between us and the merchant and agreements with resellers include non-solicitation rights. We manage the transaction risk on behalf of retail resellers.

*  Wholesale ISO — A risk bearing independent group of sales agents operating as a sales force on behalf of the Company. Wholesale ISOs are not employed by us but
rather are independently contracted to acquire merchants to utilize our payment processing and product offerings. While the ISO serves as the merchant's key contact, the
processing contract is between us and the merchant, and agreements with ISOs include non-solicitation rights. Wholesale ISOs are responsible and bear all transaction
risk on their merchant portfolios. We underwrite all such merchants even though wholesale ISOs bear the risk.

e ISVs and VARs - ISVs develop and sell business management software solutions while VARs sell third-party software solutions to merchants as part of a bundled
package that includes the computer systems which operates the software. We partner with ISVs and VARs that can integrate our capabilities into a variety of software
applications (e.g. medical billing software). These integrated payment solutions create an extremely "sticky" customer relationship.

Priority Commercial Payments obtains its "buyer" clients through direct sales initiative and referral and business partnerships with integrated software partners, the card
networks (MasterCard, Visa, American Express) and large US banking institutions. We support a direct vendor sales model that provides turnkey merchant development,
product sales, and supplier enablement programs. By establishing a seamless bridge for buyer-to-supplier (payor-to-provider) payments that is integrated directly to a buyer's
payment instruction file to facilitate payments to vendors via all payment types (virtual card, purchase card, ACH +, dynamic discounting), we have established ourselves as an
emerging force in commercial payments.

Our market strategy has resulted in a merchant base that we believe is diversified across both industries and geographies resulting in, what we believe, is more stable average
profitability per merchant. Only one single reseller relationship contributes more than 10% of total bankcard processing volume, and that one relationship represents
approximately 17.1% of our total bankcard processing volume.

Security, Disaster Recovery and Back-up Systems

As a result of normal business operations, we store information relating to our merchants and their transactions. Because this information is considered sensitive in nature, we
maintain a high level of security to attempt to protect it. Our computational systems are continually updated and audited to the latest security standards as defined by payment
card industry and data security standards ("PCI DSS"), FSOC, and HIPAA audits. As such, we have a dedicated team responsible for security incident response. This team
develops, maintains, tests and verifies our incident response plan. The primary function of this team is to react and respond to intrusions, denial of service, data leakage,
malware, vandalism, and many other events that could potentially jeopardize data availability, integrity, and confidentiality. This team is responsible for investigating and
reporting on all malicious activity in and around our information systems. In addition to handling security incidents, the incident response team continually educates themselves
and us on information security matters.

High-availability and disaster recovery are provided through a combination of redundant hardware and software running at two geographically distinct data centers. Each data
center deployment is an exact mirror of the other and each can handle all technical, payment, and business operations for all product lines independently of the other. If one site

or service becomes impaired, the traffic is redirected to the other automatically. Business Continuity Planning drills are run each quarter to test fail-over and recovery as well as
staff operations and readiness.

Third-Party Processors and Sponsor Banks
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We partner with various vendors in the payments value chain to assist us in providing payment processing services to merchant clients, most notably processors and sponsor
banks, which sit between us (the merchant acquirer) and the card networks. Processing is a scale driven business in which many acquirers outsource the processing function to a
small number of large processors. In these partnerships, we serve as a merchant acquirer and enter into processing agreements with payment processors, such as First Data or
TSYS, to assist us in providing front-end and back-end transaction processing services for our merchants. These third parties are compensated for their services. These
processors in turn have agreements with card networks such as Visa and MasterCard, through which the transaction information is routed in exchange for network fees.

To provide processing services, acquirers like Priority we must be registered with the card networks (e.g. Visa and MasterCard). To register with a card network in the United
States, acquirers must maintain relationships with banks willing to sponsor the acquirer's adherence to the rules and standards of the card networks, or a sponsor bank. We
maintain sponsor bank relationships with Wells Fargo, Synovus Bank, Pueblo Bank, Sutton Bank, and Axiom Bank. For ACH payments, the Company's ACH network
(ACH.com) is sponsored by Atlantic Capital Bank and Fifth Third Bank. Sponsor bank relationships enable us to route transactions under the sponsor bank's control and
identification number (referred to as a BIN for Visa and ICA for MasterCard) across the card networks (or ACH network) to authorize and clear transactions.

Risk Management

Our thoughtful merchant and reseller underwriting policies combined with our forward-looking transaction management capabilities have enabled us to maintain low credit loss
performance. Our risk management strategies are informed by a team with decades of experience managing merchant acquiring risk operations that are augmented by our
modern systems designed to manage risk at the transaction level.

Initial Underwriting- Central to our risk management process is our front-line underwriting policies that vet all resellers and merchants prior to their contracting with us. Our
automated risk systems pull credit bureau reports, corporate ownership details, as well as anti-money laundering, Office of Foreign Assets Control ("OFAC") and Financial
Crimes Enforcement Network ("FinCEN") information from a variety of integrated data bases. This information is put into the hands of a tenured team of underwriters who
conduct any necessary industry checks, financial performance analysis or owner background checks, consistent with our policies. Based upon these results the underwriting
department rejects or approves and sets appropriate merchant and reseller reserve requirements which are held by our bank sponsors on our behalf. Resellers are subject to
quarterly and/or annual assessments for financial strength compliance with our policies and adjustments to reserve levels. The results of our initial merchant underwriting
inform the transaction level risk limits for volume, average ticket, transaction types and authorization codes among other items that are captured by our CYRIS risk module—a
proprietary risk system that monitors and reports transaction risk activity to our risk team. This transaction level risk module, housed within MX Connect, forms the
foundational risk management framework that enables the company to optimize transaction activity and processing scale while preserving a modest aggregate risk profile that
has resulted in historically low losses.

Real-Time Risk Monitoring- Merchant transactions are monitored on a transactional basis to proactively enforce risk controls. Our risk systems provide automated evaluation of
merchant transaction activity against initial underwriting settings. Transactions that are outside underwriting parameters are queued for further investigation. Also, resellers
whose merchant portfolio represents a concentration of investigated merchants are evaluated for risk action (i.e., increased reserves or contract termination).

Risk Audit- Transactions flagged by our risk monitoring systems or that demonstrate suspicious activity traits that have been flagged for review can result in funds being held
and other risk mitigation actions. These can include non- authorization of the transaction, debit of reserves or even termination of processing agreement. Merchants are
periodically reviewed to assess any risk adjustments based upon their overall financial health and compliance with Network standards. Merchant transaction activity is
investigated for instances of business activity changes or credit impairment (and improvement).

Loss Mitigation- In instances where particular transactions and/or individual merchants are flagged for fraud, where transaction activity is resulting in excessive chargebacks,
several loss mitigation actions may be taken. These include charge-back dispute
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resolution, merchant and reseller funds (reserves or processed batches) withheld, inclusion on Network Match List to notify the industry of a "bad actor", and even legal action.

Acquisitions and Dispositions of Businesses

Merger with Finxera Holdings, Inc.

On March 5, 2021, the Company entered into an Agreement and Plan of Merger (the “Merger Agreement”) with Finxera Holdings, Inc. (“Finxera”), Prime Warrior Acquisition
Corp., an indirect wholly owned subsidiary of the Company (“Merger Sub”) and, solely in its capacity as the representative of the stockholders or optionholders of Finxera (the
“Equityholder Representative”), Stone Point Capital LLC. Priority will acquire, through a merger of Merger Sub with and into Finxera, the Finxera business. Finxera is a
provider of deposit account management payment processing services to the debt settlement industry in the United States.

The Merger Agreement provides that, among other things and on the terms and subject to the conditions of the Merger Agreement, (a) Merger Sub will merge with and into
Finxera (the “Merger”), with the separate existence of Merger Sub ceasing and Finxera continuing as the surviving entity of the Merger (the “Surviving Entity”); (b) at the
effective time of the Merger (the “Effective Time”) each share of common stock, par value $0.01 per share, of Merger Sub issued and outstanding immediately prior to the
Effective Time shall be converted into one validly issued, fully paid and non-assessable share of common stock, par value $0.01 per share, of the Surviving Entity; and (c) the
shares of common stock of Finxera designated as “Class A Common Stock”, “Class B Common Stock” and preferred stock “Series C Participating Preferred Stock™ issued and
outstanding immediately prior to the closing of the transactions contemplated by the Merger Agreement (the “Closing”) will be converted into rights to receive certain cash and
stock consideration and a contingent right to receive a portion of any payments made following the determination of the purchase price adjustments (a “Deferred Payment”).

Consideration for the Merger will consist of a combination of cash and stock, with the purchase price comprising of: (a) $425,000,000, plus (b) the aggregate value of the current
assets of the Finxera and each of its subsidiaries (the “Group Companies”) less the aggregate value of the current liabilities of the Group Companies, in each case, determined
on a consolidated basis without duplication, as of the close of business on the business day immediately preceding the date of the Closing (which may be a positive or negative
number), plus (c) the sum of all cash and cash equivalents of the Group Companies as of the close of business on the business day immediately preceding the date of the Closing,
minus (d) the amount of indebtedness of the Group Companies as of the close of the business day immediately prior to the date of the Closing, minus (e) the amount of unpaid
transaction expenses, minus (f) 25% of the earnings of the Group Companies during the period between the signing of the Merger Agreement and the Closing.

Each option to purchase one or more shares of Class B Common Stock of Finxera issued pursuant to the Finxera Holdings, Inc. 2018 Equity Incentive Plan (the “Company
Options”), vested as of immediately prior to the Closing (the “Vested Company Option™), that is issued and outstanding immediately prior to the Closing will be deemed to be
exercised and converted into the right to receive a cash payment with respect to such Vested Company Option and a contingent right to receive a portion of any Deferred
Payments.

Support Agreement

In accordance with the terms of the Merger Agreement, Thomas C. Priore, the Thomas Priore 2019 GRAT, the Thomas C. Priore Irrevocable Insurance Trust U/A/D 1/8/2010
(the “Stockholders™) and Finxera have entered into that certain Support Agreement, dated as of March 5, 2021 (the “Support Agreement”), pursuant to which each of the
Stockholder (a) agrees to execute and deliver the Stockholders’ Agreement and the Registration Rights Agreement on the date of the Closing and (b) after the date of the
Support Agreement and prior to the date of the Closing, shall not sell, assign, transfer or otherwise dispose of any of such Stockholder’s Company Common Shares, unless as a
condition to such sale, assignment, transfer or other disposition, each such transferee executes and delivers a joinder agreement to the Support Agreement in a form reasonably
acceptable to Finxera, provided, that such Stockholder shall be permitted to sell up to an aggregate of 5% of such Stockholder’s Company Common Shares upon written notice
to Finxera.

Debt Commitment Letter
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On March 5, 2021, Priority Holdings, LLC (“Holdings”) entered into that certain debt commitment letter (the “Debt Commitment Letter”) with Truist Bank and Truist
Securities, Inc. (collectively, the “Debt Commitment Parties”), pursuant to which, among other things, the Debt Commitment Parties have committed to provide Holdings with
(a) $300,000,000 of term loan commitments (the “Initial Term Loan Facility”); (b) $290,000,000 of delayed draw term loan commitments (the “Delayed Draw Term Loan
Facility”); and (c) a $40,000,000 revolving credit facility (the “Revolving Credit Facility” and together with the Initial Term Loan Facility and the Delayed Draw Term Loan
Facility, collectively, the “Debt Financing”), in each case on the terms and subject to the conditions set forth in the Debt Commitment Letter. The proceeds of the Initial Term

Loan Facility and the Revolving Credit Facility will be used, among other things, to refinance certain of Holdings’ existing indebtedness, to pay fees and expenses in connection
with such refinancing and for working capital and general corporate requirements. The proceeds of the Delayed Draw Term Loan Facility will be used to finance a portion of the
cash consideration in connection with the Merger and to pay fees and expenses in connection therewith.

Equity Commitment Letter

On March 5, 2021, the Company entered into that certain preferred stock commitment letter (the “Equity Commitment Letter”) with Ares Capital Management LLC (“ACM”)
and Ares Alternative Credit Management LLC (“AACM” and together with ACM, the “Equity Commitment Parties”), pursuant to which, among other things, the Equity
Commitment Parties have agreed to purchase perpetual senior preferred equity securities (the “Preferred Stock™) of the Company (a) to be issued in connection with the
refinancing and repayment in full of certain Credit and Guaranty Agreements as described in the Equity Commitment Letter (the “Closing Date Refinancing”) (the “Initial

Preferred Stock™ and the issuance and sale thereof and certain warrants representing 2.50% of the fully diluted Company Common Shares at the Closing, the “Initial Preferred
Stock Financing™) in an amount equal to (i) in the case of ACM, $90.0 million and (ii) in the case of AACM, $60.0 million, (b) to be issued in connection with the Merger (the
“Acquisition Preferred Stock” and the issuance and sale thereof, the “Acquisition Preferred Stock Financing”) in an amount equal to (i) in the case of ACM, $30.0 million and
(ii) in the case of AACM, $20.0 million and (c) available to be issued in connection with one or more acquisitions by the Company or its subsidiaries as permitted by the Equity
Commitment Letter (the “Delayed Preferred Stock” and the issuance and sale thereof, the “Delayed Preferred Stock Financing” and together with the Initial Preferred Stock
Financing and the Acquisition Preferred Stock Financing, the “Preferred Stock Financing”) an amount equal to (i) in the case of ACM, $30.0 million and (ii) in the case of
AACM, $20.0 million.

The Company has also agreed to issue to the Equity Commitment Parties warrants to purchase shares of common stock of the Company equal to an aggregate of 2.5% of the
outstanding shares of common stock at a nominal exercise price.

The Preferred Stock will require quarterly dividend payments initially equal to a LIBOR rate plus 12% per annum of the liquidation preference, of which at least LIBOR plus
5% is to be payable in cash and the remainder paid in kind. In certain circumstances, including if the Company does not pay the minimum cash dividend, the required dividend
may be increased.

The Preferred Stock will be redeemable beginning two years after the first issuance of Preferred Stock at a price equal to 102% of the liquidation preference of the Preferred
Stock plus any accrued and unpaid dividends or, beginning three years after the first issuance of Preferred Stock, at a price equal to the liquidation preference plus any accrued
and unpaid dividends. Prior to two years after the first issuance, the Preferred Stock is redeemable at a make-whole rate. In the event of a change of control or liquidation event,
the Company will be required to redeem the outstanding Preferred Stock.

The Preferred Stock will not have any voting rights except as required under Delaware law, but certain actions by the Company will require the consent of holders of a majority
of the Preferred Stock. In addition, the Preferred Stock will include certain covenants restricting, among other things, restricted payments, the incurrence of indebtedness,
acquisitions and investments.

For information regarding our business and asset acquisitions, seeNote 4, Asset Acquisitions, Asset Contributions, and Business Combinations, to our audited consolidated

financial statements included elsewhere in this Annual Report on Form 10-K. For information regarding our business disposal, see Note 2, Disposal of Business.

Competition
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The U.S. acquiring industry is highly competitive, with several large processors accounting for the majority of processing volume; when excluding banks, we ranked 5th among
U.S. merchant acquiring as of 2020, according to the 2020 Nilson Report issued in March 2021. When comparing top non-bank U.S. merchant acquirers by volume, FIS (which
now includes Worldpay) held the leadership position at the end of 2020 followed by Global Payments (which now includes TSYS), and Fiserv (which now includes First Data).

The concentration at the top of the industry partly reflects consolidation; however, we believe that consolidation has also resulted in many large processors having multiple,
inflexible legacy IT systems that are not well equipped to adjust to changing market requirements. We believe that the large merchant acquirers whose innovation has been
hindered by these redundant, legacy systems risk losing market share to acquirers with more agile and dynamic IT systems, such as Priority.

Pricing has historically been the key factor influencing the selection of a merchant acquirer. However, providers with more advanced tech-enabled services (primarily online
and integrated offerings) have an advantage over providers operating legacy technology and offering undifferentiated services that have come under pricing pressure from
higher levels of competition. High quality customer service further differentiates providers as this helps to reduce attrition. Other competitive factors that set acquirers apart
include price, partnerships with financial institutions, servicing capability, data security and functionality. Leading acquirers are expected to continue to add additional services
to expand cross-selling opportunities, primarily in omni-channel payment solutions, POS software, payments security, customer loyalty and other payments-related offerings.

The largest opportunity for acquirers to expand is within the small to medium-sized merchant market. According to the SMB Group, a markets insight firm for small and
medium-sized businesses, the majority of small and medium-sized businesses recognize the upside tech-enabled solutions provide to daily operations and long-term growth
potential. As small businesses increasingly demand integrated solutions tailored to specific business functions or industries merchant processors are adopting payment enabled
software offerings that combine payments with core business operating software. By subsisting within SMB's critical business software processors are able to improve economic
results through better merchant retention and often higher processing margins. Through our MX Merchant platform, we are well-positioned to capitalize on the trend towards
integrated solutions, new technology adoption and value added-service utilization in the SMB market.

Government Regulation and Payment Network Rules

We operate in an increasingly complex legal and regulatory environment. We are subject to a variety of federal, state and local laws and regulations and the rules and standards
of the payment networks that are utilized to provide our electronic payment services, as more fully described below.

Wall Street Reform and Consumer Protection Act (the "Dodd-Frank Act”)

The Dodd-Frank Act of 2010 resulted in significant structural and other changes to the regulation of the financial services industry. The Dodd-Frank Act directed the Board of
Governors of the Federal Reserve System (the "Federal Reserve Board") to regulate the debit interchange transaction fees that a card issuer or payment card network receives or
charges for an electronic debit transaction. Pursuant to the so-called "Durbin Amendment" to the Dodd-Frank Act, these fees must be "reasonable and proportional" to the cost
incurred by the card issuer in authorizing, clearing and settling the transaction. Pursuant to regulations promulgated by the Federal Reserve Board, debit interchange rates for
card issuers with assets of $10 billion or more are capped at $0.21 per transaction and an ad valorem component of 5 basis points to reflect a portion of the issuer's fraud losses
plus, for qualifying issuers, an additional $0.01 per transaction in debit interchange for fraud prevention costs. The cap on interchange fees has not had a material direct effect
on our results of operations.

In addition, the Dodd-Frank Act limits the ability of payment card networks to impose certain restrictions because it allows merchants to: (i) set minimum dollar amounts (not to
exceed $10) for the acceptance of a credit card (and allows federal governmental entities and institutions of higher education to set maximum amounts for the acceptance of
credit cards) and (ii) provide discounts or incentives to encourage consumers to pay with cash, checks, debit cards or credit cards.

The rules also contain prohibitions on network exclusivity and merchant routing restrictions that require a card issuer to enable at least two unaffiliated networks on each debit
card, prohibit card networks from entering into exclusivity arrangements and



restrict the ability of issuers or networks to mandate transaction routing requirements. The prohibition on network exclusivity has not significantly affected our ability to pass on
network fees and other costs to our customers, nor do we expect it to in the future.

The Dodd-Frank Act created the Consumer Financial Protection Bureau (“CFPB”), which has assumed responsibility for enforcing federal consumer protection laws, and the
FSOC, which was established to, among other things, identify risks to the stability of the United States financial system. The FSOC has the authority to require supervision and
regulation of nonbank financial companies that the FSOC determines pose a systemic risk to the United States financial system. Accordingly, we may be subject to additional
systemic risk-related oversight.

Payment Network Rules and Standards

As a merchant acquirer, we are subject to the rules of Visa, MasterCard, American Express, Discover and other payment networks. In order to provide services, several of our
subsidiaries are either registered as service providers for member institutions with MasterCard, Visa and other networks or are direct members of MasterCard, Visa and other
networks. Accordingly, we are subject to card association and network rules that could subject us to a variety of fines or penalties that may be levied by the card networks for
certain acts or omissions.

Banking Laws and Regulations

The Federal Financial Institutions Examination Council (the "FFIEC") is an interagency body comprised of federal bank and credit union regulators such as the Federal Reserve
Board, the Federal Deposit Insurance Corporation ("FDIC"), the National Credit Union Administration, the Office of the Comptroller of the Currency and the Bureau of
Consumer Financial Protection. The FFIEC examines large data processors in order to identify and mitigate risks associated with systemically significant service providers,
including specifically the risks they may pose to the banking industry.

We are considered by the Federal Financial Institutions Examination Council to be a technology service provider ("TSP") based on the services we provide to financial
institutions. As a TSP, we are subject to audits by an interagency group consisting of the Federal Reserve System, FDIC, and the Office of the Comptroller of the Currency.

Privacy and Information Security Laws

We provide services that may be subject to various state, federal and foreign privacy laws and regulations. These laws and regulations include the federal Gramm-Leach-Bliley
Act of 1999, which applies to a broad range of financial institutions and to companies that provide services to financial institutions in the United States, certain health care
technology laws, including HIPAA and the Health Information Technology for Economic and Clinical Act, and the California Consumer Protection Act ("CCPA"), which
establishes a new privacy framework for covered businesses by creating an expanded definition of personal information, establishing new data privacy rights for consumers in
the State of California, imposing special rules on the collection of consumer data from minors, and creating a new and potentially severe statutory damages framework for
violations of the CCPA and for businesses that fail to implement reasonable security procedures and practices to prevent data breaches. We are also subject to a variety of
foreign data protection and privacy laws, including, without limitation, Directive 95/46/EC, as implemented in each member state of the European Union and its successor, the
General Data Protection Regulation. Among other things, these foreign and domestic laws, and their implementing regulations, in certain cases restrict the collection,
processing, storage, use and disclosure of personal information, require notice to individuals of privacy practices, and provide individuals with certain rights to prevent use and
disclosure of protected information. These laws also impose requirements for safeguarding and removal or elimination of personal information.

Anti-Money Laundering and Counter-Terrorism Regulation

The United States federal anti-money laundering laws and regulations, including the Bank Secrecy Act of 1970, as amended by the USA PATRIOT Act of 2001 (collectively,
the "BSA"), and the "BSA" implementing regulations administered by FinCEN, a bureau of the United States Department of the Treasury, require, among other things, each
financial institution to: (1) develop and implement a risk-based anti-money laundering program; (2) file reports on large currency transactions; (3) file suspicious activity reports
if the financial institution believes a customer may be violating U.S. laws and regulations; and (4) maintain transaction records. Given that a number of our clients are financial
institutions that are directly subject to U.S. federal anti-



money laundering laws and regulations, we have developed an anti-money laundering compliance program to best assist our clients in meeting such legal and regulatory
requirements.

We are subject to certain economic and trade sanctions programs that are administered by OFAC of the United States Department of Treasury, which place prohibitions and
restrictions on all U.S. citizens and entities with respect to transactions by U.S. persons with specified countries and individuals and entities identified on OFAC's Specially
Designated Nationals list (for example, individuals and companies owned or controlled by, or acting for or on behalf of, countries subject to certain economic and trade
sanctions, as well as terrorists, terrorist organizations and narcotics traffickers identified by OFAC under programs that are not country specific). Similar anti-money laundering,
counter-terrorist financing and proceeds of crime laws apply to movements of currency and payments through electronic transactions and to dealings with persons specified on
lists maintained by organizations similar to OFAC in several other countries and which may impose specific data retention obligations or prohibitions on intermediaries in the
payment process. We have developed and continue to enhance compliance programs and policies to monitor and address such legal and regulatory requirements and
developments. We continue to enhance such programs and policies to ensure that our customers do not engage in prohibited transactions with designated countries, individuals
or entities.

Telephone Consumer Protection Act
We are subject to the Federal Telephone Consumer Protection Act and various state laws to the extent we place telephone calls and short message service ("SMS") messages to
clients and consumers. The Telephone Consumer Protection Act regulates certain telephone calls and SMS messages placed using automatic telephone dialing systems or

artificial or prerecorded voices.

Escheat Laws

We are subject to U.S. federal and state unclaimed or abandoned property state laws in the United States that requires us to transfer to certain government authorities the
unclaimed property of other that we hold when that property has been unclaimed for a certain period of time. Moreover, we are subject to audit by state and foreign regulatory
authorities with regard to our escheatment practices.

Other Regulation

The Housing Assistance Tax Act of 2008 requires certain merchant acquiring entities and third-party settlement organizations to provide information returns for each calendar
year with respect to payments made in settlement of electronic payment transactions and third-party payment network transactions occurring in that calendar year. Reportable
transactions are also subject to backup withholding requirements.

The foregoing is not an exhaustive list of the laws, rules and regulations to which we are subject to and the regulatory framework governing our business is changing
continuously.

Intellectual Property

We have developed a payments platform that includes many instances of proprietary software, code sets, workflows and algorithms. It is our practice to enter into
confidentiality, non-disclosure, and invention assignment agreements with our employees and contractors, and into confidentiality and non-disclosure agreements with other
third parties, to limit access to, and disclosure and use of, our confidential information and proprietary technology. In addition to these contractual measures, we also rely on a
combination of trademarks, copyrights, registered domain names, and patent rights to help protect the Priority brand and our other intellectual property.

Human Capital Management



As of December 31, 2020, we employed 479 employees, of which 472 were employed full-time. We have employees residing in 30 states across the country. None of our
employees are represented by a labor union or covered by a collective bargaining agreement.

Growth and Development

Our strategy to develop and retain the best talent includes an emphasis on employee training and development. We promote our core values of ownership, innovation,
camaraderie, service, authenticity and trust as an organization and offer awards to colleagues who exemplify these qualities. We require a mandatory online training curriculum
for our employees that includes annual anti-harassment and anti-discrimination training.

Well-being and Safety during COVID-19 Pandemic

The success of our business is connected to the well-being of our employees. Accordingly, we are committed to the health, safety and wellness of our employees. In response to
the COVID-19 pandemic, we implemented significant changes that we determined were in the best interest of our employees and the communities in which we operate. This
included enabling all of our employees to seamlessly shift to work from home. Over the past few years, we have made investments in our operating environments and
technology that support day-to-day execution by employees working from home which allowed for the smooth transition. Additional health and safety measures have been
implemented for employees who have elected to work within office locations.

Inclusion and Diversity

Our inclusion and diversity program focuses on our employees, workplace and community. We believe that our business is strengthened by a diverse workforce that reflects the
communities in which we operate. We believe all of our employees should be treated with respect and equality, regardless of gender, ethnicity, sexual orientation, gender
identity, religious beliefs, or other characteristics. As part of this goal, we launched a Diversity and Inclusion roundtable series for all employees to participate. Inclusion and
diversity remains a common thread in all of our human resource practices so that we can attract, develop, and retain the best talent for our workforce.

Availability of Filings

Our annual reports on Form 10-K, quarterly reports on Form 10-Q, current reports on Form 8-K and amendments to those reports filed or furnished pursuant to Section 13(a) or
15(d) of the Securities Exchange Act of 1934, as amended (the "Exchange Act"), are made available free of charge on our internet web site at www.prth.com, as soon as
reasonably practicable after we have electronically filed the material with, or furnished it to, the Securities and Exchange Commission (the "SEC"). The SEC maintains an
internet site that contains our reports, proxy and information statements and our other SEC filings. The address of that web site is https://www.sec.gov/. The contents of our
websites are not intended to be incorporated by reference into this Annual Report on Form 10-K or in any other report or document we file with the SEC, and any references to
our websites are intended to be inactive textual references only.



ITEM 1A. RISK FACTORS

An investment in our common stock and our financial results are subject to a number of risks. You should carefully consider the risks described below and all other information
contained in this Annual Report on Form 10-K and the documents incorporated by reference. Our business, prospects, financial condition or operating results could be harmed
by any of these risks, as well as other risks not currently known to us or that we currently consider immaterial. Additional risks and uncertainties, including those generally
affecting the industry in which we operate and risks that management currently deems immaterial, may arise or become material in the future and affect our business.

Risk Factors Related to Our Business
Our business has been and is likely to continue to be negatively affected by the recent COVID-19 outbreak.

The outbreak of COVID-19 in the United States, which was declared a pandemic by the World Health Organization on March 11, 2020, continues to adversely affect
commercial activity and has contributed to significant declines in economic activity. In particular, the COVID-19 pandemic has affected a number of operational factors,
including:

» merchant temporary closures and failures;

« continued and/or worsening unemployment which may negatively influence consumer spending;
« third-party disruptions, including potential outages at network providers, and other suppliers; and
« increased cyber and payment fraud risk.

These factors may remain prevalent for a significant period of time and may continue to adversely affect our business, results of operations and financial condition even after
the COVID-19 pandemic has subsided. The full effects of the COVID-19 pandemic on our business, results of operations, financial condition and cash flows will depend on
future developments, which are highly uncertain and difficult to predict at this time, including, but not limited to, the duration and spread of the pandemic, its severity, the
restrictive actions taken to contain the virus or treat its effects, its effects on our customers and how quickly and to what extent normal economic and operating conditions,
operations and demand for our services can resume. Accordingly, while the COVID-19 pandemic could have an adverse effect on our revenues and financial results for
reporting periods after 2020, the ultimate effects on our operations, financial condition and cash flows cannot be determined at this time.

Unauthorized disclosure of merchant or cardholder data, whether through breach of our comp sy computer viruses, or otherwise, could expose us to liability,
protracted and costly litigation and damage our reputation.

Our services include the processing, transmission and storing of sensitive business and personal information about our merchants, merchants’ customers, vendors, partners, and
other third parties. This information may include credit and debit card numbers, bank account numbers, personal identification numbers, names and addresses or other sensitive
business information. This information may also be stored by third parties to whom we outsource certain functions or other agents (“associated third parties”).We may have

responsibility to the card networks, financial institutions, and in some instances, our merchants, and/or ISOs, for our failure or the failure of our associated third parties to
protect this information. .

Information security risks for us and our competitors have substantially increased in recent years in part due to the proliferation of new technologies and the increased
sophistication, resources and activities of hackers, terrorists, activists, organized crime, and other external parties, including hostile nation-state actors. The techniques used to
obtain unauthorized access, disable or degrade service, sabotage systems or utilize payment systems in an effort to perpetrate financial fraud change frequently and are often
difficult to detect. Threats may derive from human error, fraud or malice on the part of employees or third parties, or may result from accidental technological failure. Computer
viruses can be distributed and spread rapidly over the internet and could infiltrate our systems or those of our associated third parties. Additionally, denial of service or other
attacks could be launched against us for a variety of purposes, including interfering with our services or to create a diversion for other malicious activities. Our defensive
measures may not prevent down-time, unauthorized access or use of sensitive data. While we maintain insurance coverage that will cover certain aspects of cyber risks, such

insurance coverage may be insufficient to cover all losses. Furthermore, we do not control the actions of our third-party partners and customers in their systems. These third
parties may experience security breaches and any future problems experienced by these third parties, including those resulting



from cyber attacks or other breakdowns or disruptions in services, could adversely affect our ability to conduct our business or expose us to liability.Further, our agreements
with our bank sponsors and our third-party payment processors (as well as payment network requirements) require us to take certain protective measures to ensure the
confidentiality of merchant and consumer data. Any such actions, attacks or failure to adequately comply with these protective measures could hurt our reputation, force us to
incur significant expenses in remediating the resulting impacts, expose us to uninsured liability, result in the loss of our bank sponsors or our ability to participate in the payment
networks, or subject us to fees, penalties, sanctions, litigation or termination of our bank sponsor agreements or our third-party payment processor agreements.

As a result of information security risks, we must continuously develop and enhance our controls, processes, and practices designed to protect our computer systems, software,
data and networks from attack, damage, or unauthorized access. This continuous development and enhancement will require us to expend additional resources, including to
investigate and remediate significant information security vulnerabilities detected. Despite our investments in security measures, we are unable to assure that any security
measures will not be subject to system or human error.

Our systems or our third-party providers’ systems may fail, which could interrupt our service, cause us to lose business, increase our costs and expose us to liability.

We depend on the efficient and uninterrupted operation of our computer systems, software, data centers and telecommunications networks, as well as the systems and services
of third parties. A system outage or data loss could have a material adverse effect on our business, financial condition, results of operations and cash flows. Not only could we
suffer damage to our reputation in the event of a system outage or data loss, but we may also be liable to third parties. Many of our contractual agreements with financial
institutions and certain other customers require the payment of penalties if we do not meet certain operating standards. Our systems and operations or those of our third-party
providers could be exposed to damage or interruption from, among other things, fire, natural disaster, power loss, or telecommunications failure.

The payment processing industry is highly competitive and such competition is likely to increase, which may adversely influence the prices we can charge to merchants for
our services and the compensation we must pay to our distribution partners, and as a result, our profit margins.

The payment processing industry is highly competitive. We primarily compete in the small to medium-size ("SMB") merchant industry. We compete with, financial institutions
and their affiliates, independent payment processing companies, and ISOs. We also compete with many of these same entities for production through distribution partners.
Many of our distribution partners are not exclusive to us but also have relationships with our competitors, such that we have to continually expend resources to maintain those
relationships. Our growth will depend on the continued growth of payments with credit, debit and prepaid cards ("Electronic Payments"), particularly Electronic Payments to
SMB merchants, and our ability to increase our market share through successful competitive efforts to gain new merchants and distribution partners.

Additionally, many financial institutions and their subsidiaries or well-established payment-enabled technology providers with which we compete, have substantially greater
capital, technological, management and marketing resources than we have. These factors may allow our competitors to offer better pricing terms to merchants and more
attractive compensation to distribution partners, which could result in a loss of our potential or current merchants and distribution partners. Our current and future competitors
may also develop or offer services that have price or other advantages over the services we provide.

We also face new, well capitalized, competition from emerging technology and non-traditional payment processing companies as well as traditional companies offering
alternative electronic payments services and payment enabled software solutions. If these new entrants gain a greater share of total electronic payments transactions, they could
impact our ability to retain and grow our relationships with merchants and distribution partners. Acquirers may be susceptible to the adoption by the broader merchant
community of payment enabled software versus terminal based payments.

Increased merchant, referral partner or ISO attrition could cause our financial results to decline.
We experience attrition in merchant credit and debit card processing volume resulting from several factors, including business closures, transfers of merchant accounts to our

competitors, unsuccessful contract renewal negotiations and account closures that we initiate for various reasons such as heightened credit risks or contract breaches by
merchants. Our referral partners are



a significant source of new business. If a referral partner or an ISO switches to another processor, terminates our services, internalizes payment processing that we perform,
merges with or is acquired by one of our competitors, or shuts down or becomes insolvent, we may no longer receive new merchant referrals from such referral partner, and we
risk losing existing merchants that were originally enrolled by the referral partner or ISO. We cannot predict the level of attrition in the future and it could increase. Higher than
expected attrition could negatively affect our results, which could have a material adverse effect on our business, financial condition, results of operations and cash flows.

Changes in card association and debit network fees or products could increase costs or otherwise limit our operations.

From time to time, card associations and debit networks increase the organization and/or processing fees (known as interchange fees) that they charge. It is possible that
competitive pressures will result in us absorbing a portion of such increases in the future, which would increase our operating costs, reduce our profit margin, and adversely
affect our business, operating results, and financial condition. In addition, the various card associations and networks prescribe certain capital requirements. Any increase in the
capital level required would further limit our use of capital for other purposes.

Changes in payment network rules or standards could adversely affect our business, financial condition and results of operations.

Payment network rules are established and changed from time to time by each payment network as they may determine in their sole discretion and with or without advance
notice to their participants. The timelines imposed by the payment networks for expected compliance with new rules have historically been, and may continue to be, highly
compressed, requiring us to quickly implement changes to our systems which increases the risk of non-compliance with new standards. In addition, the payment networks could
make changes to interchange or other elements of the pricing structure of the merchant acquiring industry that would have a negative impact on our results of operations.

In order to remain competitive and to continue to increase our revenues and earnings, we must continually update our products and services, a process which could result
in increased costs and the loss of revenues, earnings, merchants and distribution partners if the new products and services do not perform as intended or are not accepted in
the marketplace.

The electronic payments industry in which we compete is subject to rapid technological changes and is characterized by new technology, product and service introductions,
evolving industry standards, changing merchant needs and the entrance of non-traditional competitors. We are subject to the risk that our existing products and services become
obsolete, and that we are unable to develop new products and services in response to industry demands. Our future success will depend in part on our ability to develop or adapt
to technological changes and the evolving needs of our resellers, merchants and the industry at large. In addition, new products and offerings may not perform as intended or
generate the business or revenue growth expected. Defects in our software and errors or delays in our processing of electronic transactions could result in additional
development costs, diversion of technical and other resources from our other development efforts, loss of credibility with current or potential distribution partners and
merchants, harm to our reputation, fines imposed by card networks, or exposure to liability claims. Any delay in the delivery of new products or services or the failure to
differentiate our products and services could render them less desirable, or possibly even obsolete, to our merchants. Additionally, the market for alternative payment processing
products and services is evolving, and we may develop too rapidly or not rapidly enough for us to recover the costs we have incurred in developing new products and services.

Acquisitions create certain risks and may adversely affect our business, financial condition, or results of operations.

We have actively acquired businesses and expect to continue to make acquisitions of businesses and assets in the future. The acquisition and integration of businesses and assets
involve a number of risks. These risks include valuation (negotiating a fair price for the business and assets), integration (managing the process of integrating the acquired
business’ people, products, technology, and other assets to realize the projected value and synergies), regulatory (obtaining any applicable regulatory or other government
approvals), and due diligence (identifying risks to the prospects of the business, including undisclosed or unknown liabilities or restrictions). There can be no assurances that we
will be able to complete suitable acquisitions for a variety of reasons, including the identification of and competition for acquisition targets, the need for regulatory approvals,
the
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inability of the parties to agree to the structure or purchase price of the transaction and our inability to finance the transaction on commercially acceptable terms. In addition, any
potential acquisition can subject us to a variety of other risks:

* If we are unable to successfully integrate the benefits plans, duties and responsibilities, and other factors of interest to management of employees of the acquired
business, we could lose employees to our competitors in the region, which could significantly affect our ability to operate the business and complete the integration;

¢ Ifthe integration process causes any delays with the delivery of our services, or the quality of those services, we could lose customers to our competitors;

. Any acquisition may otherwise cause disruption to the acquired company’s business and operations and relationships with financial institution sponsors, customers,
merchants, employees and other partners;

*  Any acquisition and the related integration could divert the attention of our management from other strategic matters including possible acquisitions and alliances and
planning for new product development or expansion into new markets for payments technology and software solutions; and

*  The costs related to the integration of an acquired company’s business and operations into ours may be greater than anticipated.

We are subject to economic and political risk, the business cycles of our merchants and distribution partners and the overall level of consumer and commercial spending,
which could negatively impact our business, financial condition and results of operations.

The electronic payments industry depends heavily on the overall level of consumer, commercial and government spending. We are exposed to general economic conditions that
affect consumer confidence, consumer spending, consumer discretionary income and changes in consumer purchasing habits. A sustained deterioration in general economic
conditions or increases in interest rates could adversely affect our financial performance by reducing the number or aggregate dollar volume of transactions made using
electronic payments. If our merchants make fewer sales of their products and services using electronic payments, or consumers spend less money through electronic payments,
we will have fewer transactions to process at lower dollar amounts, resulting in lower revenue. In addition, a weakening in the economy could force merchants to close at higher
than historical rates, resulting in exposure to potential losses and a decline in the number of transactions that we process. We also have material fixed and semi-fixed costs,
including rent, debt service, contractual minimums and salaries, which could limit our ability to quickly adjust costs and respond to changes in our business and the economy.

Global economic, political and market conditions affecting the U.S. markets may adversely affect our business, results of operations and financial condition, including our
revenue growth and profitability.

Worldwide financial market conditions, as well as various social and political tensions in the United States and around the world, may contribute to increased market volatility,
may have long-term effects on the United States and may cause economic uncertainties or deterioration in the United States. The U.S. markets experienced extreme volatility
and disruption during the economic downturn that began in mid-2007, and the U.S. economy was in a recession for several consecutive calendar quarters during the same
period. In addition, the fiscal and monetary policies of foreign nations, such as Russia and China, may have a severe impact on U.S. financial markets.

Any new legislation that may be adopted in the United States could significantly affect the regulation of U.S. financial markets. Areas subject to potential change, amendment
or repeal include the Dodd-Frank Act and the authority of the Federal Reserve Board and the Financial Stability Oversight Council. The United States may also potentially
withdraw from or renegotiate various trade agreements and take other actions that would change current trade policies of the United States. We cannot predict which, if any, of
these actions will be taken or, if taken, their effect on the financial stability of the United States. Such actions could have a significant adverse effect on our business, financial
condition and results of operations, particularly in view of the regulatory oversight we presently face. We cannot predict the effects of these or similar events in the future on the
U.s.
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economy in general, or specifically on our business model or growth strategy, which typically involves the use of debt financing. To the extent a downturn in the U.S. economy
impacts our merchant accounts, regulatory changes increase the burden we face in operating our business, or disruptions in the credit markets prevent us from using debt to
finance future acquisitions, our financial condition and results of operations may be materially and adversely impacted.

We rely on financial institutions and other service and technology providers. If they fail or discontinue providing their services or technology generally or to us specifically,
our ability to provide services to merchants may be interrupted, and, as a result, our business, financial condition and results of operations could be adversely impacted.

We rely on various financial institutions to provide clearing services in connection with our settlement activities.If such financial institutions should stop providing clearing

services, we must find other financial institutions to provide those services. If we are unable to find a replacement financial institution, we may no longer be able to provide
processing services to certain customers, which could negatively affect our revenues, earnings and cash flows.

We also rely on third parties to provide or supplement bankcard processing services and for infrastructure hosting services. We also rely on third parties for specific software
and hardware used in providing our products and services. The termination by our service or technology providers of their arrangements with us or their failure to perform their
services efficiently and effectively may adversely affect our relationships with our merchants and, if we cannot find alternate providers quickly, may cause those merchants to
terminate their relationship with us.

We also rely in part on third parties for the development and access to new technologies, or updates to existing products and services for which third parties provide ongoing

support, which increases the cost associated with new and existing product and service offerings. Failure by these third-party providers to devote an appropriate level of
attention to our products and services could result in delays in introducing new products or services, or delays in resolving any issues with existing products or services for which
third-party providers provide ongoing support.

Fraud by merchants or others could cause us to incur losses.

We have potential liability for fraudulent electronic payment transactions or credits initiated by merchants or others. Examples of merchant fraud include when a merchant or
other party knowingly uses a stolen or counterfeit credit or debit card, card number, or other credentials to record a false sales or credit transaction, processes an invalid card, or
intentionally fails to deliver the merchandise or services sold in an otherwise valid transaction. Criminals are using increasingly sophisticated methods to engage in illegal
activities such as counterfeiting and fraud. Failure to effectively manage risk and prevent fraud could increase in the future. Increases in chargebacks or other liabilities could
have a material adverse effect on our financial condition, results of operations and cash flows.

We incur liability when our merchants refuse or cannot reimburse us for chargebacks resolved in favor of their customers.

We have potential liability for chargebacks associated with the transactions we process. If a billing dispute between a merchant and a cardholder is not ultimately resolved in
favor of the merchant, the disputed transaction is "charged back" to the merchant's bank and credited or otherwise refunded to the cardholder. The risk of chargebacks is
typically greater with those merchants that promise future delivery of goods and services rather than delivering goods or rendering services at the time of payment. If we or our
bank sponsors are unable to collect the chargeback from the merchant's account or reserve account (if applicable), or if the merchant refuses or is financially unable (due to
bankruptcy or other reasons) to reimburse the merchant's bank for the chargeback, we may bear the loss for the amount of the refund paid to the cardholder. Any increase in
chargebacks not paid by our merchants could increase our costs and decrease our revenues. We have policies to manage merchant-related credit risk and often mitigate such
risk by requiring collateral and monitoring transaction activity. Notwithstanding our programs and policies for managing credit risk, it is possible that a default on such
obligations by one or more of our merchants could have a material adverse effect on our business.

If we fail to comply with the applicable requirements of the card networks, they could seek to fine us, suspend us or terminate our registrations for membership. If we incur
fines or penalties for which our merchants or ISOs are responsible that we cannot collect, we may have to bear the cost of such fines or penalties.
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We are subject to card association and network rules that could subject us to a variety of fines or penalties that may be levied by the card networks for certain acts or omissions.
The rules of the card networks are set by the card networks themselves and may be influenced by card issuers, some of which are our competitors with respect to processing
services. Many banks directly or indirectly sell processing services to merchants in direct competition with us. These banks could attempt, by virtue of their influence on the
networks, to alter the networks’ rules or policies to the detriment of non-members, including us. The termination of our registrations or our membership status as a service
provider or merchant processor, or any changes in a card association or other network rules or standards, including interpretation and implementation of the rules or standards,
that increase the cost of doing business or limit our ability to provide transaction processing services to our customers, could have a material adverse effect on our business,
financial condition, results of operations and cash flows. If a merchant or an ISO fails to comply with the applicable requirements of the card associations and networks, we or
the merchant or ISO could be subject to a variety of fines or penalties that may be levied by the card associations or networks. If we cannot collect or pursue collection of such
amounts from the applicable merchant or ISO, we may have to bear the cost of such fines or penalties, resulting in lower earnings for us. The termination of our registration, or
any changes in the Visa or Mastercard rules that would impair our registration, could require us to stop providing Visa and Mastercard payment processing services, which
would make it impossible for us to conduct our business on its current scale.

The loss of, for example, key personnel or of our ability to attract, recruit, retain and develop qualified employees could adversely affect our business, financial condition
and results of operations.

Our success depends upon the continued services of our senior management and other key personnel who have substantial experience in the electronic payments industry and
the markets in which we offer our services. In addition, our success depends in large part upon the reputation within the industry of our senior managers who have developed
relationships with our distribution partners, payment networks and other payment processing and service providers. Further, in order for us to continue to successfully compete
and grow, we must attract, recruit, develop and retain personnel who will provide us with expertise across the entire spectrum of our intellectual capital needs. Our success is
also dependent on the skill and experience of our sales force, which we must continuously work to maintain. While we have many key personnel who have substantial
experience with our operations, we must also develop our personnel to provide succession plans capable of maintaining the continuity of our operations. The market for
qualified personnel is competitive, and we may not succeed in recruiting additional personnel or may fail to effectively replace current personnel who depart with qualified or
effective successors.

Legal, Regulatory Compliance and Tax Risks
Legal proceedings could have a material adverse effect on our business, financial condition or results of operations.

In the ordinary course of business, we may become involved in various litigation matters, including but not limited to commercial disputes and employee claims, and from time
to time may be involved in governmental or regulatory investigations or similar matters arising out of our current or future business. Any claims asserted against us, regardless
of merit or eventual outcome, could harm our reputation and have an adverse impact on our relationship with our merchants, distribution partners and other third parties and
could lead to additional related claims. Certain claims may seek injunctive relief, which could disrupt the ordinary conduct of our business and operations or increase our cost of
doing business. Our insurance or indemnities may not cover all claims that may be asserted against us, and any claims asserted against it, regardless of merit or eventual
outcome, may harm our reputation and cause us to expend resources in our defense. Furthermore, there is no guarantee that we will be successful in defending ourselves in
future litigation. Should the ultimate judgments or settlements in any pending litigation or future litigation or investigation significantly exceed our insurance coverage, they
could have a material adverse effect on our business, financial condition and results of operations.

We are subject to extensive government regulation, and any new laws and regulations, industry standards or revisions made to existing laws, regulations or industry
standards affecting the electronic payments industry may have an unfavorable impact on our business, financial condition and results of operations.

Our business is affected by laws and regulations and examinations that affect us and our industries., Regulation and proposed regulation of the payments industry has increased
significantly in recent years. Failure to comply with regulations or guidelines may result in the suspension or revocation of a license or registration, the limitation, suspension or
termination of service, and
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the imposition of civil and criminal penalties, including fines, or may cause customers or potential customers to be reluctant to do business with us, any of which could have an
adverse effect on our financial condition.

Interchange fees are subject to intense legal, regulatory, and legislative scrutiny. In particular, the Dodd-Frank Act limits the amount of debit card fees charged by certain
issuers, allowing merchants to set minimum dollar amounts for the acceptance of credit cards and allowing merchants to offer discounts or other incentives for different
payment methods. These types of restrictions could negatively affect the number of debit transactions, which would adversely affect our business. The Dodd-Frank Act also
created the CFPB, which has assumed responsibility for enforcing federal consumer protection laws, and the FSOC, which has the authority to determine whether any non-bank
financial company, which may include us within the definitional scope, should be supervised by the Federal Reserve because it is systemically important to the United States
financial system. Any such designation would result in increased regulatory burdens on our business, which increases our risk profile and may have an adverse impact on our
business, financial condition and results of operations.

We and many of our merchants may be subject to Section 5 of the Federal Trade Commission Act prohibiting unfair or deceptive acts or practices. That statement and other
laws, rules and or regulations, including the Telemarketing Sales Act, may directly impact the activities of certain of our merchants and, in some cases, may subject us, as the
merchant's electronic processor or provider of certain services, to investigations, fees, fines and disgorgement of funds if we were deemed to have improperly aided and abetted
or otherwise provided the means and instrumentalities to facilitate the illegal or improper activities of the merchant through our services. Various federal and state regulatory
enforcement agencies, including the Federal Trade Commission and state attorneys general, have authority to take action against non-banks that engage in unfair or deceptive
practices or violate other laws, rules and regulations and to the extent we are processing payments or providing services for a merchant that may be in violation of laws, rules
and regulations, we may be subject to enforcement actions and as a result may incur losses and liabilities that may impact our business.

Our business may also be subject to the Fair Credit Reporting Act (the "FCRA"), which regulates the use and reporting of consumer credit information and also imposes
disclosure requirements on entities that take adverse action based on information obtained from credit reporting agencies. We could be liable if our practices under the FCRA
are not in compliance with the FCRA or regulations under it.

Separately, the Housing Assistance Tax Act of 2008 included an amendment to the Internal Revenue Code that requires the filing of yearly information returns by payment
processing entities and third-party settlement organizations with respect to payments made in settlement of electronic payment transactions and third-party payment network
transactions occurring in that calendar year. Transactions that are reportable pursuant to these rules are subject to backup withholding requirements. We could be liable for
penalties if our information returns do not comply with these regulations.

These and other laws and regulations, even if not directed at us, may require us to make significant efforts to change our products and services and may require that we incur
additional compliance costs and change how we price our services to merchants. Implementing new compliance efforts may be difficult because of the complexity of new
regulatory requirements and may cause us to devote significant resources to ensure compliance. Furthermore, regulatory actions may cause changes in business practices by us
and other industry participants which could affect how we market, price and distribute our products and services, which could limit our ability to grow, reduce our revenues, or
increase our costs. In addition, even an inadvertent failure to comply with laws and regulations, as well as rapidly evolving social expectations of corporate fairness, could
damage our business or our reputation.

We may not be able to successfully manage our intellectual property and may be subject to infringement claims.

We rely on a combination of contractual rights and copyright, trademark, patent and trade secret laws to establish and protect our proprietary technology. Third parties may
challenge, circumvent, infringe or misappropriate our intellectual property, or such intellectual property may not be sufficient to permit us to take advantage of current market
trends or otherwise to provide competitive advantages, which could result in costly redesign efforts, discontinuance of service offerings or other competitive harm. Others,
including our competitors, may independently develop similar technology, duplicate our services or design around our intellectual property and, in such cases, we could not
assert our intellectual property rights against such parties. Further, our contractual arrangements may not effectively prevent disclosure of our confidential information or
provide an adequate remedy in the event of unauthorized disclosure of our confidential information. We may have to litigate to enforce or
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determine the scope and enforceability of our intellectual property rights and know-how, which is expensive, could cause a diversion of resources and may not prove successful.
Also, because of the rapid pace of technological change in our industry, aspects of our business and our services rely on technologies developed or licensed by third parties, and
we may not be able to obtain or continue to obtain licenses and technologies from these third parties on reasonable terms or at all. The loss of intellectual property protection or
the inability to license or otherwise use third-party intellectual property could harm our business and ability to compete.

We may also be subject to costly litigation if our services and technology are alleged to infringe upon or otherwise violate a third-party's proprietary rights. Third parties may
have, or may eventually be issued, patents that could be infringed by our products, services or technology. Any of these third parties could make a claim of infringement against
us with respect to our products, services or technology. We may also be subject to claims by third parties for patent, copyright or trademark infringement, breach of license or
violation of other third-party intellectual property rights. Any claim from third parties may result in a limitation on our ability to use the intellectual property subject to these
claims. Additionally, in recent years, individuals and groups have been purchasing intellectual property assets for the sole purpose of making claims of infringement or other
violations and attempting to extract settlements from companies like ours. Even if we believe that intellectual property related claims are without merit, defending against such
claims is time consuming and expensive and could result in the diversion of the time and attention of our management and employees. Claims of intellectual property
infringement or violation also might require us to redesign affected products or services, enter into costly settlement or license agreements, pay costly damage awards, or face a
temporary or permanent injunction prohibiting us from marketing or selling certain of our products or services. Even if we have an agreement for indemnification against such
costs, the indemnifying party, if any in such circumstances, may be unable to uphold our contractual obligations. If we cannot or do not license the infringed technology on
reasonable terms or substitute similar technology from another source, our revenue and earnings could be adversely impacted.

Changes in tax laws and regulations could adversely affect our results of operations and cash flows from operations.

Changes in tax laws in our significant tax jurisdictions could materially increase the amount of taxes we owe, thereby negatively impacting our results of operations as well as
our cash flows from operations. For example, restrictions on the deductibility of interest expense in a U.S. jurisdiction without a corresponding reduction in statutory tax rates
could negatively impact our effective tax rate, financial position, results of operations, and cash flows in the period that such a change occurs and future periods.

Our risk management policies and procedures may not be fully effective in mitigating our risk exposure in all market environments or against all types of risks.

We operate in a rapidly changing industry. Accordingly, our risk management policies and procedures may not be fully effective to identify, monitor, manage and remediate
our risks. Some of our risk evaluation methods depend upon information provided by others and public information regarding markets, merchants or other matters that are
otherwise inaccessible by us. In some cases, that information may not be accurate, complete or up-to-date. Additionally, our risk detection system is subject to a high degree of
"false positive" risks being detected, which makes it difficult for us to identify real risks in a timely manner. If our policies and procedures are not fully effective or we are not
always successful in capturing all risks to which we are or may be exposed, we may suffer harm to our reputation or be subject to litigation or regulatory actions that materially
increase our costs and subject us to reputational damage that could limit our ability to grow and cause us to lose existing merchant clients.

Risk Related to Our Capital Structure

We face risks related to our sub o1 indebtedness.

We have a substantial amount of indebtedness and may incur other debt in the future. Our level of debt and the covenant to which we agreed could have negative consequences
on us, including, among other things, (1) requiring us to dedicate a large portion of our cash flow from operations to servicing and repayment of the debt; (2) limiting funds
available for strategic initiatives and opportunities, working capital and other general corporate needs and (3) limiting our ability to incur certain kinds or amounts of additional
indebtedness, which could restrict our ability to react to changes in our business, our industry and economic conditions.
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Substantially all of our indebtedness is floating rate debt. As a result, an increase in interest rates generally, such as those we have recently experienced, would adversely affect
our profitability. We may enter into pay-fixed interest rate swaps to limit our exposure to changes in floating interest rates. Such instruments may result in economic losses
should interest rates decline to a point lower than our fixed rate commitments. We would be exposed to credit-related losses, which could impact the results of operations in the
event of fluctuations in the fair value of the interest rate swaps due to a change in the credit worthiness or non-performance by the counterparties to the interest rate swaps.

The credit agreements governing our existing credit facilities and any other debt instruments we may issue in the future will contain restrictive covenants that may impair
our ability to conduct business.

The credit agreements governing our existing credit facilities contain operating covenants and financial covenants that may limit management's discretion with respect to certain
business matters. In addition, any debt instruments we may issue in the future will likely contain similar operating and financial covenants restricting our business. Among other
things, these covenants will restrict our ability to:

*  pay dividends, or redeem or purchase equity interests;
*  incur additional debt;

e incur liens;

»  change the nature of our business;

*  engage in transactions with affiliates;

« sell or otherwise dispose of assets;

* make acquisitions or other investments; and

* merge or consolidate with other entities.

In addition, the credit agreements governing our Senior Credit Facilities contain a total net leverage ratio financial covenant.See Item 7, “Management’s Discussion and
Analysis of Financial Condition and Results of Operations.” A breach of any of these covenants (or any other covenant in the documents governing our Senior Credit
Agreement) could result in a default or event of default under our Senior Credit Agreement. If an event of default occurred, the applicable lenders or agents could elect to
terminate borrowing commitments and declare all borrowings and loans outstanding thereunder, together with accrued and unpaid interest and any fees and other obligations, to
be immediately due and payable. In addition, or in the alternative, the applicable lenders or agents could exercise their rights under the security documents entered into in
connection with our Senior Credit Agreement. Any acceleration of amounts due under the Senior Credit Agreement would likely have a material adverse effect on us.

Because we have no current plans to pay cash dividends on our common stock for the foreseeable future, you may not receive any return on investment unless you sell
your common stock for a price greater than that which you paid for it.

We intend to retain future earnings, if any, for future operations, expansion, and debt repayment and have no current plans to pay any cash dividends for the foreseeable future.
The declaration, amount, and payment of any future dividends on shares of common stock will be at the sole discretion of our board of directors. Our board of directors may
take into account general and economic conditions, our financial condition, and results of operations, our available cash and current and anticipated cash needs, capital
requirements, contractual, legal, tax, and regulatory restrictions, implications on the payment of dividends by us to our stockholders or by our subsidiaries to us, and such other
factors as our board of directors may deem relevant. In addition, our ability to pay dividends is limited by covenants of our existing and outstanding indebtedness and may be
limited by covenants of any future indebtedness we or our subsidiaries incur. As a result, you may not receive any return on an investment in our common stock unless you sell
our common stock for a price greater than that which you paid for it.

Mr. Thomas Priore, our President, Chief Executive Officer and Chairman, controls the Company, and his interests may conflict with ours or yours in the future.
Thomas Priore and his affiliates have the ability to elect all of the members of our board of directors and thereby control our policies and operations, including the appointment

of management, future issuances of our common stock or other securities, the payment of dividends, if any, on our common stock, the incurrence or modification of debt by us,
amendments to our
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Amended and Restated Certificate of Incorporation and our Amended and Restated Bylaws, and the entering into of extraordinary transactions, and their interests may not in all
cases be aligned with your interests. In addition, Thomas Priore may have an interest in pursuing acquisitions, divestitures, and other transactions that, in his judgment, could
enhance his investment, even though such transactions might involve risks to you. For example, he could cause us to make acquisitions that increase our indebtedness or cause
us to sell revenue-generating assets. Additionally, in certain circumstances, acquisitions of debt at a discount by purchasers that are related to a debtor can give rise to
cancellation of indebtedness income to such debtor for U.S. federal income tax purposes.

Our Amended and Restated Certificate of Incorporation provides that neither he nor any of his affiliates, or any director who is not employed by us (including any non-
employee director who serves as one of our officers in both his director and officer capacities) will have any duty to refrain from engaging, directly or indirectly, in the same
business activities or similar business activities or lines of business in which we operate. So long as Thomas Priore continues to own a significant amount of our combined
voting power, even if such amount is less than 50%, he will continue to be able to strongly influence or effectively control our decisions. Furthermore, so long as Thomas Priore
and his respective affiliates collectively own at least 50% of all outstanding shares of our common stock entitled to vote generally in the election of directors, they will be able
to appoint individuals to our board of directors. In addition, given his level of control, Thomas Priore will be able to determine the outcome of all matters requiring stockholder
approval and will be able to cause or prevent a change of control of the Company or a change in the composition of our board of directors and could preclude any unsolicited
acquisition of the Company. The concentration of ownership could deprive you of an opportunity to receive a premium for your shares of common stock as part of a sale of the
Company and ultimately might affect the market price of our common stock.

We may redeem your unexpired warrants prior to their exercise at a time that is disadvantageous to you, thereby making your warrants worthless.

We have the ability to redeem outstanding warrants (the "Warrants") at any time after they become exercisable and prior to their expiration, at $0.01 per warrant, if the last
reported sales price (or the closing bid price of our common stock in the event the common stock is not traded on any specific trading day) of the common stock equals or
exceeds $16.00 per share for any 20 trading days within a 30-trading day period ending on the third business day prior to the date we send proper notice of such redemption,
provided that on the date we give notice of redemption and during the entire period thereafter until the time we redeem the Warrants, we have an effective registration statement
under the Securities Act covering the common stock issuable upon exercise of the Warrants and a current prospectus relating to them is available or cashless exercise is exempt
from the registration requirements under the Securities Act. If and when the Warrants become redeemable by us, we may exercise our redemption right even if we are unable to
register or qualify the underlying securities for sale under all applicable state securities laws. Redemption of the outstanding Warrants could force a warrant holder: (i) to
exercise Warrants and pay the exercise price therefore at a time when it may be disadvantageous for you to do so, (ii) to sell Warrants at the then-current market price when you
might otherwise wish to hold your Warrants or (iii) to accept the nominal redemption price which, at the time the outstanding Warrants are called for redemption, may be
substantially less than the market value of your Warrants.

The liquidity of the Warrants may be limited.
There is a limited trading market for our Warrants, which might adversely affect the liquidity, market price and price volatility of the Warrants. In addition, our publicly-traded
Warrants have been removed from quotation on The Nasdaq Global Market. As a result, investors in our Warrants may find it more difficult to dispose of or obtain accurate

quotations as to the market value of our Warrants, and the ability of our stockholders to sell our Warrants in the secondary market has been materially limited.

Financial Risks

Changes in the method for determining the London Interbank Offered Rate ("LIBOR") and the potential replacement of the LIBOR benchmark interest rate could
adversely affect our business, financial condition, results of operations and cash flows.

The majority of our current indebtedness bears interest at a variable rate based on LIBOR, and we may incur additional indebtedness based on LIBOR. In July 2017, the United
Kingdom’s Financial Conduct Authority ("FCA"), a regulator of
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financial services firms and financial markets in the United Kingdom, stated that they will plan for a phase out of regulatory oversight of LIBOR interest rates indices. The FCA
has indicated they will support the LIBOR indices through 2021, to allow for an orderly transition to an alternative reference rate. The ICE Benchmark Administration Limited
recently announced that it will consult on its intention to extend the publication of most tenors LIBOR to June 30, 2023. The Alternative Reference Rates Committee has
proposed the Secured Overnight Financing Rate ("SOFR") as its recommended alternative to LIBOR, and the Federal Reserve Bank of New York began publishing SOFR rates
in April 2018. SOFR is intended to be a broad measure of the cost of borrowing cash overnight collateralized by U.S. Treasury securities. At this time, it is not possible to
predict when LIBOR will be replaced as the reference rate in the agreements governing the Company’s indebtedness or the effect any discontinuance, modification or other
reforms to LIBOR, or the establishment of alternative reference rates such as SOFR, or any other reference rate, will have on the Company. If LIBOR ceases to exist or the
methods of calculating LIBOR change from their current form, however, the Company’s borrowing costs may be adversely affected.
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ITEM 1B. UNRESOLVED STAFF COMMENTS

N/A

ITEM 2. PROPERTIES
We maintain several offices across the United States, all of which we lease.
Our key office locations include:

»  corporate headquarters in Alpharetta, Georgia;
*  administrative office in Hicksville, NY; and
e administrative office in New York, NY.

We lease several small facilities for sales and operations. Our current facilities meet the needs of our employee base and can accommodate our currently contemplated growth.

ITEM 3. LEGAL PROCEEDINGS

We are involved in certain other legal proceedings and claims, which arise in the ordinary course of business. In the opinion of the Company, based on consultations with inside
and outside counsel, the results of any of these ordinary course matters, individually and in the aggregate, are not expected to have a material effect on our results of operations,
financial condition, or cash flows. As more information becomes available and we determine that an unfavorable outcome is probable on a claim and that the amount of
probable loss that we will incur on that claim is reasonably estimable, we will record an accrued expense for the claim in question. If and when we record such an accrual, it
could be material and could adversely impact our results of operations, financial condition, and cash flows.

ITEM 4. MINE SAFETY DISCLOSURES

N/A
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PART II.

ITEM 5. MARKET FOR REGISTRANT'S COMMON EQUITY, RELATED STOCKHOLDER MATTERS AND ISSUER PURCHASES OF EQUITY
SECURITIES

Market Information

Prior to the consummation of the Business Combination on July 25, 2018, MI Acquisitions' common stock, warrants and units were each listed on The Nasdaq Capital Market
under the symbol "MACQ," "MACQW" and "MACQU," respectively. Upon the consummation of the Business Combination and the change of the Company's name to Priority
Technology Holdings, Inc., our common stock commenced trading on The Nasdaq Global Market under the symbol "PRTH" and our warrants and units commenced trading
under the symbols "PRTHW" and "PRTHU," respectively. As of March 6, 2019, our warrants and units were delisted from trading on The Nasdaq Global Market. Following
their delisting, our warrants and units became available to be quoted in the over-the-counter market under the symbols "PRTHW" and "PRTHU," respectively.

Holders

As of March 24, 2021, we had 32 holders of record of our common stock. This figure does not include the number of persons whose securities are held in nominee or "street"

name accounts through brokers. With the exception of one holder, all of our outstanding warrants and units were held in nominee or "street" name accounts through brokers.

Dividends

We have never declared or paid, and do not anticipate declaring or paying in the foreseeable future, any cash dividends on our common stock.

Recent Sales of Unregistered Securities

None.

Purchases of Equity Securities by the Issuer and Affiliated Purchasers

None.
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ITEM 6. SELECTED FINANCIAL DATA

The following table sets forth selected historical financial information derived from our audited consolidated financial statements included elsewhere in this Annual Report on
Form 10-K. You should read the following selected financial data in conjunction with the sections entitled "Item 7 - Management's Discussion and Analysis of Financial
Condition and Results of Operations" and the audited consolidated financial statements and the related notes appearing elsewhere in this Annual Report on Form 10-K.

(in thousands, except per share amounts)
Statement of operations data:
Revenues
Operating expenses
Income from operations
Interest expense
Gain on sale of business, net
Debt extinguishment and modification expenses
Other income (expenses), net
Income (loss) before income taxes
Income tax expense (benefit)
Net income (loss)
Less earnings attributable to redeemable and redeemed non-controlling interests

Net income (loss) attributable to stockholders of Priority Technology Holdings, Inc.

Common stockholders of Priority Technology Holdings, Inc.:
Basic earnings (loss) per common share
Diluted earnings (loss) per common share

Statement of cash flows data:
Net cash provided by (used in):
Operating activities
Investing activities
Financing activities

Balance sheet data:

Cash and restricted cash

Total assets

Total liabilities

Total stockholders' deficit

Shares of common stock outstanding
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Year Ended December 31,

2020 2019 2018
$ 404,342 § 371,854  § 375,822
383,481 364,670 359,429
20,861 7,184 16,393
(44,839) (40,653) (29,935)
107,239 — —
(1,899) — (2,043)
596 710 (4,741)
81,958 (32,759) (20,326)
10,899 830 (2,490)
71,059 (33,589) (17,836)
(45,398) — —
$ 25,661 $ (33,589) $ (17,836)
$ 038 $ (0.50) $ (0.29)
$ 038 $ (0.50) $ (0.29)
Year Ended December 31,
2020 2019 2018
$ 47,072 $ 39,364 $ 31,348
$ 166,396 $ 97,747) $ (108,928)
$ (175,813) $ 75,017 $ 67,252
As of December 31,
2020 2019
$ 88,120 $ 50,465
$ 417,829 § 464,505
$ 516,393 $ 585,194
$ (98,564) $ (120,689)
67,391 67,061



ITEM 7. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS

You should read the following management's discussion and analysis of financial condition and results of operations together with 'Item 6 - Selected Financial Data" and our
audited financial statements and the related notes included elsewhere in this Annual Report on Form 10-K. This discussion contains forward-looking statements about our
business, operations and industry that involve risks and uncertainties, such as statements regarding our plans, objectives, expectations and intentions. Our future results and
financial condition may differ materially from those currently anticipated by us as a result of the factors described in the sections entitled "Item 1A - Risk Factors" and
"Cautionary Note Regarding Forward-Looking Statements."

Certain amounts in this section may not add mathematically due to rounding.

For a description and additional information about our three reportable segments, seeNote 18, Segment Information, contained in "ltem 8 - Financial Statements and
Supplementary Data" of this Annual Report on Form 10-K.

Results of Operations

This section includes a summary of our results of operations for the periods presented followed by a discussion of our results of operations for (i) the year ended December 31,
2020 (or "2020") compared to the year ended December 31, 2019 (or "2019") and (ii) the year ended December 31, 2019 (or "2019") compared to the year ended December 31,
2018 (or "2018"). We have derived this data, except key indicators for merchant bankcard processing dollar values and transaction volumes, from our audited consolidated
financial statements included elsewhere in this Annual Report on Form 10-K.
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Year Ended December 31, 2020 Compared to Year Ended December 31, 2019

The following table shows our consolidated income statement data for the years indicated:

Year Ended December 31,
(dollars in thousands) 2020 2019 $ Change % Change
REVENUES $ 404,342 $ 371,854 $ 32,488 8.7 %
OPERATING EXPENSES:
Costs of services 277,374 252,569 24,805 9.8 %
Salary and employee benefits 39,507 42,214 (2,707) (6.4)%
Depreciation and amortization 40,775 39,092 1,683 43 %
Selling, general and administrative 25,825 30,795 (4,970) 16.1)%
Total operating expenses 383,481 364,670 18,811 52%
Income from operations 20,861 7,184 13,677 190.4 %
Operating margin 52% 1.9 %
OTHER INCOME (EXPENSES):
Interest expense (44,839) (40,653) (4,186) 10.3 %
Debt extinguishment and modification expenses (1,899) — (1,899) nm
Gain on sale of business, net 107,239 — 107,239 nm
Other income, net 596 710 (114) (16.1)%
Total other income (expenses), net 61,097 (39,943) 101,040 253.0 %
Income (loss) before income taxes 81,958 (32,759) 114,717 350.2 %
Income tax expense 10,899 830 10,069 nm
Net income (loss) 71,059 (33,589) 104,648 311.6 %
Less income attributable to redeemable and redeemed non-controlling interests (45,398) — (45,398) nm
Net income (loss) attributable to stockholders of Priority Technology Holdings,
Inc. 25,661 $ (33,589) $ 59,250 176.4 %

nm = not meaningful
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The following table shows our segment income statement data and selected performance measures for the years indicated:

(dollars and volume amounts in thousands)

Consumer Payments:
Revenue
Operating expenses
Income from operations
Operating margin
Depreciation and amortization

Key Indicators:
Merchant bankcard processing dollar value
Merchant bankcard transaction volume

Commercial Payments:
Revenue
Operating expenses
Income (loss) from operations
Operating margin
Depreciation and amortization

Key Indicators:
Merchant bankcard processing dollar value
Merchant bankcard transaction volume

Integrated Partners:
Revenue
Operating expenses
Income from operations
Operating margin
Depreciation and amortization

Key Indicators:
Merchant bankcard processing dollar value
Merchant bankcard transaction volume

Income from operations of reportable segments
Corporate expenses

Consolidated income from operations

Corporate depreciation and amortization

Key Indicators:
Merchant bankcard processing dollar value
Merchant bankcard transaction volume

Year Ended December 31,

2020 2019 $ Change % Change
367,816 330,599 $ 37,217 11.3%
329,424 298,362 31,062 10.4 %

38,392 32,237 $ 6,155 19.1 %
10.4 % 9.8 %
35,002 32,842 $ 2,160 6.6 %

41,703,661 42,303,880 $ (600,219) (1.4)%
455,240 511,852 (56,612) (11.1)%

20,922 25,980 $ (5,058) (19.5)%
19,999 26,871 (6,872) (25.6)%
923 @®91) 8§ 1,814 203.6 %

4.4 % GBAH%
306 323 $ 17) (5.3)%
249,004 312,342 $ (63,338) (20.3)%
99 109 (10) 9.2)%
15,604 15,275 $ 329 22 %
14,200 14,550 (350) 2.49)%
1,404 725 $ 679 93.7 %

9.0 % 4.7 %
4,299 4,398 $ (99) 2.3)%
364,084 386,101 $ (22,017) (5.7%
1,316 1,380 (64) (4.6)%
40,719 32,071 $ 8,648 27.0 %
19,858 24,887 (5,029) (20.2)%
20,861 7,184 $ 13,677 190.4 %
1,168 1,529 $ (361) (23.6)%

42,316,749 43,002,323 $ (685,574) (1.6)%
456,655 513,341 (56,686) (11.0)%
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Impact of COVID-19 on Results and Trends

The outbreak of COVID-19 in the United States, which was declared a pandemic by the World Health Organization on March 11, 2020, continues to adversely affect consumer
activity and has contributed to a decline in many aspects of macroeconomic activity in 2020 compared to 2019. The largest impact we experienced was within our Consumer
Payments reportable segment (“Consumer Payments™), which is described below.

Our results of operations for most of the first quarter of 2020 were not significantly impacted by the COVID-19 pandemic since the economic consequences of the pandemic did
not begin to materially impact consumer payment transactions in the United States until the last half of March 2020. Beginning in mid-March, the pandemic began to negatively
impact our daily merchant bankcard processing dollar values (“processing dollars™) as the pandemic spread across the United States and restrictive shelter in place requirements
were instituted. From mid-March 2020 through the end of April 2020, we experienced a significant decline of approximately 35% in processing dollars as compared with the
comparable weeks in 2019. As a result, our processing dollars grew only 1.7% in the first quarter of 2020 compared with the first quarter of 2019. In the second quarter of 2020
we experienced a 16.4% decline in processing dollars compared with the second quarter of 2019. However, within the second quarter of 2020, the decline in processing dollars
was greatest in April. In May and June of 2020, as shelter in place restrictions began to be lifted, we experienced a rebound in processing dollars that continued through the
third quarter. With increased economic activity in the third quarter of 2020, we experienced growth in processing dollars of 6.3% as compared with the third quarter of 2019.

The level of new COVID-19 cases began to increase significantly throughout the United States during the fourth quarter of 2020, with certain states impacted more than others,
and pandemic related economic factors impacted the growth rate of our processing dollars. In the fourth quarter of 2020, we experienced growth in processing dollars of 3.0%

as compared with the fourth quarter of 2019. For the year ended December 31, 2020, processing dollars in Consumer Payments of $41.7 billion declined 1.4% from $42.3
billion in the year ended December 31, 2019.

Revenue growth in Consumer Payments was 11.3% for the year ended December 31, 2020 compared with the year ended December 31, 2019. In the first, second, third and
fourth quarters of 2020, revenue growth was 8.9%, 0.3%, 20.0% and 15.3%, respectively, compared with the comparable quarters in 2019. During 2020, we benefited from our
specialized merchant acquiring program. This program, which complies with the recently issued card association rules, helped mitigate the negative effects of the pandemic on
overall revenue growth by adding $28.8 million to the Consumer Payments revenue in 2020, compared with $7.4 million in 2019.

In the first quarter of 2021, the distribution of COVID-19 vaccines in the United States began to accelerate.While this may be a positive development, the future impact of the
pandemic on the overall economy and our results are beyond our ability to predict or control.
Revenue

Consolidated revenue

For the year ended December 31, 2020, our consolidated revenue increased by $32.5 million, or 8.7%, from the year ended December 31, 2019 to $404.3 million. This overall
increase was driven by a $37.2 million, or 11.3%, increase in revenue from our Consumer Payments segment and a $0.3 million, or 2.2%, increase in revenue from our
Integrated Partners segment, partially offset by a $5.1 million, or 19.5%, decrease in revenue in our Commercial Payments segment.

Revenue in Consumer Payments segment

Consumer Payments revenue for the year ended December 31, 2020 increased by $37.2 million, or 11.3%, compared to revenue for the year ended December 31, 2019 of
$330.6 million. This increase was driven by $21.4 million, or 290.0%, revenue growth from our specialized merchant acquiring program.
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Merchant bankcard processing dollar value for the year ended December 31, 2020 of $41.7 billion decreased by $0.6 billion, or 1.4%, compared to $42.3 billion for the year
ended December 31, 2019. However, our merchant volume mix drove a 10.8% higher average ticket of $91.61 in 2020 compared to $82.65 in 2019. Current economic factors
have impacted the merchant volume mix, including shifts in payment transaction activity among certain vertical industries, spending trends related to the COVID-19 pandemic
that appear to have resulted in consumers conducting fewer payment transactions at higher average transaction values, and an increase in card-not-present transactions. Card-
not-present volume generally offers more favorable pricing to us than other types of transactions. The trend of new merchant boarding remains within our historical range of
4,500 to 5,000 new merchants per month. During 2020, our monthly average of new merchants boarded was 4,669 compared with 4,612 in 2019.

Revenue in Commercial Payments segment

Commercial Payments revenue for the year ended December 31, 2020 of $20.9 million decreased by $5.1 million, or 19.5%, compared to revenue for the year ended December
31, 2019 of $26.0 million. The increase in revenue from our accounts payable automated solutions services was offset by a decrease in revenues from our curated managed
services programs.

Revenue from our accounts payable automated solutions business in 2020 of $6.0 million increased $0.5 million, or 8.8%, compared to revenue in 2019 of $5.5 million. This
increase was driven by increased business from existing customers. Revenue from our curated managed services business in 2020 of $14.9 million decreased by $5.5 million, or
27.1%, compared to revenue in 2019 of $20.5 million. This decrease was driven by a decline and curtailment in 2020 of a customer’s merchant financing program in response to
the COVID related economic conditions and the changes in the customer's business model.

Revenue in Integrated Partners segment

Integrated Partners revenue for the year ended December 31, 2020 of $15.6 million increased by $0.3 million, or 2.2%, compared to revenue for the year ended December 31,
2019 of $15.3 million. Priority Real Estate Technology, LLC (" PRET") comprised $13.4 million and $13.2 million of this segment's revenue in 2020 and 2019, respectively.
PRET's RentPayment business, which was formed with a March 2019 asset acquisition, generated revenue of $12.0 million in 2020 and $11.7 million in 2019, respectively.
Revenue from PRET’s RadPad and Landlord Station businesses, Priority PayRight Health Solutions ("PayRight") and Priority Hospitality Technology ("PHOT") comprised the
remainder of this segment's revenue.

The sale of the RentPayment business in September 2020 as disclosed in Note 2,Disposal of Business, to the consolidated financial statements impacted our results after the
third quarter of 2020 and will also impact the trend of future results of the Integrated Partners segment.

Consolidated Operating Expenses

Our consolidated operating expenses for the year ended December 31, 2020 of $383.5 million increased by $18.8, or 5.2%, compared to consolidated operating expenses for the
year ended December 31, 2019 of $364.7 million. This overall increase was driven by higher costs of services and depreciation and amortization expense in 2020 compared to
2019. Costs of services of $277.4 million grew $24.8 million, or 9.8%, in 2020 resulting from higher revenues in the Consumer Payments segment. Consolidated depreciation
and amortization expense of $40.8 million increased by $1.7 million, or 4.3%, in 2020, which was driven by additions to property, equipment and software, as well as intangible
assets.

While costs of services and depreciation and amortization expense increased in 2020, we experienced decreases in salary and employee benefits and selling, general and
administrative expenses compared to 2019. Consolidated salary and employee benefits expenses of $39.5 million decreased $2.7 million, or 6.4%, in 2020, which was driven by
lower headcount and a $1.2 million decline in non-cash stock-based compensation. Consolidated selling, general and administrative expenses of $25.8 million decreased $5.0
million, or 16.1%, in 2020 driven by decreases in certain expenses management considers to be non-recurring in nature, lower office and travel-related costs due to the COVID-
19 pandemic, decreased use of outside professionals due to in-sourcing of certain services, and an overall focus on cost containment.
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Income (Loss) from Operations
Consolidated income from operations

For the year ended December 31, 2020, our consolidated income from operations increased by $13.7 million, or 190.4%, from the year ended December 31, 2019 to $20.9
million. This overall increase was driven by a $6.2 million, or 19.1%, increase income from operations in our Consumer Payments segment, a $1.8 million, or 203.6%, increase
in income from operations in our Commercial Payments segment, and a $0.7 million, or 93.7%, increase in income from operations in our Integrated Partners segment.
Corporate expense of $19.9 million in 2020 decreased by $5.0 million, or 20.2%, as compared to the year ended December 31, 2019.

Income from operations in Consumer Payments segment

Our Consumer Payments segment contributed $38.4 million of income from operations for the year ended December 31, 2020, an increase of $6.2 million, or 19.1%, from the
$32.2 million for the year ended December 31, 2019. This increase was the result of higher revenue, net of costs of services, of $9.0 million, and lower salary and employee
benefit expenses of $1.8 million driven by lower headcount and a $1.1 million decline in non-cash stock-based compensation. While these factors drove growth in income from
operations, they were partially offset by a $2.2 million increase in depreciation and amortization expense and a $2.5 million increase in selling, general and administrative
expenses. The increase in depreciation and amortization expense was attributable to additions to intangible assets and property, equipment and software, while the growth in
selling, general and administrative expenses was due to a $2.5 million increase in certain expenses management considers to be non-recurring in nature. Such expenses in 2020
totaled $1.9 million and are comprised of: $1.8 million for an impairment charge for an intangible asset and a $0.5 million allowance provision for a note receivable, partially
offset by a non-cash reduction in expense of $0.4 million for a change in the fair value of accrued contingent consideration related to two 2018 business acquisitions. Selling,
general and administrative expenses in 2019 included a non-cash reduction in expense of $0.6 million for a change in the fair value of accrued contingent consideration related
to the same two 2018 business combinations.

Income (loss) from operations in Commercial Payments segment

Our Commercial Payments segment contributed $0.9 million of income from operations for the year ended December 31, 2020 compared to a loss from operations of $0.9
million for the year ended December 31, 2019. This improvement was driven by a $1.9 million decrease in selling, general and administrative expenses and a $0.8 million
decrease in salaries and employee benefits expenses due to lower headcount and a $0.5 million decline in non-cash stock-based compensation. The decrease in selling, general
and administrative expenses was driven by reduced travel and trade show expenses due to the COVID-19 pandemic. Also, selling, general and administrative expenses for 2019
included a $0.5 million allowance for uncollectible receivables which were substantially recovered in 2020. While these factors drove growth in income from operations, they
were partially offset by the decline in revenue attributable to our curated managed services programs.

Income from operations in Integrated Partners segment

Our Integrated Partners segment contributed $1.4 million of income from operations for the year ended December 31, 2020, an increase of $0.7 million compared to $0.7
million of income from operations for the year ended December 31, 2019. This increase was driven by lower operating expenses attributable to a $0.8 million decrease in salary
and employee benefit expenses, a $0.3 million decrease in selling, general and administrative expenses, and a $0.1 million decrease in depreciation and amortization expense.
Included in selling, general and administrative expenses for 2020 and 2019 are expenses related to transition services provided by YapStone, Inc. in connection with the assets
acquired in March 2019 and sold in September 2020. These transition services were approximately $2.6 million in 2020 and $2.9 million in 2019. These operating expense
decreases more than offset the increase in costs of services experienced in 2020, due in part to our new payment infrastructure as a service arrangement with the buyer of the
RentPayment business.

Corporate Expense

Corporate expenses were $19.9 million for the year ended December 31, 2020, a decrease of $5.0 million, or 20.2%, from expenses of $24.9 million for the year ended
December 31, 2019. This decrease in 2020 was driven by a $5.3 million decrease in selling, general and administrative expenses and a $0.4 million decrease in depreciation and
amortization expense, partially
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offset by a $0.6 million increase in salary and employee benefits expense largely attributable to a $0.4 million increase in non-cash stock-based compensation. Included in
selling, general and administrative expenses in 2020 are certain legal and professional expenses management considers to be non-recurring in nature of $1.9 million, offset by
litigation settlement income of $0.7 million. Such expenses in 2019 totaled of $6.4 million, offset by litigation settlement income of $0.4 million.

Interest Expense

The amortization of deferred financing costs and debt discounts, as well as certain administrative fees, increased our reported consolidated interest expense and the effective
interest rates under our Senior and Subordinated Credit Agreements.

For the year ended December 31, 2020, consolidated interest expense increased by $4.2 million, or 10.3%, to $44.8 million from $40.7 million for the year ended December 31,
2019. The additional expense in 2020 was due to increases in the applicable margins on the Senior and Subordinated Credit Agreements that resulted from the Sixth Amendment
in March 2020 and increased borrowings under the revolving credit portion of our Senior Credit Agreement, partially offset by a $106.5 million principal prepayment in late
September 2020 of the term portion of our Senior Credit Agreement. For 2020, the effective interest rates on the term facility of our Senior and Subordinated Credit
Agreements averaged 8.5% and 13.0%, respectively, compared to 7.2% and 10.8%, respectively, for 2019. Based on applicable margins and the LIBOR rate in effect on
December 31, 2020, we expect the effective interest rates on the term facility of our Senior and Subordinated Credit Agreements to be approximately 8.2% and 12.8%,
respectively, in 2021.

Debt Extinguishment and Modification Expenses

During September 2020, we wrote off unamortized deferred debt costs and discounts of $1.5 million associated with the $106.5 million principal prepayment for the term
facility under our Senior Credit Agreements. In the first quarter of 2020, we expensed $0.4 million of third-party costs incurred in connection with the Sixth Amendment to the
Senior and Subordinated Credit Agreements.

Gain on Sale of Business

As disclosed inNote 2, Disposal of Business, to the consolidated financial statements, during late September 2020 our consolidated PRET subsidiary sold the RentPayment
business, which is substantially all of the assets acquired from YapStone, Inc. in March 2019. Based on efforts and changes made by us since the March 2019 acquisition of
these assets, the assets constituted a business, as defined by GAAP, when sold in September 2020 for $179.4 million, net of a working capital adjustment. After removing the
carrying values of the disposed business and incurring costs related to the transaction, PRET recognized a pre-tax gain of $107.2 million. PRET had non-controlling interests
("NCIs"), and based on the cash waterfall provisions in PRET's governing agreement, the NCIs were entitled to $45.1 million of the $107.2 million pre-tax gain, which is
included in Net Income Attributable to Non-Controlling Interests on our consolidated statement of operations for the year ended December 31, 2020. The $45.1 million was
distributed in cash to the NClIs, and the $45.1 million of payments along with the $5.7 million redemption payment made to one of the NCls, resulted in the redemption of all
NCIs of PRET. The working capital adjustment and the allocation of net proceeds described above remain subject to final adjustment with the buyer and PRET members,
respectively. Any remaining payments made or received by the Company will be recorded in the period in which such amounts are finalized.

Other, net

For the years ended December 31, 2020 and 2019, Other, net was composed primarily of interest income earned on notes receivable from certain independent sales
organizations and another entity.

Income Tax Expense
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We became part of a C-Corporation reporting tax group on July 25, 2018 in connection with the Business Combination. On July 25, 2018, we recognized a net deferred income
tax asset of $47.5 million, which also resulted in a credit to our additional paid-in capital within our consolidated stockholders' deficit. The net deferred tax asset is the result of
the difference between the initial tax bases in the assets and liabilities and their respective carrying amounts for financial statement purposes.

We assess all available positive and negative evidence to estimate whether sufficient taxable income will be generated in the future to permit use of the existing deferred tax
assets. ASC 740, Income Taxes ("ASC 740"), requires that all sources of future taxable income be considered in making this determination. The Tax Cuts and Jobs Act of 2017
amended section 163(j) of the Internal Revenue Code. Section 163(j), as amended, limits the business interest deduction to 30% of adjusted taxable income ("ATI"). For taxable
years through 2021, the calculation of ATI closely aligns with earnings before interest, taxes, depreciation and amortization ("EBITDA"). Commencing in 2022, the ATI
limitation more closely aligns with earnings before interest and taxes ("EBIT"), without adjusting for depreciation and amortization. Any business interest in excess of the annual
limitation is carried forward indefinitely. In March 2020, the Coronavirus Aid, Relief, and Economic Security Act ("CARES Act") was enacted, which among other provisions,
provides for the increase of the 163(j) ATI limitation from 30% to 50% for tax years 2019 and 2020.

With respect to recording a deferred tax benefit for the carryforward of business interest expense, GAAP applies a "more likely than not" threshold for assessing recoverability.
Adjustments to the valuation allowance are a component of income tax expense (benefit) in our statements of operations. An increase in the valuation allowance for deferred
income taxes will increase income tax expense (or reduce an otherwise income tax benefit), and a decrease in the valuation allowance will decrease income tax expense (or
increase an otherwise income tax benefit).

On the basis of our assessment, for the years ended December 31, 2020 and 2019, we decreased and increased the valuation allowance for deferred income taxes by $2.9 million
and $9.3 million, respectively, associated with excess business interest for the then-current reporting periods. Changes to the valuation allowance for 2018 were not material. We
will continue to evaluate the realizability of the net deferred tax asset on a quarterly basis and, as a result, the valuation allowance may change in future periods.

For the year ended December 31, 2020, our consolidated income tax expense was $10.9 million, resulting in a consolidated effective income tax rate of 13.3%. Approximately
$12.3 million of consolidated income tax expense for the year ended December 31, 2020 was attributable to the gain on the business sale (see Note 2, Disposal of Business). For
the year ended December 31, 2019, our consolidated income tax expense was $0.8 million, resulting in an effective consolidated income tax benefit rate of 2.5%. See Note 11,
Income Taxes, to our consolidated financial statements in Part II, Item 8 of the Annual Report on Form 10-K.

Our consolidated effective income tax rates differ from the statutory rate due to timing and permanent differences between amounts calculated under GAAP and the tax code.
The consolidated effective income tax rate for 2020 may not be indicative of our effective tax rate for future periods.
Earnings Attributable to Non-Controlling Interests (NCIs)

In addition to the $45.1 million discussed above for the NCIs of PRET, we attributed and paid $250 thousand to the NCIs of PHOT for the year ended December 31, 2020. No
amounts were attributable or paid to any NCIs in prior years. See Note 4, Asset Acquisitions, Asset Contributions, and Business Combinations, to the consolidated financial
statements.

Net Income (Loss)

Consolidated net income attributable to the stockholders of Priority Technology Holdings, Inc. for the year ended December 31, 2020 was $25.7 million compared to a net loss
of $33.6 million for the year ended December 31, 2019 for the aforementioned reasons.
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Year Ended December 31, 2019 Compared to Year Ended December 31, 2018

The following table shows our consolidated income statement data for the years indicated:

(dollars in thousands)

REVENUES

OPERATING EXPENSES:
Costs of services
Salary and employee benefits
Depreciation and amortization
Selling, general and administrative
Total operating expenses

Income from operations
Operating margin

OTHER (EXPENSES) INCOME:
Interest expense
Other, net
Total other expenses, net

Loss before income taxes

Income tax expense (benefit)

Net loss

nm = not meaningful

Year Ended December 31,
2019 2018 $ Change % Change
$ 371,854 $ 375,822 $ (3,968) (1.1)%
252,569 269,284 (16,715) 6.2)%
42,214 38,324 3,890 10.2 %
39,092 19,740 19,352 98.0 %
30,795 32,081 (1,286) (4.0)%
364,670 359,429 5,241 1.5%
7,184 16,393 (9,209) (56.2)%
1.9 % 4.4 %
(40,653) (29,935) (10,718) 35.8 %
710 (6,784) 7,494 110.5 %
(39,943) (36,719) (3,224) 8.8 %
(32,759) (20,326) (12,433) 61.2 %
830 (2,490) 3,320 nm
$ (33,589) $ (17,836) $ (15,753) 88.3 %
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The following table shows our segment income statement data and selected performance measures for the years indicated:

(dollars and volume amounts in thousands)

Consumer Payments:
Revenue
Operating expenses
Income from operations
Operating margin
Depreciation and amortization

Key Indicators:
Merchant bankcard processing dollar value
Merchant bankcard transaction volume

Commercial Payments:
Revenue
Operating expenses
Loss from operations
Operating margin
Depreciation and amortization

Key Indicators:
Merchant bankcard processing dollar value
Merchant bankcard transaction volume

Integrated Partners:
Revenue
Operating expenses
Income (loss) from operations
Operating margin
Depreciation and amortization

Key Indicators:
Merchant bankcard processing dollar value
Merchant bankcard transaction volume

Income from operations of reportable segments
Corporate expenses

Consolidated income from operations

Corporate depreciation and amortization

Key Indicators:
Merchant bankcard processing dollar value
Merchant bankcard transaction volume

nm = not meaningful

Years Ended December 31,
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2019 2018 $ Change % Change
330,599 $ 347,013 (16,414) “4.7%
298,362 300,011 (1,649) (0.5)%

32,237 $ 47,002 (14,765) (31.49)%
9.8 % 13.5%
32,842 $ 17,945 14,897 83.0 %

42,303,880 $ 37,892,474 4,411,406 11.6 %
511,852 465,584 46,268 9.9 %

25,980 $ 27,056 (1,076) (4.0)%
26,871 28,008 (1,137) 4.1)%
891) § (952) 61 (6.4)%

B4H% (3.5%
323 $ 557 (234) (42.0)%
312,342 $ 257,308 55,034 21.4 %
109 118 ) (7.6)%
15,275 $ 1,753 13,522 nm
14,550 3,722 10,828 nm
725 $ (1,969) 2,694 nm

4.7 % (112.3)%
4,398 $ 145 4,253 nm
386,101 $ 5,516 380,585 nm
1,380 55 1,325 nm
32,071 $ 44,081 (12,010) 27.2)%
24,887 27,688 (2,801) (10.1)%
7,184 $ 16,393 (9,209) (56.2)%
1,529 $ 1,093 436 399 %

43,002,323 $ 38,155,298 4,847,025 12.7 %
513,341 465,757 47,584 10.2 %



Revenue

Consolidated revenue

For the year ended December 31, 2019, our consolidated revenue decreased by $4.0 million, or 1.1%, from the year ended December 31, 2018 to $371.9 million. This decrease
was driven by a $16.4 million, or 4.7%, decrease in revenue from our Consumer Payments segment and a $1.1 million, or 4.0%, decrease in revenue from our Commercial
Payments segment, partially offset by a $13.5 million increase in revenue from our Integrated Partners segment. Consolidated merchant bankcard processing dollar value and
merchant bankcard transactions increased 12.7% and 10.2%, respectively.

Revenue in Consumer Payments segment

For the year ended December 31, 2019, the $16.4 million decrease in Consumer Payments revenue was primarily attributable to a decrease in revenue of $51.9 million from
certain subscription-billing e-commerce merchants, largely offset by revenue resulting from the overall increases in merchant bankcard processing dollar value and merchant
bankcard transactions of 11.6% and 9.9%, respectively, compared to the year ended December 31, 2018. The higher merchant bankcard processing dollar value and transaction
volume in 2019 were mainly due to the continuation of higher consumer spending trends in 2019 and positive net onboarding of new merchants. Additionally, the average dollar
amount per bankcard transaction increased to $82.65, or 1.5%, in 2019 from $81.39 in 2018.

Our revenue in the Consumer Payments segment for the year ended December 31, 2019 was negatively affected by the closure of high-margin accounts with certain
subscription-billing e-commerce merchants. The closure of merchants in this channel was due to industry-wide changes for enhanced card association compliance. This revenue
was $7.4 million and $59.3 million for the years ended December 31, 2019 and 2018, respectively.

Revenue in Commercial Payments segment

For the year ended December 31, 2019, the $1.1 million decrease in Commercial Payments revenue was attributable to a $2.3 million decrease in revenue from our curated
managed services program, partially offset by a $1.2 million increase in revenue from our accounts payable automated solutions. The managed services decline was largely
driven by lower incentive revenue and the accounts payable automated solutions increase was driven by customer additions and higher merchant bankcard processing dollar
value.

Revenue in Integrated Partners segment

For the year ended December 31, 2019, the $13.5 million increase in our Integrated Partners revenue was due primarily to a $12.3 million increase in revenue from PRET.
PRET's revenue growth included $11.7 million from a March 2019 asset acquisition. Revenue from PayRight and PHOT, which commenced operations in April 2018 and
February 2019, respectively, comprised the remainder of this reportable segment’s $1.2 million revenue growth.

Consolidated Operating Expenses

Our consolidated operating expenses for the year ended December 31, 2019 of $364.7 million increased by $5.2 million, or 1.5%, from consolidated operating expenses for the
year ended December 31, 2018 of $359.4 million. This overall increase was driven primarily by a $19.4 million, or 98.0%, increase in amortization and depreciation expense
related to asset acquisitions that occurred in late 2018 and 2019. Consolidated salary and employee benefits increased $3.9 million, or 10.2%, related to increases in corporate
and operations headcount and higher headcount from business and asset acquisitions in 2019 and 20138, as well as a $2.0 million increase in non-cash stock-based compensation
in 2019 compared to 2018. These increases were partially offset by a $16.7 million, or 6.2%, decrease in consolidated costs of services in correlation with lower revenues in
2019 and due to lower residual expenses in 2019 resulting from buyouts of residual commission rights in 2019 and 2018. Consolidated selling, general, and administrative
expenses decreased by $1.3 million, or 4.0%, driven by a decrease in certain
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expenses management considers to be non-recurring in nature related to transaction costs associated with the Business Combination and conversion to a public company, such
as legal, accounting and other advisory and consulting expenses. These expenses were $8.3 million and $12.4 million for the years ended December 31, 2019 and 2018,
respectively.

Income (Loss) from Operations

Consolidated income from operations

Consolidated income from operations decreased $9.2 million, or 56.2%, for the year ended December 31, 2019 compared to the year ended December 31, 2018. Our
consolidated operating margin for year ended December 31, 2019 was 1.9% compared to 4.4% for the year ended December 31, 2018. The consolidated margin decrease was
the result of higher depreciation and amortization expense of $19.4 million and a $3.9 million increase in salaries and employee benefits, partially offset by lower costs of
services of $16.7 million and a $1.3 million decrease in selling, general and administrative expenses.

Income from operations in Consumer Payments segment

Our Consumer Payments reportable segment earned $32.2 million in income from operations for the year ended December 31, 2019, a decrease of $14.8 million, or 31.4%,
from $47.0 million for the year ended December 31, 2018. This decrease largely reflected the increase in depreciation and amortization expense of $14.9 million in 2019 related
to asset acquisitions that occurred in late 2018 and 2019. The loss of certain subscription-billing e-commerce merchants in 2019 due to industry-wide changes for enhanced card
association compliance, which contributed $3.5 million and $21.3 million of income from operations in the years ended December 31, 2019 and 2018, respectively, was largely
offset by income resulting from the growth in merchant bankcard processing dollar value and transaction volume.

Loss from operations in Commercial Payments segment

Our Commercial Payments reportable segment incurred a $0.9 million loss from operations for the year ended December 31, 2019, compared to a $1.0 million loss from
operations for the year ended December 31, 2018. This improvement was driven by a $0.6 million increase in revenue, net of costs of services, partially offset by increases in
salaries and employee benefits and selling, general and administrative expenses, which included a $0.5 million allowance for uncollectible receivables in 2019 which were
substantially recovered in 2020.

Income (loss) from operations in Integrated Partners segment

Our Integrated Partners segment earned income from operations of $0.7 million for the year ended December 31, 2019 compared to a loss from operations of $2.0 million for
the year ended December 31, 2018. This increase in income from operations in 2019 was due primarily to a 2019 asset acquisition, which included $4.0 million of increased
depreciation expense and $2.9 million of transitional acquisition integration costs.

Corporate Expense

Corporate expenses were $24.9 million for the year ended December 31, 2019, a decrease of $2.8 million, or 10.1%, over expenses of $27.7 million for the year ended
December 31, 2018. This decrease was driven primarily by a $6.4 million decrease in certain expenses management considers to be non-recurring in nature that were associated
with our Business Combination, conversion to a public company, and certain legal matters. These expenses were $6.0 million and $12.4 million for the years ended December
31,2019 and 2018, respectively.

Interest Expense

Consolidated interest expense, including amortization of deferred debt issuance costs and discounts, increased by $10.7 million, or 35.8%, to $40.7 million in 2019 from $29.9
million in 2018. This increase was primarily due to higher debt obligations in 2019 driven by acquisition-related borrowings.
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Other, net

Other, net increased $7.5 million from a net expense of $6.8 million in the year ended December 31, 2018 to net income of $0.7 million in the year ended December 31, 2019.
The 2018 amount included $3.5 million expense from the change in fair value of a prior warrant liability and $3.3 million of debt modification and other net costs.

Income Tax Expense (Benefit)

We became part of a C-Corporation reporting tax group on July 25, 2018 in connection with the Business Combination. On July 25, 2018, we recognized a net deferred income
tax asset of $47.5 million, which also resulted in a credit to our additional paid-in capital within our consolidated stockholders' deficit. The net deferred tax asset is the result of
the difference between the initial tax bases in the assets and liabilities and their respective carrying amounts for financial statement purposes.

For the year ended December 31, 2019, our consolidated income tax expense was $0.8 million, resulting in an effective consolidated income tax benefit rate of 2.5%. See Note
11, Income Taxes, to our consolidated financial statements in Part II, Item 8 of the Annual Report on Form 10-K.

For the year ended December 31, 2018, our consolidated income tax benefit was $2.5 million, resulting in an effective consolidated income tax rate of 12.5%. This income tax
benefit was based on the pre-tax loss incurred after July 25, 2018. On a pro-forma basis assuming C-Corporation status for the full year 2018, our income tax benefit would
have been $3.2 million, resulting in a pro-forma effective income tax rate of 15.6%. Our annualized pro-forma effective income tax rate for 2018 was less than the statutory rate
due to timing and permanent differences between amounts calculated under GAAP and the tax code.

Net loss

Our consolidated net loss for the year ended December 31, 2019 was $33.6 million compared to a net loss of $17.8 million for the year ended December 31, 2018 for the
aforementioned reasons.

Liquidity and Capital Resources
Liquidity and capital resource management is a process focused on providing the funding we need to meet our short-term and long-term cash and working capital needs. We
have used our funding sources to build our merchant portfolio, technology solutions, and to make acquisitions with the expectation that such investments will generate cash

flows sufficient to cover our working capital needs and other anticipated needs, including for our acquisition strategy. We anticipate that cash on hand, funds generated from
operations and available borrowings under our revolving credit agreement are sufficient to meet our working capital requirements for at least the next twelve months.

Our principal uses of cash are to fund business operations, administrative costs, and debt service.

Our working capital, defined as current assets less current liabilities, was a negative $13.0 million at December 31, 2020 and a positive $1.2 million at December 31, 2019. As
of December 31, 2020, we had cash totaling $9.2 million compared to $3.2 million at December 31, 2019. These cash balances do not include restricted cash of $78.9 million
and $47.2 million at December 31, 2020 and 2019, respectively, which reflects cash accounts holding customer settlement funds and cash reserves for potential losses at
December 31, 2020 and December 31, 2019. The current portion of long-term debt included in current liabilities was $19.4 million at December 31, 2020 compared with $4.0
million at December 31, 2019.

At December 31, 2020, we had availability of approximately $25.0 million under our revolving credit arrangement.

The following tables and narrative reflect our changes in cash flows for the comparative annual periods.

Year Ended December 31, 2020 Compared to Year Ended December 31, 2019
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Year Ended December 31,
(in thousands) 2020 2019

Net cash provided by (used in):

Operating activities $ 47,072 $ 39,364

Investing activities 166,396 (97,747)

Financing activities (175,813) 75,017
Net increase in cash and restricted cash $ 37,655 § 16,634

Cash Provided by Operating Activities

Net cash provided by operating activities, which includes restricted cash, was $47.1 million and $39.4 million for the years ended December 31, 2020 and 2019, respectively.
The $7.7 million, or 19.6%, increase in 2020 was principally the result of an increase in restricted cash balances, as well as an increase in cash generated from operations,
partially offset by changes in assets and liabilities and the payment of $5.4 million of transaction costs related to the sale of the RentPayment business in 2020.

Cash Provided by (Used in) Investing Activities

Net cash provided by investing activities was $166.4 million compared to cash used of $97.7 million for the years ended December 31, 2020 and 2019, respectively. Cash used
in investing activities includes cash for the acquisitions of merchant portfolios, residual buyouts, and purchases of property, equipment and software. For the years ended
December 31, 2020 and 2019, we invested $5.6 million and $82.9 million, respectively, in merchant portfolios and residual buyouts. Cash used for purchases of property,
equipment, and software for the year ended December 31, 2020 was $7.5 million compared to $11.1 million for the year ended December 31, 2019. For 2020, cash used for
investing activities was offset by cash received of $179.4 million from the sale of the RentPayment business. See Note 2, Disposal of Business, in Item 8 of the Annual report on
Form 10-K.

Cash (Used in) Provided by Financing Activities

Net cash used in financing activities was $175.8 million for the year ended December 31, 2020, compared to cash provided of $75.0 million in the year ended December 31,
2019. The amount for 2020 included $110.5 million in principal repayments on the term facility for our Senior Credit Agreement, $51.1 million of cash payments to the non-
controlling interests of PRET and PHOT, and repayment of the revolving facility under our Senior Credit Agreement. The amount for 2019 included net borrowings under our
Senior Credit Agreement consisting of $11.5 million under the revolving facility and a $69.7 million delayed draw under the term facility that was used to acquire certain assets
from YapStone, Inc. in March 2019.

Year Ended December 31, 2019 Compared to Year Ended December 31, 2018

Year Ended December 31,
(in thousands) 2019 2018
Net cash provided by (used in):
Operating activities $ 39,364 $ 31,348
Investing activities (97,747) (108,928)
Financing activities 75,017 67,252
Net increase (decrease) in cash and restricted cash $ 16,634 $ (10,328)
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Cash Provided by Operating Activities

Net cash provided by operating activities was $39.4 million and $31.3 million for the years ended December 31, 2019 and 2018, respectively. The $8.0 million, or 25.6%,
increase in 2019 was principally the result of increases in restricted cash balances and cash generated from operations, partially offset by changes in assets and liabilities in
2019.

Cash Used in Investing Activities

Net cash used in investing activities was $97.7 million and $108.9 million for the years ended December 31, 2019 and 2018, respectively. Cash flow used in investing activities
includes the acquisitions of merchant portfolios, residual buyouts, purchases of property, equipment and software, and acquisitions of businesses. For the years ended December
31, 2019 and 20138, we invested $82.9 million and $90.9 million, respectively, in merchant portfolios and residual buyouts. We used $0.2 million for business acquisitions for
the year ended December 31, 2019, compared to $7.5 million in 2018. Cash used for purchases of property, equipment, and software for the year ended December 31, 2019 was
$11.1 million, an increase of $0.6 million from the year ended December 31, 2018. The increase in purchases was driven primarily by capitalization of internally developed
software.

Cash Provided by Financing Activities

Net cash provided by financing activities was $75.0 million in the year ended December 31, 2019 compared to $67.3 million in 2018. Cash flows from financing activities for
the years ended December 31, 2019 and 2018 resulted primarily from proceeds received from additional borrowings under our term debt in and revolving credit facility.
Proceeds received in 2018 also included cash received from the Business Combination and equity recapitalization.

Long-Term Debt

As of December 31, 2020, we had outstanding long-term debt, excluding amounts outstanding under the revolving credit facility, of $382.0 million compared to $484.0 million
at December 31, 2019, a decrease of $101.9 million. The debt balance consisted of outstanding term debt of $279.4 million under the Senior Credit Facility and $102.6 million
in term debt under the Subordinated Credit and Guaranty Agreement with Goldman Sachs Specialty Lending Group, L.P. (the "GS Credit Facility") including accrued
payment-in-kind ("PIK") interest through December 31, 2020. Additionally, under the Senior Credit Facility, we have a $25.0 million revolving credit facility, which had $11.5

million drawn and outstanding as of December 31, 2019. There were no such amounts outstanding as of December 31, 2020. The outstanding principal amounts under the
Senior Credit Facility and the Subordinated GS Credit Facility mature in January 2023 and July 2023, respectively. The $25 million revolving credit facility expires in January
2022.

The Senior Credit Facility and the subordinated GS Credit Facility are secured by substantially all of our assets, however, the parent entity, Priority Technology Holdings, Inc.,
is neither a borrower nor guarantor to the Senior Credit Facility or the GS Credit Facility.

On March 18, 2020, we modified the Senior Credit Agreement and the GS Credit Amendment (collectively, the "Sixth Amendment"). As of December 31, 2020, financial
covenants, as amended, under the Senior Credit Facility required the Total Net Leverage Ratio, as defined in the agreement, not to exceed 7.75:1.00 at December 31, 2020. The
Total Net Leverage Ratio steps down thereafter.

As of December 31, 2020, we were in compliance with our financial covenants. Noncompliance in the future could have a material adverse impact on our financial condition,
including giving the lenders the right to accelerate the debt repayment schedule and restricting access to the revolving credit facility. Based upon current projections, the
Company expects to be in compliance with its debt covenants for at least the foreseeable future. For additional information about the risks associated with our debt agreements
and related covenants, refer to the "Risk Factors Related to Our Indebtedness" in Item 1A, Risk Factors, in Part I of this Annual Report on Form 10-K.
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Total Net Leverage Ratio, Consolidated Total Debt, and Consolidated Adjusted EBITDA are defined in Section 1.01 of Exhibit A to the Sixth Amendment (incorporated
Exhibits 10.3.4 and 10.4.4 to this Annual Report on Form 10-K) and summarized below:

e The Total Net Leverage Ratio means, at any date of determination, the ratio of Consolidated Total Debt for such date, to Consolidated Adjusted EBITDA.
*  Consolidated Total Debt is the aggregate principal amount of indebtedness minus the aggregate amount of unrestricted cash at the balance sheet date.

*  Consolidated Adjusted EBITDA is consolidated net income plus any applicable items determined in accordance with clauses (i)(b) through (i)(v) of the Consolidated
Adjusted EBITDA definition, minus any applicable items determined in accordance with clauses (ii)(a) through (ii)(g) of the Consolidated Adjusted EBITDA definition
in Section 1.01 of the Sixth Amendment ("Applicable Adjustments").

Under the provisions of the Sixth Amendment, calculation of Consolidated Adjusted EBITDA at each interim quarterly measurement period in 2020 is determined as the current
year-to-date Consolidated Adjusted EBITDA annualized. For interim quarterly and full year measurement periods commencing in January 2021, calculation of Consolidated

Adjusted EBITDA is determined on a last twelve months basis.

Consolidated Adjusted EBITDA is a non-GAAP liquidity measure. For determining the Total Net Leverage Ratio at December 31, 2020, Consolidated Adjusted EBITDA was
calculated as follows in accordance with the referenced clause definitions from Section 1.01 of the Sixth Amendment:
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(in thousands)
Year Ended December 31, 2020

Consolidated Net Income Attributable to Stockholders of Priority Technology Holdings, Inc. (GAAP)
Applicable Adjustments:
Gain on sale of business, less amounts attributable and paid to NCIs (clause (ii)(c))
Interest expense (clause (i)(b))
Depreciation and amortization (clause (i)(d) and (i)(e))
Income tax expense (clause (i)(c))
Non-cash share-based compensation (clause (i)(j))
Acquisition transition services (clause (i)(k))
Debt extinguishment and modification expenses (clause (i)(f) and (i)(h))
Impairment of intangible asset (clause (i)(f))
Provision for allowance for note receivable (clause (i)(f))
Change in fair value of contingent consideration for business combinations (clause (ii)(a))
Write-off of equity-method investment (clause (i)(f))
Certain legal fees and expenses (clause (i)(m))
Litigation recoveries (clause (i)(k))
Professional, accounting and consulting fees (clause (i)(k))
Other professional and consulting fees (clause (i)(h))
Other adjustments (clause (i)(k))
Pro forma impact of disposal

Consolidated Adjusted EBITDA (non-GAAP)

At December 31, 2020, the Total Net Leverage Ratio was 5.85:1.00, calculated as follows:

(in thousands, except ratio)

Consolidated Total Debt:
Current portion of long-term debt
Long-term debt, net of discounts and deferred financing costs
Unamortized debt discounts and deferred financing costs

Less unrestricted cash
Consolidated Net Debt

Total Net Leverage Ratio
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$ 25,661

(62,091)
44,839
40,775
10,899

2,430
2,628
1,899
1,753
467
(360)
211
1,796
(719)
145
1,500
161
(8,221)
$ 63,773

December 31, 2020

19,442
357,873
4,725

382,040
(9,241)

372,799

5.85 x



Contractual Obligations

The following table sets forth our contractual obligations and commitments for the periods indicated as of December 31, 2020.

(in thousands) Payments Due by Period
Less than More than

Contractual Obligations Total 1 year 1 to 3 years 3 to 5 Years 5 years
Operating leases $ 9,168 $ 1,356 § 2,663 $ 2,761 § 2,388
Debt principal (a) 382,040 19,442 362,598 — —
Interest on debt (b) 74,026 25,683 48,343 — —
Contingent consideration (c) 2,133 2,133 — — —
Processing minimums (d) 7,000 7,000 — — —

$ 474,367 $ 55,614 $ 413,604 $ 2,761 $ 2,388

(a) Reflects contractual principal payments on term debt outstanding at December 31, 2020 and excludes any amount for the revolving credit facility which had no outstanding
balance at December 31, 2020. Does not include future "payment-in-kind" ("PIK") interest that will be added to the principal outstanding for the GS Credit Facility as this
interest is included in Interest on debt in (b). See Note 10, Long-Term Debt and Warrant Liability.

(b) Reflects interest payable and future PIK interest on term debt under the Senior Credit Facility and the subordinated GS Credit Facility. Amounts based on outstanding
balances and interest rates as of December 31, 2020. Does not include any interest that may be payable in the future for the revolving credit facility which had no outstanding
borrowings at December 31, 2020. See Note 10, Long-Term Debt and Warrant Liability.

(c) Reflects amount accrued for earned contingent consideration for asset acquisition. See Note 4, Asset Acquisitions, Asset Contributions, and Business Combinations

(d) Reflects minimum annual spend commitments with third-party processor partners. In the event we fail to meet the minimum annual spend commitment, we are required to
pay the difference between the minimum and the actual dollar amount spent in the year. See Note 12, Commitments and Contingencies.

Based on outstanding principal balances, including PIK interest, at December 31, 2020 approximately 73% of the Borrowers' $382 million of term debt matures in January 2023
and approximately 27% matures in July 2023. Based on current market conditions and the financial conditions and forecasts of the entities and guarantors that compose the

Borrowers, we currently believe the term debt can be refinanced on or before the maturity dates at amounts and terms that are similar or favorable to those existing at December
31, 2020.

On March 5, 2021, we entered into a debt commitment letter with Truist Bank and Truist Securities, Inc., pursuant to which Truist has committed to provide Priority with a new
Term Loan Facility and Revolving Credit Facility, which will replace existing Senior Loan facilities. Also, on March 5, 2021, the Company entered into a preferred stock

commitment letter with Ares Capital Management LLC and Ares Alternative Credit Management LLC to issue preferred stock, the proceeds of which will be partially used to
repay our Subordinated Debt Facility. See Note 21, Subsequent Events, to the consolidated financial statements, for additional information.

Off-Balance Sheet Arrangements

We have not entered into any transactions with third parties or unconsolidated entities whereby we have financial guarantees, subordinated retained interest, derivative
instruments, or other contingent arrangements that expose us to material continuing risks, contingent liabilities or other obligations.
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Critical Accounting Policies and Estimates

Our accounting policies are more fully described inNote 1, Nature of Business and Accounting Policies. The preparation of financial statements in conformity with GAAP
requires management to make estimates and assumptions about future events that affect the amounts reported in the financial statements and accompanying notes. Actual results
could differ significantly from those estimates. We believe that the following discussion addresses our most critical accounting policies, which are those that are most important
to the portrayal of our financial condition and results of operations and require management's most difficult, subjective, and complex judgments.

Revenue Recognition

We adopted the provisions of ASC 606, Revenue from Contracts with Customers, effective for the annual reporting period ended December 31, 2019. We used the full
retrospective adoption and transition method, and accordingly, all periods presented in this Form 10-K reflect the provisions of ASC 606.

Under the provisions of ASC 606, we recognize revenue when we satisfy a performance obligation by transferring a service or good to the customer in an amount to which we
expect to be entitled (i.e., transaction price) allocated to the distinct or services or goods.

At contract inception, we assess the services and goods promised in our contracts with customers and identify the performance obligation for each promise to transfer to the
customer a service or good that is distinct. For substantially all of our services, the nature of our promise to the customer is to stand ready to accept and process the transactions
that customers request on a daily basis over the contract term. Since the timing and quantity of transactions to be processed is not determinable, the services comprise an
obligation to stand ready to process as many transactions as the customer requires. Under a stand-ready obligation, the evaluation of the nature of our performance obligation is
focused on each time increment rather than the underlying activities. Therefore, we have determined that our services comprise a series of distinct days of service that are
substantially the same and have the same pattern of transfer to the customer. Accordingly, the promise to stand ready is accounted for as a single-series performance obligation.

When third parties are involved in the transfer of services or goods to the customer, we consider the nature of each specific promised service or good and applies judgment to
determine whether we control the service or good before it is transferred to the customer or whether we are acting as an agent of the third party. We follow the requirements of
ASC 606-10, Principal Agent Considerations, which states that the determination of whether an entity should recognize revenue based on the gross amount billed to a customer
or the net amount retained is a matter of judgment that depends on the facts and circumstances of the arrangement. To determine whether or not we control the service or good,
we assess indicators including: 1) whether we or the third party is primarily responsible for fulfillment; 2) if we or the third party provides a significant service of integrating
two or more services or goods into a combined item that is a service or good that the customer contracted to receive; 3) which party has discretion in determining pricing for the
service or good; and 4) other considerations deemed to be applicable to the specific situation.

Income Taxes

We account for income taxes under the asset and liability method. Under this method, deferred tax assets and liabilities are determined based on differences between financial
reporting and tax bases of assets and liabilities and are measured using enacted tax rates and laws that are expected to be in effect when the differences are expected to be
recovered or settled. Realization of deferred tax assets is dependent upon future taxable income. A valuation allowance is recognized if it is more likely than not that some
portion or all of a deferred tax asset will not be realized based on the weight of available evidence, including expected future earnings.

We recognize an uncertain tax position in our financial statements when we conclude that a tax position is more likely than not to be sustained upon examination based solely

on its technical merits. Only after a tax position passes the first step of recognition will measurement be required. Under the measurement step, the tax benefit is measured as the
largest amount of
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benefit that is more likely than not to be realized upon effective settlement. This is determined on a cumulative probability basis. The full impact of any change in recognition or
measurement is reflected in the period in which such change occurs. Interest and penalties related to income taxes are recognized in the provision for income taxes.

Goodwill and Long-Lived Assets

We test goodwill for impairment for each of our reporting units on an annual basis or when events occur, or circumstances indicate the fair value of a reporting may be below its
carrying value. We may perform a quantitative assessment that uses market data and discounted cash flow analysis, which involve estimates of future revenues and operating
cash flows. Where deemed appropriate, we may perform the annual assessment using the optional qualitative method. Effective for the annual reporting period ending
December 31, 2020, we voluntarily changed the date for our annual goodwill impairment assessment from November 30 to October 1. Both dates occur in our fourth quarter.

We believe this prospective change does not represent a material change to a method of applying an accounting principle, even though the carrying value of goodwill is
material to our consolidated financial statements. This change had no effect on our results of operations, financial condition, or cash flows for any reporting period. By using the
October 1 annual assessment date, we believe that we will be able to utilize more readily available data from both internal and external sources and have additional time to
evaluate the data prior to finalizing our year-end consolidated financial statements and disclosures. This change in the date for the annual impairment assessment for goodwill
does not change our requirements to assess goodwill on an interim date between scheduled annual testing dates if triggering events are present.

We review our long-lived assets for impairment whenever events or changes in circumstances indicate the carrying amount of an asset may not be recoverable. For long-lived

assets, except goodwill, an impairment loss is indicated when the undiscounted future cash flows estimated to be generated by the asset group are not sufficient to recover the
unamortized balance of the asset group.

We amortize the cost of our acquired intangible assets over their estimated useful lives using either a straight-line or an accelerated method that most accurately reflects the
estimated pattern in which the economic benefits of the respective asset is consumed.
Potential Impacts of Recently Issued Accounting Standards

For the potential impacts that pending adoptions of recently issued accounting standards may have on our future financial position, results of operations, or cash flows, se&Note
1, Nature of Business and Accounting Policies, under the header "Recently Issued Standards Not Yet Adopted."

ITEM 7A. QUALITATIVE AND QUANTITATIVE DISCLOSURE ABOUT MARKET RISK

Interest rate risk

Our Senior Credit Facility bears interest at a variable rate based on LIBOR (with a LIBOR "floor" of 1.0% beginning March 8, 2020) plus a fixed margin. As of December 31,
2020, we had $279.4 million in outstanding borrowings under our Senior Credit Facility. Ignoring the 1.0% LIBOR floor, a hypothetical 1% increase or decrease in the
applicable LIBOR rate on our outstanding indebtedness under the Senior Credit Facility would have increased or decreased cash interest expense on our indebtedness by
approximately $2.8 million per annum.

We do not currently hedge against interest rate risk.
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Report of Independent Registered Public Accounting Firm
To the Stockholders and Board of Directors of Priority Technology Holdings, Inc.
Opinion on the Financial Statements

We have audited the accompanying consolidated balance sheet of Priority Technology Holdings, Inc. (“the Company”) as of December 31, 2020, the related consolidated
statements of operations, stockholders' deficit and cash flows for the year ended December 31, 2020, and the related notes (collectively referred to as the “consolidated financial
statements”). In our opinion, the consolidated financial statements present fairly, in all material respects, the financial position of the Company at December 31, 2020, and the
results of its operations and its cash flows for the year ended December 31, 2020, in conformity with U.S. generally accepted accounting principles.

Basis for Opinion

These financial statements are the responsibility of the Company's management. Our responsibility is to express an opinion on the Company’s financial statements based on our
audit. We are a public accounting firm registered with the Public Company Accounting Oversight Board (United States) (PCAOB) and are required to be independent with
respect to the Company in accordance with the U.S. federal securities laws and the applicable rules and regulations of the Securities and Exchange Commission and the
PCAOB.

We conducted our audit in accordance with the standards of the PCAOB. Those standards require that we plan and perform the audit to obtain reasonable assurance about
whether the financial statements are free of material misstatement, whether due to error or fraud. The Company is not required to have, nor were we engaged to perform, an
audit of its internal control over financial reporting. As part of our audit we are required to obtain an understanding of internal control over financial reporting but not for the
purpose of expressing an opinion on the effectiveness of the Company's internal control over financial reporting. Accordingly, we express no such opinion.

Our audit included performing procedures to assess the risks of material misstatement of the financial statements, whether due to error or fraud, and performing procedures that
respond to those risks. Such procedures included examining, on a test basis, evidence regarding the amounts and disclosures in the financial statements. Our audit also included
evaluating the accounting principles used and significant estimates made by management, as well as evaluating the overall presentation of the financial statements. We believe
that our audit provides a reasonable basis for our opinion.

/s/ Ernst & Young LLP
We have served as the Company’s auditor since 2020.

Atlanta, Georgia
March 31, 2021
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Stockholders and Board of Directors of Priority Technology Holdings, Inc. and Subsidiaries
Opinion on the Financial Statements

We have audited the accompanying consolidated balance sheet of Priority Technology Holdings, Inc. and Subsidiaries (the "Company") as of December 31, 2019, the related
consolidated statements of operations, changes in stockholders' deficit and cash flows for each of the two years in the period ended December 31, 2019, and the related notes to
the consolidated financial statements (collectively, the financial statements). In our opinion, the financial statements present fairly, in all material respects, the financial position
of the Company as of December 31, 2019, and the results of its operations and its cash flows for each of the two years in the period ended December 31, 2019, in conformity
with accounting principles generally accepted in the United States of America.

Basis for Opinion

These financial statements are the responsibility of the Company's management. Our responsibility is to express an opinion on the Company's financial statements based on our
audits. We are a public accounting firm registered with the Public Company Accounting Oversight Board (United States) (PCAOB) and are required to be independent with
respect to the Company in accordance with U.S. federal securities laws and the applicable rules and regulations of the Securities and Exchange Commission and the PCAOB.

We conducted our audits in accordance with the standards of the PCAOB. Those standards require that we plan and perform the audit to obtain reasonable assurance about
whether the financial statements are free of material misstatement, whether due to error or fraud. Our audits included performing procedures to assess the risks of material
misstatement of the financial statements, whether due to error or fraud, and performing procedures that respond to those risks. Such procedures included examining, on a test
basis, evidence regarding the amounts and disclosures in the financial statements. Our audits also included evaluating the accounting principles used and significant estimates
made by management, as well as evaluating the overall presentation of the financial statements. We believe that our audits provide a reasonable basis for our opinion.

/s/ RSM US LLP

We served as the Company's auditor from November 20, 2014 to June 5, 2020.

Atlanta, Georgia
March 30, 2020
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Priority Technology Holdings, Inc.

Consolidated Balance Sheets
As of December 31, 2020 and 2019

(in thousands, except share and per share amounts)

ASSETS
Current assets:
Cash
Restricted cash
Accounts receivable, net of allowances of $574 and $803, respectively
Prepaid expenses and other current assets
Current portion of notes receivable, net of allowances of $467 and $0, respectively
Settlement assets
Total current assets

Notes receivable, less current portion
Property, equipment and software, net
Goodwill

Intangible assets, net

Deferred income tax assets, net

Other non-current assets

Total assets

LIABILITIES AND STOCKHOLDERS' DEFICIT
Current liabilities:

Accounts payable and accrued expenses

Accrued residual commissions

Customer deposits and advance payments

Current portion of long-term debt

Settlement obligations

Total current liabilities

Long-term debt, net of current portion, discounts and deferred financing costs
Other non-current liabilities
Total non-current liabilities

Total liabilities

Commitments and contingencies

Stockholders' deficit:

Preferred stock, par value $0.001 per share; 100,000,000 authorized; zero shares issued and outstanding at
December 31, 2020 and 2019.

Common stock, par value of $0.001 per share; 1.0 billion shares authorized; 67,842,204 shares issued and
67,390,980 shares outstanding at December 31, 2020; and67,512,167 shares issued and 67,060,943 shares
outstanding at December 31, 2019.

Additional paid-in capital
Treasury stock, at cost (451,224 shares)
Accumulated deficit
Total deficit attributable to stockholders of Priority Technology Holdings, Inc.
Non-controlling interest
Total stockholders' deficit

Total liabilities and stockholders' deficit

See Notes to Consolidated Financial Statements
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December 31, 2020 December 31, 2019

$ 9,241 § 3,234
78,879 47,231

41,321 37,993

3,500 3,897

2,190 1,326

753 533

135,884 94,214

5,527 4,395

22,875 23,518

106,832 109,515

98,057 182,826

46,697 49,657

1,957 380

$ 417,829 $ 464,505
$ 29,821 $ 26,965
23,824 19,315

2,883 4,928

19,442 4,007

72,878 37,789

148,848 93,004

357,873 485,578

9,672 6,612

367,545 492,190

516,393 585,194

68 68

5,769 3,651
(2,388) (2,388)
(102,013) (127,674)
(98,564) (126,343)

— 5,654
(98,564) (120,689)

$ 417,829 $ 464,505
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Priority Technology Holdings, Inc.

Consolidated Statements of Operations
For the Years Ended December 31, 2020, 2019, and 2018

(in thousands, except per share amounts) Year Ended December 31,
2020 2019 2018
REVENUES $ 404,342  $ 371,854 $ 375,822
OPERATING EXPENSES:
Costs of services 277,374 252,569 269,284
Salary and employee benefits 39,507 42,214 38,324
Depreciation and amortization 40,775 39,092 19,740
Selling, general and administrative 25,825 30,795 32,081
Total operating expenses 383,481 364,670 359,429
Income from operations 20,861 7,184 16,393
OTHER INCOME (EXPENSE):
Interest expense (44,839) (40,653) (29,935)
Debt extinguishment and modification expenses (1,899) — (2,043)
Gain on sale of business, net 107,239 — —
Other income (expense), net 596 710 (4,741)
Total other income (expenses), net 61,097 (39,943) (36,719)
Income (loss) before income taxes 81,958 (32,759) (20,326)
Income tax expense (benefit) 10,899 830 (2,490)
Net income (loss) 71,059 (33,589) (17,836)
Less income attributable to redeemable and redeemed non-controlling interests (45,398) — —
Net income (loss) attributable to stockholders of Priority Technology Holdings, Inc. $ 25,661 $ (33,589) § (17,836)
Income (loss) per common share for stockholders of Priority Technology Holdings, Inc.:
Basic $ 038 § 0.50) $ (0.29)
Diluted $ 038 $ 0.50) $ (0.29)
‘Weighted-average common shares outstanding:
Basic 67,158 67,086 61,607
Diluted 67,263 67,086 61,607
PRO FORMA (C-corporation basis):
Pro forma income tax benefit (unaudited) $ (3,169)
Pro forma net loss (unaudited) $ (17,157)
Loss per common share: basic and diluted (unaudited) $ (0.28)

See Notes to Consolidated Financial Statements
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(in thousands)

Preferred Stock shares
Preferred Stock amount

Common Stock shares outstanding:
Beginning balance

Member redemptions
Pro-rata adjustments and forfeitures
Conversion of MI Acquisitions, Inc. shares
Founders' Shares
Vesting of share-based compensation
Common stock issued for business combinations
Warrant redemptions
Shares repurchased

Ending balance

Common Stock amounts outstanding:
Beginning balance
Member redemptions
Conversion of MI Acquisitions, Inc. shares
Vesting of share-based compensation
Warrant redemptions
Ending balance

Treasury Stock shares:
Beginning balance
Repurchases of common stock
Ending balance

Treasury Stock amounts:
Beginning balance
Repurchases of common stock
Ending balance

Additional Paid-In Capital:
Beginning balance
Distributions to members
Member redemptions
Equity-classified share-based compensation
Vesting of share-based compensation
Conversion of MI Acquisitions, Inc. shares
Founders' Shares
Recapitalization costs
Common stock issued for business combinations
Ending balance

Priority Technology Holdings, Inc.

Consolidated Statements of Changes in Stockholders' Deficit
For the Years Ended December 31, 2020, 2019, and 2018
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Year Ended December 31,
2020 2019 2018
— 3 _ _
67,061 67,038 73,110
— — (12,565)
— — (724)
— — 6,667
— — (175)
330 54 250
— — 475
— 420 —
— 451) —
67,391 67,061 67,038
68 $ 67 73
— — (13)
— — 7
(@) 1 (@)
_ (@) _
68 $ 68 67
451 — —
— 451 —
451 451 —
(2,388) $ — —
— (2,388) —
(2,388) $ (2,388) —
3,651 $ — —
— — (7,075)
— — (36,548)
2,118 3,652 1,063
(a) 1) —
— — 49,382
— — (2,118)
— — (9,704)
— — 5,000
5,769 $ 3,651 —
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Priority Technology Holdings, Inc.

Consolidated Statements of Changes in Stockholders' Deficit, continued
For the Years Ended December 31, 2020, 2019, and 2018

Year Ended December 31,
(in thousands) 2020 2019 2018
Accumulated Deficit:

Beginning balance $ (127,674) $ (94,085) $ (95,978)
Member redemptions — — (28,342)
Net deferred income tax asset related to loss of partnership status — — 47,485
Equity-classified shared-based compensation — — 586
Net income (loss) attributable to stockholders of Priority Technology Holdings, Inc. 25,661 (33,589) (17,836)

Ending balance $ (102,013) $ (127,674) $ (94,085)
Non-Controlling Interests (NClIs):
Beginning balance $ 5,654 $ — 3 —
Issuance of NCI in subsidiary — 5,654 —
Redemption of NCI in subsidiary (5,654) — —
Earnings attributable to redeemable and redeemed NCls 45,398 — —
Earnings distributed to redeemable and redeemed NCIs (45,398) — —
Ending balance $ — 3 5,654 $ —
Deficit attributable to stockholders of Priority Technology Holdings, Inc. $ 98,564) $ (126,343) $ (94,018)
NCIs — 5,654 —
Total stockholders' deficit balance $ (98,564) § (120,689) $ (94,018)

(a) Rounds to less than one thousand dollars.

See Notes to Consolidated Financial Statements
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Priority Technology Holdings, Inc.

Consolidated Statements of Cash Flows
For the Years Ended December 31, 2020, 2019, and 2018

Year Ended December 31,
(in thousands) 2020 2019 2018
Cash flows from operating activities:
Net income (loss) $ 71,059 $ (33,589) $ (17,836)
Adjustments to reconcile net income (loss) to net cash provided by operating activities:
Gain recognized on sale of business (107,239) — —
Transaction costs for sale of business (5,383) — —
Depreciation and amortization of assets 40,775 39,092 19,740
Equity-classified and liability-classified share-based compensation 2,430 3,652 1,649
Amortization of debt issuance costs and discounts 2,396 1,667 1,418
Equity in losses and impairment of unconsolidated entities 211 23 865
Deferred income tax expense (benefit) 5,905 (8,537) 2,871)
Change in allowance for deferred tax assets (2,945) 9,302 (66)
Change in fair value of warrant liability, net — — 3,458
Change in fair value of contingent consideration (360) (620) —
Write-off of deferred loan costs and discount 1,523 — —
Payment-in-kind interest 8,573 5,126 4,897
Impairment charges for intangible asset 1,753 — —
Other non-cash items, net 233 (831) 211
Change in operating assets and liabilities (net of business combinations and disposal):
Accounts receivable (5,160) (1,736) 8,180
Settlement assets and obligations, net 34,870 27,284 6,016
Prepaid expenses and other current assets 65 (1,230) 171
Notes receivable (2,230) (390) 4,862
Customer deposits and advance payments (2,045) 1,646 (1,571)
Accounts payable and other accrued liabilities 1,343 (1,061) 1,531
Other assets and liabilities, net 1,298 (434) 694
Net cash provided by operating activities 47,072 39,364 31,348
Cash flows from investing activities:
Sale of business 179,416 — —
Acquisitions of businesses — — (7,508)
Additions to property, equipment and software (7,461) (11,118) (10,562)
Notes receivable loan funding — (3,500) —
Acquisitions of intangible assets (5,559) (82,945) (90,858)
Other investing activity — (184) —
Net cash provided by (used in) investing activities 166,396 (97,747) (108,928)
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Priority Technology Holdings, Inc.

Consolidated Statements of Cash Flows, continued
For the Years Ended December 31, 2020, 2019, and 2018

Year Ended December 31,

(in thousands) 2020 2019 2018
Cash flows from financing activities:
Proceeds from issuance of long-term debt, net of issue discount — 69,650 126,813
Repayments of long-term debt (110,507) (3,828) (2,834)
Profit distributions to non-controlling interests of subsidiaries (45,398) — —
Redemption of non-controlling interest in subsidiary (5,654) — —
Borrowings under revolving line of credit 7,000 14,000 8,000
Repayments of borrowings under revolving line of credit (18,505) (2,500) (8,000)
Debt issuance and modification costs (paid) refunded (2,749) 83 (425)
Repurchases of common stock — (2,388) —
Distributions from equity — — (7,075)
Redemptions of equity interests — — (76,211)
Recapitalization proceeds — — 49,389
Redemption of warrants — — (12,701)
Recapitalization costs — — (9,704)
Net cash (used in) provided by financing activities (175,813) 75,017 67,252
Net increase (decrease) in cash and restricted cash 37,655 16,634 (10,328)
Cash and restricted cash at beginning of year 50,465 33,831 44,159
Cash and restricted cash at end of year $ 88,120 $ 50,465 $ 33,831
Reconciliation of cash and restricted cash:

Cash $ 9,241 $ 3,234 § 15,631

Restricted cash 78,879 47,231 18,200

Total cash and restricted cash $ 88,120 $ 50,465 $ 33,831

Supplemental cash flow information:

Cash paid for interest $ 33433 §$ 33,091 $ 23,350

Cash paid for income taxes, net of refunds $ 8,370 § — & =

Recognition of initial net deferred income tax asset $ — $ — 8 47,478
Non-cash investing and financing activities:

Payment-in-kind interest added to principal of debt obligations $ 8,573 § 5,126 $ 4,897

Purchases of property, equipment and software through accounts payable $ — 23§ 50

Payment of accrued contingent consideration for asset acquisition from offset of accounts receivable from

same entity $ 1,686 $ — 3 —

Intangible assets acquired by issuing non-controlling interest in a subsidiary $ — $ 5,654 § —

Accruals for asset acquisition contingent consideration $ 8332 § 2,133 § —

Notes receivable from sellers used as partial consideration for business acquisitions $ — $ — 8 560

Common stock issued as partial consideration in business acquisitions in Consumer Payments segment ~ $ — — 3 5,000

Cash consideration payable for business acquisition $ — $ — 8 184

See Notes to Consolidated Financial Statements
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

1. NATURE OF BUSINESS AND ACCOUNTING POLICIES

The Business

Headquartered in Alpharetta, Georgia, Priority Technology Holdings, Inc. and subsidiaries (together, the "Company") began operations in 2005 with a mission to build a
merchant inspired payments platform that would advance the goals of its customers and partners. Today, the Company is a leading provider of merchant acquiring and
commercial payment solutions, offering unique product capabilities to small and medium size businesses ("SMBs") and enterprises and distribution partners in the United
States. The Company operates from a purpose-built business platform that includes tailored customer service offerings and bespoke technology development, allowing the
Company to provide end-to-end solutions for payment and payment-adjacent needs.

The Company provides:

*  Consumer payments processing solutions for business-to-consumer ("B2C") transactions through independent sales organizations ("ISOs"), financial institutions,
independent software vendors ("ISVs"), and other referral partners. Our proprietary MX platform for B2C payments provides merchants a fully customizable suite of
business management solutions.

*  Commercial payments solutions such as automated vendor payments and professionally curated managed services to industry leading financial institutions and networks.
Our proprietary business-to-business ("B2B") Commercial Payment Exchange (CPX) platform was developed to be a best-in-class solution for buyer/supplier payment
enablement.

» Institutional services (also known as Managed Services) solutions that provide audience-specific programs for institutional partners and other third parties looking to
leverage the Company's professionally trained and managed call center teams for customer onboarding, assistance, and support, including marketing and direct-sales
resources.

* Integrated partners solutions for ISVs and other third-parties that allow them to leverage the Company's core payments engine via robust application program interfaces
("APIs") resources and high-utility embeddable code.

*  Consulting and development solutions focused on the increasing demand for integrated payments solutions for transitioning to the digital economy.

The Company provides its services throughthree reportable segments: (1) Consumer Payments, (2) Commercial Payments, and (3) Integrated Partners. For additional
information about our reportable segments, see Note 18, Segment Information.

To provide many of its services, the Company enters into agreements with payment processors which in turn have agreements with multiple card associations. These card
associations comprise an alliance aligned with insured financial institutions ("member banks") that work in conjunction with various local, state, territory, and federal
government agencies to make the rules and guidelines regarding the use and acceptance of credit and debit cards. Card association rules require that vendors and processors be
sponsored by a member bank and register with the card associations. The Company has multiple sponsorship bank agreements and is itself a registered ISO with Visa®. The
Company is also a registered member service provider with MasterCard®. The Company's sponsorship agreements allow the capture and processing of electronic data in a
format to allow such data to flow through networks for clearing and fund settlement of merchant transactions.

Corporate History and Recapitalization

MI Acquisitions, Inc. ("MI Acquisitions") was incorporated under the laws of the state of Delaware as a special purpose acquisition company ("SPAC") whose objective was to
acquire, through a merger, share exchange, asset acquisition, stock purchase, recapitalization, reorganization or other similar business combination, one or more businesses or
entities. MI Acquisitions completed an initial public offering ("IPO") in September 2016, and MI Acquisitions' common stock began trading on The Nasdaq Capital Market
with the symbol MACQ. In addition, MI Acquisitions completed a private placement to
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certain initial stockholders of MI Acquisitions. MI Acquisitions received gross proceeds of approximately $54.0 million from the IPO and private placement.

On July 25, 2018, MI Acquisitions acquired all of the outstanding member equity interests of Priority Holdings, LLC ("Priority") in exchange for the issuance of MI
Acquisitions' common stock (the "Business Combination") from a private placement. As a result, Priority, which was previously a privately-owned company, became a wholly-
owned subsidiary of MI Acquisitions. Simultaneously with the Business Combination, MI Acquisitions changed its name to Priority Technology Holdings, Inc. and its common
stock began trading on The Nasdaq Global Market with the symbol PRTH.

As a SPAC, MI Acquisitions had substantially no business operations prior to July 25, 2018. For financial accounting and reporting purposes under accounting principles
generally accepted in the United States ("U.S. GAAP"), the acquisition was accounted for as a "reverse merger," with no recognition of goodwill or other intangible assets.
Under this method of accounting, MI Acquisitions was treated as the acquired entity whereby Priority was deemed to have issued common stock for the net assets and equity of
MI Acquisitions consisting mainly of cash of $49.4 million, accompanied by a simultaneous equity recapitalization (the "Recapitalization") of Priority. The net assets of MI
Acquisitions are stated at historical cost and, accordingly, the equity and net assets of the Company have not been adjusted to fair value. As of July 25, 2018, the consolidated
financial statements of the Company include the combined operations, cash flows, and financial positions of both MI Acquisitions and Priority. Prior to July 25, 2018, the
results of operations, cash flows, and financial position are those of Priority. The units and corresponding capital amounts and earnings per unit of Priority prior to the
Recapitalization have been retroactively revised as shares reflecting the exchange ratio established in the Recapitalization.

The Company's President, Chief Executive Officer and Chairman controls a majority of the voting power of the Company's outstanding common stock. As a result, the
Company is a "controlled company" within the meaning of the corporate governance standards of the Nasdaq Stock Market, LLC ("Nasdaq").

Emerging Growth Company

The Company is an "emerging growth company" (EGC), as defined in the Jumpstart Our Business Startups Act of 2012 ("JOBS Act"). The Company may remain an EGC until
December 31, 2021. However, if the Company's non-convertible debt issued within a rolling three-year period or if its revenue for any year exceeds $1.07 billion, the Company
would cease to be an EGC immediately, or the market value of its common stock that is held by non-affiliates exceeds $700.0 million on the last day of the second quarter of
any given year, the Company would cease to be an EGC as of the beginning of the following year. As an EGC, the Company is not required to comply with the auditor
attestation requirements of Section 404 of the Sarbanes-Oxley Act of 2002. Additionally, the Company as an EGC may continue to elect to delay the adoption of any new or
revised accounting standards that have different effective dates for public and private companies until those standards apply to private companies. As such, the Company's
financial statements may not be comparable to companies that comply with public company effective dates.

Basis of Presentation and Consolidation

The accompanying consolidated financial statements include those of the Company and its controlled subsidiaries. All intercompany accounts and transactions have been
eliminated upon consolidation. Investments in unconsolidated affiliated companies are accounted for under the equity method and are included in "Other non-current assets" in
the accompanying consolidated balance sheets. The Company generally utilizes the equity method of accounting when it has an ownership interest of between 20% and 50% in
an entity, provided the Company is able to exercise significant influence over the investee's operations.

Use of Estimates

The preparation of consolidated financial statements in conformity with U.S. GAAP requires management to make estimates and assumptions that affect the reported amounts
of assets and liabilities and disclosure of contingent assets and liabilities at the date of the consolidated financial statements and the reported amounts of revenues and expenses
during the reported period. Actual results could materially differ from those estimates.
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Components of Revenues and Expenses
Revenues

See Note 3, Revenue, for information about our revenue.

Costs of Services

Costs of services primarily consist of residual payments to ISOs and other direct costs of providing payment services. The residual payments represent commissions paid to
ISOs and are generally based upon a percentage of the net revenues generated from merchant transactions. Other costs of services consist of third-party costs related to the
Company's commercial payment services, ACH processing services, salaries that are reimbursed under cost-plus business process outsourcing services, and the cost of
equipment (point of sale terminals).
Selling, General and Administrative

Selling, general and administrative expenses include mainly professional services, advertising, rent,office supplies, software licenses, utilities, state and local franchise and
sales taxes, litigation settlements, executive travel, insurance, and expenses related to the Business Combination.

Interest Expense

Interest expense consists of interest on outstanding debt and amortization of deferred financing costs and original issue discounts.

Other, net

Other, net is composed of interest income, changes in fair value of warrant liabilities, and equity in losses and impairment of unconsolidated entities. Interest income consists
mainly of interest received pursuant to notes receivable from independent sales agents and another entity (see Note 6, Notes Receivable). Equity in loss and impairment of
unconsolidated entities consists of the Company's share of the income or loss of its equity method investment as well as any impairment charges related to such investments. At

December 31, 2020, the Company no longer has any investments that are accounted for under the equity method. Changes in fair value of warrant liability relates to a warrant
that was fully redeemed in 2018.

Debt Extinguishment and Modification Expenses

Debt extinguishment expenses represents the write-offs of unamortized deferred financing costs and original issue discount relating to the extinguishment, including partial
extinguishment, of debt. Debt modification expenses represents amounts paid to third parties to modify existing debt agreements when those amounts are not eligible for
capitalization.

Earnings Attributable to Redeemable and Redeemed Non-Controlling Interests

Represents the earnings and gains that are attributable to the non-controlling equity interests of certain of the Company's consolidated subsidiaries based on the operating
agreements of the subsidiaries. See the "Non-Controlling" section under the following header for "Significant Accounting Policies."

Net Income (Loss) Attributable to Stockholders of Priority Technology Holdings, Inc.
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Represents the net income or loss attributable to the stockholders of Priority Technology Holdings, Inc. after subtracting earnings, gains, or losses of consolidated subsidiaries
that are attributable to the non-controlling equity interests of the subsidiaries.

Comprehensive Income (Loss)

Comprehensive income (loss) represents the sum of net income (loss) and other amounts that are not included in the consolidated statement of operations as the amounts have
not been realized. For the years ended December 31, 2020, 2019, and 2018, there were no differences between the Company's net income (loss) and comprehensive income
(loss). Therefore, no separate Statements of Other Comprehensive Income (Loss) are included in the financial statements for the reporting periods.

Significant Accounting Policies

Revenue Recognition

The Company recognizes revenue when it satisfies a performance obligation by transferring a service or good to the customer in an amount to which the Company expects to be
entitled (i.e., transaction price) allocated to the distinct services or goods.

The Company uses the 5-step model in ASC 606 to determine when and how much revenue to recognize:

Step 1 - Identify the contract with the customer

Step 2 - Identify the performance obligation

Step 3 - Determine the transaction price

Step 4 - Allocate the transaction price to the performance obligation

Step 5 - Recognize revenue when (or as) the Company satisfies the performance obligation
Instead of evaluating each contract with a customer on an individual basis, the Company elects the permitted practical expedient that allows it to use the portfolio approach for
many of its contracts since this approach’s impact on the financial statements, when applied to a group of contracts (or performance obligations) with similar characteristics, is

not materially different from the impact of applying the revenue standard on an individual contract basis. Under the portfolio practical expedient, collectability is still assessed
at the individual contract level when determining if a contract exists.

Deferred revenues are not material for any reporting period.

The Company's reportable segments are organized by services the Company provides through distinct business units. Set forth below is a description of the Company's revenue
recognition polices by segment.

Consumer Payments -Revenue in this segment represents merchant card fee revenues, which involves promises to the customer for services related to the electronic
authorization, acceptance, processing, and settlement of credit, debit and electronic benefit payment transactions through the payment networks. Merchants, who are the
Company’s customers, are charged rates which are based on various factors, including the type of bank card, card brand, merchant charge volume, the merchant's industry and
the merchant's risk profile. Typically, revenues generated from these transactions are based on a variable percentage of the dollar amount of each transaction, and in some
instances, additional fees are charged for each transaction. The Company's merchant contracts involve three parties: the Company, the merchant and the sponsoring bank. The
Company's sponsoring banks collect the gross merchant discount from the card holder’s issuing bank, pay the interchange fees and assessments to the payment networks and
credit card associations, retain their fees, and pay to the Company the remaining amount which represents the Company's revenue. The Company recognizes its revenue net of
the amounts retained by these third parties. The
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Company incurs internal costs and costs of other third parties related to processing services. Merchant customers may also be charged miscellaneous fees, including statement
fees, annual fees, and monthly minimum fees, fees for handling chargebacks, gateway fees and fees for other miscellaneous services.

Commercial Payments - This segment provides business-to-business ("B2B") automated payment services for customers, including virtual payments, purchase cards, electronic
funds transfers, ACH payments, and check payments. Revenues are generally earned on a per-transaction basis and are recognized by the Company net of certain third-party
costs for interchange fees, assessments to the payment networks, credit card associations, and sponsor bank fees. In this segment, a portion of the revenue is rebated to certain
customers, and these rebates are reported as a reduction of revenue. Additionally, this segment provides outsourced business process services by providing a sales force to
certain enterprise customers. Such business process services are provided on a cost-plus fee arrangement and revenue is recognized to the extent of billable rates times hours
worked and other reimbursable costs incurred. For most performance obligations associated with outsourced services that are satisfied over time, the Company applies the
permitted practical expedient known as the “invoice practical expedient” that allows the Company to recognize revenue in the amount of consideration to which the Company
has the right to invoice when that amount corresponds directly to the value transferred to the customer.

Integrated Partners - The Integrated Partners segment earns revenue by providing services for payment-adjacent technologies that facilitate the acceptance of electronic
payments from customers who conduct business in the rental real estate, rental storage, medical, and hospitality industries. A substantial portion of this segment’s revenues are
earned as an agent of a third party, and therefore this earned revenue is reported as a net amount within revenue.

Cash and Restricted Cash

Cash includes cash held at financial institutions that is owned by the Company. Restricted cash is held by the Company in financial institutions for the purpose of in-process
customer settlements or reserves held per contact terms.

Accounts Receivable

Accounts receivable are stated net of allowance for doubtful accounts and are amounts primarily due from the Company's sponsor banks for revenues earned, net of related
interchange and processing fees, and do not bear interest. Other types of accounts receivable are from agents, merchants and other customers. Amounts due from sponsor banks
are typically paid within 30 days following the end of each month.

Allowance for Doubtful Accounts Receivable and Notes Receivable

The Company records an allowance for doubtful accounts and/or notes receivable when it is probable that the account receivable balance or the note receivable balance will not
be collected, based upon loss trends and an analysis of individual accounts. Accounts receivable and notes receivable are written off when deemed uncollectible. Recoveries of
accounts receivable and notes receivable, if any, previously written off are recognized when received. The allowance for doubtful accounts was $0.6 million and $0.8 million at
December 31, 2020 and 2019, respectively. The allowance for doubtful notes receivable was $0.5 million and zero at December 31, 2020 and 2019, respectively.

Customer Deposits and Advance Payments

The Company may receive cash payments from certain customers and vendors that require future performance obligations by the Company. Amounts associated with
obligations expected to be satisfied within one year are reported in Customer deposits and advance payments on the Company's consolidated balance sheets and amounts
associated with obligations expected to be satisfied after one year are reported as a component of Other non-current liabilities on the Company's consolidated balance sheets.
These payments are subsequently recognized in the Company's consolidated statements of operations when the Company satisfies the performance obligations required to retain
and earn these deposits and advance payments.

A vendor may make an upfront payment to the Company to offset costs that the Company incurs to integrate the vendor into the Company’s operations. These upfront payments
are deferred by the Company and are subsequently amortized against expense
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in its statement of operations as the related costs are incurred by the Company in accordance with the agreement with the vendor.

Property and Equipment, Including Leases

Property and equipment are stated at cost, except for property and equipment acquired in a merger or business combination, which is recorded at fair value at the time of the
transaction. Depreciation is calculated using the straight-line method over the estimated useful lives of the assets.

The Company has multiple operating leases related to office space. Operating leases do not involve transfer of risks and rewards of ownership of the leased asset to the lessee,
therefore the Company expenses the costs of its operating leases. The Company may make various alterations (leasehold improvements) to the office space and capitalize these
costs as part of property and equipment. Leasehold improvements are generally amortized on a straight-line basis over the useful life of the improvement or the term of the
lease, whichever is shorter.

Expenditures for repairs and maintenance which do not extend the useful life of the respective assets are charged to expense as incurred. Expenditures that increase the value or
productive capacity of assets are capitalized. At the time of retirements, sales, or other dispositions of property and equipment, the original cost and related accumulated
depreciation are removed from the respective accounts, and the gains or losses are presented as a component of income or loss from operations.

Costs Incurred to Develop Software for Internal Use

Costs incurred to develop computer software for internal use are capitalized once: (1) the preliminary project stage is completed, (2) management authorizes and commits to
funding a specific software project, and (3) it is probable that the project will be completed and the software will be used to perform the function intended. Costs incurred prior
to meeting the qualifications are expensed as incurred. Capitalization of costs ceases when the project is substantially complete and ready for its intended use. Post-
implementation costs related to the internal use computer software, are expensed as incurred. Internal use software development costs are amortized using the straight-line
method over its estimated useful life which generally ranges from three to five years. Software development costs may become impaired in situations where development efforts
are abandoned due to the viability of the planned project becoming doubtful or due to technological obsolescence of the planned software product. For the years ended
December 31, 2020, 2019, and 2018, there was no impairment associated with internal use software. For the years ended December 31, 2020, 2019, and 2018, the Company
capitalized software development costs of $7.1 million, $8.2 million, and $6.7 million, respectively. As of December 31, 2020 and 2019, capitalized software development
costs, net of accumulated amortization, totaled $16.4 million and $14.9 million, respectively, and is included in property, equipment, and software, net on the consolidated
balance sheets. Amortization expense for capitalized software development costs for the years ended December 31, 2020, 2019, and 2018 was $5.3 million, $4.1 million, and
$2.6 million, respectively, and are included in depreciation and amortization in the accompanying consolidated statements of operations.

Settlement Assets and Obligations

Settlement processing assets and obligations recognized on the Company's consolidated balance sheet represent intermediary balances arising in the Company's settlement
process for merchants and other customers. See Note 5, Settlement Assets and Obligations.

Debt Issuance and Modification Costs

Eligible debt issuance costs associated with the Company's credit facilities are deferred and amortized to interest expense over the term of the related debt using the effective
interest method. Debt issuance costs associated with Company's term debt are presented on the Company's consolidated balance sheets as a direct reduction in the carrying value
of the associated debt liability.

Business Combinations

The Company uses the acquisition method of accounting for business combinations which requires assets acquired and liabilities assumed to be recognized at their fair values on
the acquisition date. Goodwill represents the excess of the purchase
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price over the fair value of the net assets acquired. The fair values of the assets acquired and liabilities assumed are determined based upon the valuation of the acquired business
and involves making significant estimates and assumptions based on facts and circumstances that existed as of the acquisition date. The Company uses a measurement period
following the acquisition date to gather information that existed as of the acquisition date that is needed to determine the fair value of the assets acquired and liabilities assumed.
The measurement period ends once all information is obtained, but no later than one year from the acquisition date.

Non-Controlling Interests

The Company issued non-voting profit-sharing interests inthree of its subsidiaries that were formed in 2018 or 2019 to acquire the operating assets of certain businesses (see
Note 4, Asset Acquisitions, Asset Contributions, and Business Combinations). The Company is the majority owner of these subsidiaries and therefore the profit-sharing interests
are deemed to be non-controlling interests ("NCI").

To estimate the initial fair value of a profit-sharing interest, the Company utilized future cash flow scenarios with focus on those cash flow scenarios that could result in future
distributions to the NCIs. Profits or losses are attributed to an NCI based on the hypothetical-liquidation-at-book-value method that utilizes the terms of the profit-sharing
agreement between the Company and the NCls.

As the majority owner, the Company has call rights on the profit-sharing interests issued to the NCIs. These call rights can be executed only under certain circumstances and
execution is always voluntary at the Company's discretion. The call rights do not meet the definition of a free-standing financial instrument or derivative, thus no separate
accounting is required for these call rights.

Based on the LLC agreements for these three subsidiaries, in certain instances the NClIs are entitled to certain earnings of the respective subsidiary. Prior to 2020, no earnings
were attributable to any NCIs. All material earnings attributable to the NCIs for the year ended December 31, 2020 were simultaneously distributed to the NClIs.

As disclosed inNote 2, Disposal of Business, the NCIs of one of these subsidiaries, Priority Real Estate Technology, LLC, were fully redeemed during the year ended
December 31, 2020. At December 31, 2020, the NCIs of one of the other subsidiaries, Priority PayRight Health Solutions, LLC, have also been fully redeemed and only one of
the subsidiaries, Priority Hospitality Technology, LLC, has NCIs at December 31, 2020. See Note 4, Asset Acquisitions, Asset Contributions, and Business Combinations.

Goodwill

The Company tests goodwill for impairment for its reporting units on an annual basis, or when events occur or circumstances indicate the fair value of a reporting unit is below
its carrying value. If the fair value of a reporting unit is less than its carrying value, an impairment loss is recorded to the extent that implied fair value of the goodwill within the
reporting unit is less than its carrying value. See Note 7, Goodwill and Other Intangible Assets.

Other Intangible Assets

Other Intangible assets are initially recorded at cost upon acquisition by the Company. The carrying value of an intangible asset acquired in an asset acquisition may be
subsequently increased for contingent consideration when due to the seller and such amounts can be estimated. The portion of any unpaid purchase price that is contingent on
future activities is not initially recorded by the Company on the date of acquisition. Rather, the Company recognizes contingent consideration when it becomes probable and
estimable. All of the Company's intangible assets, except Goodwill, have finite lives and are subject to amortization. Intangible assets consist of acquired merchant portfolios,
customer relationships, ISO relationships, residual buyouts, trade names, technology, and non-compete agreements.
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Merchant portfolios

Merchant portfolios consist of the acquired rights to a portfolio of merchants such as those acquired fromDirect Connect Merchant Services, LLC, and YapStone, Inc. The
Company amortizes the cost of its acquired merchant portfolios over their estimated useful lives, which generally range from five years to six years using a straight-line
amortization method.

Customer Relationships

Customer relationships represent the cost of the acquired customer relationship, which typically consists of a portfolio of merchants or contracted business relationships. The
Company amortizes the cost of its acquired customer relationships over their estimated useful lives, which generally range from 10 years to 15 years, using either a straight-line
or an accelerated amortization method that most accurately reflects the pattern in which the economic benefits of the respective asset is consumed.

ISO Relationships

ISO relationships represent the cost of acquired relationships with ISOs. The Company amortizes the cost of its acquired ISO relationships over their estimated useful lives,
which generally range from 11 years to25 years, using an accelerated amortization method that most accurately reflects the pattern in which the economic benefits of the
respective asset is consumed.

Residual Buyouts

Most of the Company's merchant customers in its Consumer Payments reportable segment are associated with independent ISOs, and these ISOs typically have a right to
receive commissions from the Company based on the revenue earned by the associated merchants. The Company may occasionally decide to pay an ISO an agreed-upon
amount in exchange for the ISO's surrender of its right to receive future commissions from the Company. The amount that the Company pays for these residual buyouts is
capitalized and subsequently amortized over the expected life of the underlying merchant relationships. These amortization periods generally range between 1 year and 9 years
and the Company uses either a straight-line or an accelerated amortization method that most accurately reflects the pattern in which the economic benefits of the respective asset
is consumed.

Technology

Technology intangible assets represent acquired technology, such as proprietary software and website domains. The Company amortizes the cost of acquired technology over
their estimated useful lives, which generally range between 6 years and 7 years, using a straight-line amortization method that most accurately reflects the pattern in which the
economic benefits of the respective asset is consumed.

Trade Names and Non-Compete Agreements

These intangible assets are amortized over their estimated useful lives, which generally ranging betweenS years and 12 years, using a straight-line amortization method. All
non-compete agreements were fully amortized at December 31, 2020 and 2019.

Impairment of Long-lived Assets

The Company reviews its long-lived assets for impairment whenever events or changes in circumstances indicate the carrying amount of an asset may not be recoverable. For
long-lived assets, except goodwill, an impairment loss is indicated when the undiscounted future cash flows estimated to be generated by the asset group are not sufficient to
recover the unamortized balance of the asset group. If indicated, the loss is measured as the excess of carrying value over the asset groups' fair value, as determined based on
discounted future cash flows. The Company concluded there were no indications of impairment for the years ended December 31, 2019 and 2018. For the year ended December
31, 2020, the Company recognized impairment charges of $1.8 million for a residual buyout intangible asset. SeeNote 7, Goodwill and Other Intangible Assets.
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Accrued Residual Commissions

Accrued residual commissions consist of amounts due to independent sales organizations ("ISOs") and independent sales agents based on a percentage of the net revenues
generated from the Company's merchant customers. Percentages vary based on the program type and transaction volume of each merchant. Residual commission expenses were
$240.2 million, $213.8 million, and $230.2 million, respectively, for the years ended December 31, 2020, 2019 and 2018, and are included in costs of services in the
accompanying consolidated statements of operations.

ISO Deposit and Loss Reserve

ISOs may partner with the Company in an executive partner program in which ISOs are given negotiated pricing in exchange for bearing risk of loss. Through the arrangement,
the Company accepts deposits on behalf of the ISO and a reserve account is established by the Company. All amounts maintained by the Company are included in the
accompanying consolidated balance sheets as other liabilities, which are directly offset by restricted cash accounts owned by the Company.

Share-Based Compensation

The Company recognizes the cost resulting from all share-based payment transactions in the financial statements at grant date fair value. Share-based compensation expense is
recognized over the requisite service period and is reflected in salary and employee benefits expense on the Company's consolidated statements of operations. Awards generally
vest over two or three years and may not vest evenly over the vesting period. The effects of forfeitures are recognized as they occur.

The Company measures a liability award under a share-based payment arrangement based on the award’s fair value remeasured at each reporting date until the date of
settlement. Compensation cost for each period until settlement is based on the change (or a portion of the change, depending on the percentage of the requisite service that has
been rendered at the reporting date) in the fair value of the instrument for each reporting period.

Stock options

Under the Company's 2018 Equity Incentive Plan, the Company determines the fair value of stock options using the Black-Scholes option pricing model, which requires the use
of the following subjective assumptions:

Expected Volatility - Measure of the amount by which a stock price has fluctuated or is expected to fluctuate. Due to the relatively short amount of time that the Company's
common stock (Nasdaq: PRTH) has traded on a public market, the Company uses volatility data for the common stocks of a peer group of comparable public companies. An
increase in the expected volatility will increase the fair value of the stock option and related compensation expense.

Risk-free interest rate - U.S. Treasury rate for a stripped-principal treasury note as of the grant date having a term equal to the expected term of the stock option. An increase in
the risk-free interest rate will increase the fair value of the stock option and related compensation expense.

Expected term - Period of time over which the stock options granted are expected to remain outstanding. As a newly-public company, the Company lacks sufficient exercise
information for its stock option plan. Accordingly, the Company uses a method permitted by the Securities and Exchange Commission ("SEC") whereby the expected term is
estimated to be the mid-point between the vesting dates and the expiration dates of the stock option grants. An increase in the expected term will increase the fair value of the
stock option and the related compensation expense.

Dividend yield - The Company used an amount of zero as the Company has paid no cash or stock dividends and does not anticipate doing so in the foreseeable future. An
increase in the dividend yield will decrease the fair value of the stock option and the related compensation expenses.

Time-Based Restricted Stock Awards
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The fair value of time-based restricted stock awards is determined based on the quoted closing price of the Company's common stock on the date of grant and is recognized as
compensation expense over the vesting term of the awards.

Performance-Based Restricted Stock Awards

The Company accounts for its performance-based restricted equity awards based on the quoted closing price of the Company's common stock on the date of grant, adjusted for
any market-based vesting criteria, and records shared-based compensation expense over the vesting term of the awards based on the probability that the performance criteria will
be achieved. The performance goals may be work-related goals for the individual recipient and/or based on certain corporate performance goals. The Company reassesses the
probability of vesting at each reporting period and prospectively adjusts share-based compensation expense based on its probability assessment. Additionally, if performance
goals are set or reset on an annual basis, compensation cost is recognized in any reporting period only for performance-based RSU awards in which the performance goals have
been established and communicated to the award recipient.

Repurchased Stock

Pursuant to the provisions of ASC 505-30, Treasury Stock, the Company has elected to apply the cost method when accounting for treasury stock resulting from the repurchase
of its common stock. Under the cost method, the gross cost of the shares reacquired is charged to a contra equity account labeled Treasury Stock. The equity accounts that were
originally credited for the original share issuance, common stock and additional paid-in capital, remain intact. See Note 14, Stockholders' Deficit.

If the treasury shares are ever reissued in the future, proceeds in excess of repurchased cost will be credited to additional paid-in capital. Any deficiency will be charged to
retained earnings (accumulated deficit), unless additional paid-in capital from previous treasury stock transactions exists, in which case the deficiency will be charged to that
account, with any excess charged to retained earnings (accumulated deficit). If treasury stock is reissued in the future, a cost flow assumption (e.g., FIFO, LIFO, or specific
identification) will be adopted to compute excesses and deficiencies upon subsequent share reissuance.

Earnings (Loss) Per Share

Basic earnings (loss) per share ("EPS") is computed by dividing net income (loss) available to common stockholders by the weighted-average number of shares of common
stock outstanding during the period, excluding the effects of any potentially dilutive securities. Diluted EPS gives effect to the potential dilution, if any, that could occur if
securities or other contracts to issue common stock were exercised or converted into common stock, using the more dilutive of the two-class method or if-converted method.
Diluted EPS excludes potential shares of common stock if their effect is anti-dilutive. If there is a net loss in any period, basic and diluted EPS are computed in the same
manner.

The two-class method determines net income (loss) per common share for each class of common stock and participating securities according to dividends declared or
accumulated and participation rights in undistributed earnings. The two-class method requires income available to common shareholders for the period to be allocated between
common stock and participating securities based upon their respective rights to receive dividends as if all income for the period had been distributed. Prior to redemption in July
2018, the Goldman Sachs warrants were deemed to be participating securities because they had a contractual right to participate in non-forfeitable dividends on a one-for-one
basis with the Company's common stock. Accordingly, the Company applied the two-class method for EPS when computing net income (loss) per common share. For periods
beginning after September 30, 2018, EPS using the two-class method is no longer required due to the redemption of the Goldman Sachs warrant. See Note 10, Long-term Debt
and Warrant Liability.

Income Taxes

Prior to July 25, 2018, Priority was a "pass-through" entity for income tax purposes and had no material income tax accounting reflected in its financial statements since taxable
income and deductions were "passed through" to Priority's unconsolidated owners. As a limited liability company, Priority Holdings, LLC elected to be treated as a partnership
for the purpose of filing income tax returns, and as such, the income and losses of Priority Holdings, LLC flowed through to its members. Accordingly,
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no provisions for federal and most state income taxes was provided in the consolidated financial statements. However, periodic distributions were made to members to cover
company-related tax liabilities.

MI Acquisitions was a taxable "C-Corp" for income tax purposes. As a result of Priority's acquisition by MI Acquisitions, the combined Company is now a taxable "C-Corp"
that reports all of Priority's income and deductions for income tax purposes. Accordingly, subsequent to July 25, 2018, the consolidated financial statements of the Company
reflect the accounting for income taxes in accordance with Financial Accounting Standards Board 's ("FASB") Accounting Standards Codification ("ASC") 740, Income Taxes
("ASC 740").

The Company accounts for income taxes under the asset and liability method. Under this method, deferred tax assets and liabilities are determined based on differences between
financial reporting and tax bases of assets and liabilities and are measured using enacted tax rates and laws that are expected to be in effect when the differences are expected to
be recovered or settled. Realization of deferred tax assets is dependent upon future taxable income. A valuation allowance is recognized if it is more likely than not that some
portion or all of a deferred tax asset will not be realized based on the weight of available evidence, including expected future earnings.

The Company recognizes an uncertain tax position in its financial statements when it concludes that a tax position is more likely than not to be sustained upon examination
based solely on its technical merits. Only after a tax position passes the first step of recognition will measurement be required. Under the measurement step, the tax benefit is
measured as the largest amount of benefit that is more likely than not to be realized upon effective settlement. This is determined on a cumulative probability basis. The full
impact of any change in recognition or measurement is reflected in the period in which such change occurs. The Company recognized interest and penalties associated with
uncertain tax positions as a component of income tax expense.

Fair Value Measurements

The Company measures certain assets and liabilities at fair value. Fair value is defined as the exchange price that would be received for an asset or paid to transfer a liability (an
exit price) in the principal or most advantageous market for the asset or liability in an orderly transaction between market participants at the measurement date. The Company
uses a three-level fair value hierarchy to prioritize the inputs used to measure fair value and maximizes the use of observable inputs and minimizes the use of unobservable
inputs. The three levels of inputs used to measure fair value are as follows:

Level 1 — Quoted market prices in active markets for identical assets or liabilities as of the reporting date.

Level 2 — Observable market-based inputs or unobservable inputs that are corroborated by market data.

Level 3 — Unobservable inputs that are not corroborated by market data.

The fair values of the Company's merchant portfolios, assets and liabilities acquired in mergers and business combinations, and contingent consideration are primarily based on
Level 3 inputs and are generally estimated based upon valuation techniques that include discounted cash flow analysis based on cash flow projections and, for years beyond the
projection period, estimates based on assumed growth rates. Assumptions are also made regarding appropriate discount rates, perpetual growth rates, and capital expenditures,
among others. In certain circumstances, the discounted cash flow analysis is corroborated by a market-based approach that utilizes comparable company public trading values

and, where available, values observed in public market transactions.

The carrying values of accounts and notes receivable, accounts payable and accrued expenses, long-term debt and cash, including settlement assets and the associated deposit
liabilities approximate fair value due to either the short-term nature of such instruments or the fact that the interest rate of the debt is based upon current market rates.

New Accounting and Reporting Standards
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Prior to July 25, 2018, Priority was defined as a non-public entity for purposes of applying transition guidance related to new or revised accounting standards under U.S. GAAP,
and as such was typically required to adopt new or revised accounting standards subsequent to the required adoption dates that applied to public companies. MI Acquisitions
was classified as an EGC. Subsequent to the Business Combination, the Company will cease to be an EGC no later than December 31, 2021. The Company will maintain the
election available to an EGC to use any extended transition period applicable to non-public companies when complying with a new or revised accounting standards. Therefore,
as long as the Company retains EGC status, the Company can continue to elect to adopt any new or revised accounting standards on the adoption date (including early adoption)
required for a private company.

Accounting Standards Adopted in 2020
Disclosures for Fair Value Measurements (ASU 2018-13)

On January 1, 2020, the Company adopted Accounting Standards Update ("ASU") No. 2018-13, Fair Value Measurement (Topic 820): Disclosure Framework — Changes to
the Disclosure Requirements for Fair Value Measurement ("ASU 2018-13"). ASU 2018-13 eliminated, added, and modified certain disclosure requirements for fair value
measurements as part of the Financial Accounting Standards Board's ("FASB") disclosure framework project. Certain amendments must be applied prospectively while others
are applied on a retrospective basis to all periods presented. As disclosure guidance, the adoption of this ASU had no effect on the Company's results of operations, financial
position, or cash flows for the year ended December 31, 2020. Note 17, Fair Value, reflects the disclosure provisions of ASU 2018-13.

Share-Based Payments to Non-Employees (ASU 2018-07)

In June 2018, the FASB issued ASU 2018-07, Share-based Payments to Non-Employees, to simplify the accounting for share-based payments to non-employees by aligning it
with the accounting for share-based payments to employees, with certain exceptions. As an EGC, the ASU was effective for the Company's annual reporting period that began
on January 1, 2020 and will be effective for interim periods beginning first quarter of 2021. The adoption of ASU 2018-07 had no material effect on the Company's results of
operations, financial position, or cash flows for the year ended December 31, 2020.

Share-Based Payments to Customers (ASU 2019-08)

In November 2019, the FASB issued ASU 2019-08, Stock Compensation and Revenue from Contracts with Customers ("ASU 2019-08"). ASU 2019-08 applies to share-based
payments granted in conjunction with the sale of goods and services to a customer that are not in exchange for a distinct good or service. Entities apply ASC 718 to measure and
classify share-based sales incentives, and reflect the measurement of such incentives, as a reduction of the transaction price and also recognize such incentives in accordance
with the guidance in ASC 606 on consideration payable to a customer. Entities that receive distinct goods or services from a customer account for the share-based payment in
the same manner as they account for other purchases from suppliers (i.e., by applying the guidance in ASC 718). Any excess of the fair-value-based measure of the share-based
payment award over the fair value of the distinct goods or services received is reflected as a reduction to the transaction price and recognized in accordance with the guidance in
ASC 606 on consideration payable to a customer. ASU 2019-08 was effective for the Company at the same time it adopted ASU 2018-07, which was for its annual reporting
period that began January 1, 2020 and will be effective for interim periods beginning first quarter 2021. The adoption of ASU 2018-07 had no material effect on the Company's
results of operations, financial position, or cash flows for the year ended December 31, 2020.

Accounting Standards Adopted in 2019
Revenue Recognition (ASC 606) and Related Costs to Obtain or Fulfill a Contracts with Customers (ASC 340-40)

For the annual reporting period that beganon January 1, 2019, the Company adopted ASU 2014-09 and the other clarifications and technical guidance issued by the Financial
Accounting Standards Board ("FASB") related to this new revenue standard that
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have been collectively codified in ASC 606, Revenue from Contracts with Customers, and the related ASC Subtopic 340-40, Other Assets and Deferred Costs - Contracts with
Customers, (together, "ASC 606"). As an emerging growth company, the Company adopted ASC 606 under the extended transition provisions available to a non-public business
entity. Accordingly, the Company was not required to report under the new standards until the Company’s annual reporting period for the year ended December 31, 2019.

In reporting the effects of the adoption of ASC 606 in its consolidated financial statements and related disclosures, the Company elected the full retrospective transition method.
Under this method, all annual periods presented herein in these consolidated financial statements and related disclosures have been retrospectively recasted to reflect the
provisions of ASC 606. In connection with the Company’s evaluation and adoption of ASC 606, the classification of certain transactions previously presented in revenue at their
gross amounts were re-evaluated under the principal-agent guidance were retrospectively recasted within the Company’s statements of operations to a net presentation. There
were no other adjustments as the result of the adoption of ASC 606 and, accordingly, no adjustment was required to the Company’s beginning retained earnings (deficit) at
January 1, 2017 to reflect the cumulative effect of initially applying the new standards. The adoption of ASC 606 resulted only in offsetting reclassifications between revenues
and costs of services within the same reporting periods. Accordingly, these reclassifications did not have any impact on income from operations, income (loss) before income
taxes, net income (loss), assets, liabilities, stockholders’ deficit, or cash flows for any period.

Gains and Losses from Derecognition of Non-Financial Assets (ASU 2017-05)

Concurrent with the adoption of ASC 606, the Company was also required to adopt the provisions of ASU 2017-05,0ther Income-Gains and Losses from the Derecognition of
Non-financial Assets ("ASU 2017-05"). ASU 2017-05 clarifies that the guidance in ASC 610-20 on accounting for derecognition of a non-financial asset and an in-substance

non-financial asset applies only when the asset or asset group does not meet the definition of a business or is not a non-for-profit entity. Non-financial assets include, but are not
limited to, intangible assets, property and equipment. This ASU also clarifies that the provisions of ASC 606 apply if an entity transfers an asset to a customer. If an asset

transfer in within the scope of ASU 2017-05, an entity measures its gain or loss on derecognition of each distinct asset as the difference between the amount of consideration

received and the carrying amount of the distinct asset. The adoption of ASU 2017-05 had no impact on the Company's results of operations, financial position, or cash flows for
the year ended December 31, 2019. However, the application of ASU 2017-05 to future transactions could be material.

Measurements of Certain Equity Investments (ASU 2016-01)

Under ASU 2016-01, Recognition and Measurement of Financial Assets and Financial Liabilities, entities have to measure equity investments (except those accounted for under
the equity method, those that result in consolidation of the investee and certain other investments) at fair value and recognize any changes in fair value in net income. However,
for equity investments that do not have readily determinable fair values and do not qualify for the existing practical expedient in ASC 820 to estimate fair value using the net
asset value per share (or its equivalent) of the investment, the guidance provides a new measurement alternative. Entities may choose to measure those investments at cost, less
any impairment, plus or minus changes resulting from observable price changes in orderly transactions for the identical or a similar investment of the same issuer. The Company
early adopted the provisions of ASU 2016-01 on April 1, 2019 and applied them to an acquired warrant to purchase equity of another entity, the same entity that borrowed $ 3.5
million from the Company during 2019 under a $10.0 million loan and loan commitment agreement. The carrying value, at cost, and fair value of the warrant were not material.

See Note 13, Related Party Matters.
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Statement of Cash Flows (ASU 2016-15)

In August 2016, the FASB issued ASU No. 2016-15, Statement of Cash Flows (Topic 230). This ASU represents a consensus of the FASB's Emerging Issues Task Force on
eight separate issues that each impact classifications on the statement of cash flows. In particular, issue number three addresses the classification of contingent consideration
payments made after a business combination. Under ASU 2016-15, cash payments made soon after an acquisition's consummation date (i.e., approximately three months
or less) will be classified as cash outflows from investing activities. Payments made thereafter will be classified as cash outflows from financing activities up to the amount of
the original contingent consideration liability. Payments made in excess of the amount of the original contingent consideration liability will be classified as cash outflows
from operating activities. As an EGC, this ASU was effective for the Company's annual reporting period beginning in 2019 and was effective for interim periods beginning in
2020. The Company made no payments in 2020 or 2019 for contingent consideration related to business combinations.

Income Taxes for Intra-Entity Transfers of Assets Other Than Inventory (ASU 2016-16)

In October 2016, the FASB issued ASU 2016-16, Intra-Entity Transfers of Assets Other Inventory ("ASU 2016-16"). ASU 2016-16 removes the prohibition in ASC 740 against
the immediate recognition of the current and deferred income tax effects of intra-entity transfers of assets other than inventory. The ASU is intended to reduce the complexity of
U.S. GAAP and diversity in practice related to the tax consequences of certain types of intra-entity asset transfers, particularly those involving intellectual property. ASU 2016-
16 was effective for the Company's annual reporting period ended December 31, 2019 and interim periods beginning in 2020. The adoption of ASU 2016-16 did not have a
material effect on the Company's results of operations, financial position, or cash flows. However, any future inter-entity transfers of assets within scope of this ASU may be
affected.

Accounting Standards Adopted in 2018
Modifications to Share-Based Compensation Awards (ASU 2017-09)

As of January 1, 2018, the Company adopted Accounting Standards Update ("ASU") No. 2017-09, Compensation-Stock Compensation Topic 718 - Scope of Modification
Accounting ("ASU 2017-09"). ASU 2017-09 clarifies when changes to the terms and conditions of share-based payment awards must be accounted for as modifications. Entities
apply the modification accounting guidance if the value, vesting conditions, or classification of an award changes. The Company has not modified any share-based payment
awards since the adoption of ASU 2017-09, therefore this new ASU has had no impact on the Company's financial position, operations, or cash flows. Should the Company
modify share-based payment awards in the future, it will apply the provisions of ASU 2017-09.

Balance Sheet Classification of Deferred Income Taxes (ASU 2015-17)

In connection with the Business Combination and Recapitalization, the Company prospectively adopted the provisions of ASU No. 2015-17, Balance Sheet Classification of
Deferred Taxes ("ASU 2015-17"), during the third quarter of 2018. ASU 2015-17 simplifies the balance sheet presentation of deferred income taxes by reporting the net
amount of deferred tax assets and liabilities for each tax-paying jurisdiction as non-current on the balance sheet. Prior guidance required the deferred taxes for each tax-paying
jurisdiction to be presented as a net current asset or liability and net non-current asset or liability.

Definition of a Business (ASU 2017-01)

On October 1, 2018, the Company prospectively adopted the provisions of ASU No. 2017-01, Business Combinations (Topic 805): Clarifying the Definition of a Business
("ASU 2017-01"). ASU 2017-01 assists entities in determining if acquired assets constitute the acquisition of a business or the acquisition of assets for accounting and reporting
purposes. The guidance requires an entity to evaluate if substantially all of the fair value of the gross assets acquired is concentrated in a single identifiable asset or a group of
similar identifiable assets; if so, the set of transferred assets and activities is not a business. In practice prior to ASU 2017-01, if revenues were generated immediately before
and after a transaction, the acquisition was typically considered a

74



business. The Company's December 2018 acquisition of certain assets of Direct Connect Merchant Services, LLC was not deemed to be the acquisition of a business under
ASU 2017-01 because substantially all of the fair value was concentrated in a single identifiable group of similar identifiable assets.

Accounting for Share-Based Payments to Employees (ASU 2016-09)

For its annual reporting period beginning January 1, 2018, the Company adopted the provisions of ASU 2016-09, Improvements to Employee Share-Based Payment Accounting
("ASU 2016-09"), which amends ASC Topic 718, Compensation—Stock Compensation. This adoption had the following effects:

Consolidated Statement of Operations - ASU 2016-09 imposes a new requirement to record all of the excess income tax benefits and deficiencies (that result from an increase or
decrease in the value of an award from grant date to settlement date) related to share-based payments at settlement through the statement of operations instead of the former
requirement to record income tax benefits in excess of compensation cost ("windfalls") in equity, and income tax deficiencies ("shortfalls") in equity to the extent of previous
windfalls, and then to operations. This change is required to be applied prospectively upon adoption of ASU 2016-09 to all excess income tax benefits and deficiencies resulting
from settlements of share-based payments after the date of adoption. This particular provision of ASU 2016-09 had no material effect on the Company's financial position,
operations, or cash flows.

Consolidated Statement of Cash Flows - ASU 2016-09 requires that all income tax-related cash flows resulting from share-based payments, such as excess income tax benefits,
are to be reported as operating activities on the statement of cash flows, a change from the prior requirement to present windfall income tax benefits as an inflow from financing
activities and an offsetting outflow from operating activities. This particular provision of ASU 2016-09 had no material effect on the Company's financial position, operations,
or cash flows.

Additionally, ASU 2016-09 clarifies that:

«  All cash payments made to taxing authorities on an employee's behalf for withheld shares at settlement are presented as financing activities on the statement of cash
flows. This change must be applied retrospectively. This particular provision of ASU 2016-09 had no material effect on the Company's financial position, operations, or
cash flows.

«  Entities are permitted to make an accounting policy election for the impact of forfeitures on the recognition of expense for share-based payment awards. Forfeitures can
be estimated or recognized when they occur. Estimates of forfeitures will still be required in certain circumstances, such as at the time of modification of an award or
issuance of a replacement award in a business combination. If elected, the change to recognize forfeitures when they occur needs to be adopted using a modified
retrospective approach, with a cumulative effect adjustment recorded to opening retained earnings. The Company made a policy election to recognize the impact of
forfeitures when they occur. This policy election primarily impacted the Company's new equity compensation plans originating in 2018 (see Note 15, Share-Based
Compensation), thus not requiring a cumulative effect adjustment to opening retained earnings for these new plans. For the Company's previously existing equity
compensation plan (the Management Incentive Plan), see Note 15, Share-Based Compensation. The amount of the cumulative effect upon adoption of ASU 2016-09 was
not material and therefore has not been reflected in opening retained earnings on the Company's consolidated balance sheets or consolidated statements of changes in
stockholders' deficit.

Recently Issued Accounting Standards Pending Adoption

The following standards are pending adoption and will likely apply to the Company in future periods based on the Company's current business activities.

Implementation Costs Incurred in Cloud Computing Arrangements (ASU 2018-15)

In August 2018, the FASB issued ASU 2018-15, Implementation Costs Incurred in Cloud Computing Arrangements ("ASU 2018-15"), which aligns the requirements for
capitalizing implementation costs incurred in a hosting arrangement that is a
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service contract with the requirements for capitalizing implementation costs incurred to develop or obtain internal-use software (and hosting arrangements that include an
internal-use software license). As an EGC, this ASU will be effective for the Company's annual reporting period beginning January 1, 2021, and will be effective for interim
periods beginning in 2022. The amendments are applied either retrospectively or prospectively to all implementation costs incurred after the date of adoption, and the Company
has not yet made a determination to use the retrospective or prospective adoption method. Based on current operations of the Company, the adoption of ASU 2018-15 is not
expected to have a material effect on the Company's results of operations, financial position, or cash flows.

Reference Rate Reform (ASU 2020-04)

On March 12, 2020, the FASB issued ASU 2020-04, Reference Rate Reform (Topic 848), Facilitation of the Effects of Reference Rate Reform on Financial Reporting. This

ASU provides temporary optional expedients and exceptions to the GAAP guidance on contract modifications and hedge accounting to ease the financial reporting burdens of
the expected market transition from the London Interbank Offered Rate ("LIBOR") and other interbank offered rates to alternative reference rates, such as the Secured
Overnight Financial Rate. Entities can elect not to apply certain modification accounting requirements to contracts affected by what the guidance calls reference rate reform, if
certain criteria are met. An entity that makes this election would not have to remeasure the contact at the modification date or reassess a previous accounting determination.

ASU 2021-01 ASU 2020-04 can be adopted at any time before December 31, 2022. The provisions of ASU 2020-04 may impact the Company if future debt modifications or
refinancings utilize one or more of the reference rates covered by the provisions of this ASU.

Leases (ASC 842)

In February 2016, the FASB issued new lease accounting guidance in ASU No. 2016-02, Leases-Topic 842, which has been codified in ASC 842, Leases. Under this new
guidance, lessees will be required to recognize for all leases (with the exception of short-term leases): 1) a lease liability equal to the lessee's obligation to make lease payments
arising from a lease, measured on a discounted basis and 2) a right-of-use asset which will represent the lessee's right to use, or control the use of, a specified asset for the lease
term. As an EGC, this standard is effective for the Company's annual and interim reporting periods beginning 2022. The adoption of ASC 842 will require the Company to
recognize non-current assets and liabilities for right-of-use assets and operating lease liabilities on its consolidated balance sheet, but it is not expected to have a material effect
on the Company's results of operations or cash flows. ASC 842 will also require additional footnote disclosures to the Company's consolidated financial statements.

Credit Losses (ASU 2016-13 and ASU 2018-19)

In June 2016, the FASB issued ASU No. 2016-13, Financial Instruments-Credit Losses (Topic 326): Measurement of Credit Losses on Financial Instruments. This new
guidance will change how entities account for credit impairment for trade and other receivables, as well as for certain financial assets and other instruments. ASU 2016-13 will
replace the current "incurred loss" model with an "expected loss" model. Under the "incurred loss" model, a loss (or allowance) is recognized only when an event has occurred
(such as a payment delinquency) that causes the entity to believe that a loss is probable (i.e., that it has been "incurred"). Under the "expected loss" model, a loss (or allowance)
is recognized upon initial recognition of the asset that reflects all future events that leads to a loss being realized, regardless of whether it is probable that the future event will
occur. The "incurred loss" model considers past events and current conditions, while the "expected loss" model includes expectations for the future which have yet to occur. The
standard will require entities to record a cumulative-effect adjustment to the balance sheet as of the beginning of the first reporting period in which the guidance is effective. The
Company is currently evaluating the potential impact that ASU 2016-13 may have on the timing of recognizing future provisions for expected losses on the Company's accounts
receivable and notes receivable. Since the Company was a smaller reporting company ("SRC") on November 15, 2019, the Company must adopt this new standard no later than
the beginning of 2023 for annual and interim reporting periods.

Goodwill Impairment Testing (ASU 2017-04)
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In January 2017, the FASB issued ASU No. 2017-04, Intangibles-Goodwill and Other (Topic 350): Simplifying the Test for Goodwill Impairment. ASU 2017-04 will eliminate
the requirement to calculate the implied fair value of goodwill (i.e., step 2 of the current goodwill impairment test) to measure a goodwill impairment charge. Instead, entities
will record an impairment charge based on the excess of a reporting unit's carrying amount over its fair value (i.e., measure the charge based on the current step 1). Any
impairment charge will be limited to the amount of goodwill allocated to an impacted reporting unit. ASU 2017-04 will not change the current guidance for completing Step 1
of the goodwill impairment test, and an entity will still be able to perform the current optional qualitative goodwill impairment assessment before determining whether to
proceed to Step 1. Upon adoption, the ASU will be applied prospectively. Since the Company was a SRC on November 15, 2019, the Company must adopt this new standard no
later than the beginning of 2023 for annual and interim reporting periods. The impact that ASU 2017-04 may have on the Company's financial condition or results of operations
will depend on the circumstances of any goodwill impairment event that may occur after adoption.

Simplifying the Accounting for Income Taxes (ASU 2019-12)

In December 2019, the FASB issued ASU 2019-12, Simplifying the Accounting for Income Taxes("ASU 2019-12"). ASU 2019-12 will affect several topics of income tax
accounting, including: tax-basis step-up in goodwill obtained in a transaction that is not a business combination; intra-period tax allocation; ownership changes in investments
when an equity method investment becomes a subsidiary of an entity; interim-period accounting for enacted changes in tax law; and year-to-date loss limitation in interim-
period tax accounting. This ASU is effective for the Company on January 1, 2022. We are evaluating the effect of ASU 2019-12 on our consolidated financial statements.

Concentration of Risk

A substantial portion of the Company's revenues and receivables are attributable to merchants. For the years ended December 31, 2020, 2019, and 2018, no one merchant
customer accounted for 10% or more of the Company's consolidated revenues. Most of the Company's merchant customers were referred to the Company by an ISO or other
referral partners. If the Company's agreement with an ISO allows the ISO to have merchant portability rights, the ISO can move the underlying merchant relationships to another
merchant acquirer upon notice to the Company and completion of a "wind down" period. For the years ended December 31, 2020, 2019, and 2018, merchants referred by one
ISO organization with merchant portability rights generated revenue within the Company's Consumer Payments reportable segment that represented approximately 21%, 18%,
and 14%, respectively, of the Company's consolidated revenues.

A majority of the Company's cash and restricted cash is held in certain financial institutions, substantially all of which is in excess of federal deposit insurance corporation
limits. The Company does not believe it is exposed to any significant credit risk from these transactions.

Reclassifications

Certain prior year amounts in these consolidated financial statements have been reclassified to conform to the current year presentation, with no net effect on the Company's
income from operations, income (loss) before income tax expense (benefit), net income (loss), stockholders' deficit, or cash flows from operations, investing, or financing
activities.

2. DISPOSAL OF BUSINESS

On September 1, 2020, PRET, a majority-owned and consolidated subsidiary of the Company, entered into an asset purchase agreement (the "Agreement") with MRI Payments
LLC and MRI Software LLC (together, "MRI" or the buyer) to sell certain assets from PRET's real estate services business. The buyer also agreed to assume certain obligations
associated with the assets. The transaction contemplated by the Agreement was completed on September 22, 2020 after receiving regulatory approval. Prior to execution of the
Agreement, the buyer was not a related party of PRET or the Company.
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The assets covered by the Agreement were substantially the same assets that PRET acquired in March 2019 from YapStone, Inc. and these assets constituted PRET's
RentPayment component, which was part of the Integrated Partners reporting unit, operating segment and reportable segment. These assets consist of contracts with customers,
an assembled workforce, technology-related assets, Internet domains, trade names and trademarks. The buyer also assumed obligations under an in-place and off-balance-sheet
operating lease for office space. Since PRET's acquisition of these assets from YapStone, Inc. in March 2019, PRET and the Company have made operational changes that
resulted in these assets becoming a business as defined by the provisions of ASU 2017-01, Clarifying the Definition of a Business, before their sale to MRL

Proceeds received by PRET were $179.4 million, net of $0.6 million for a working capital adjustment. The gain amounted to $107.2 million as follows:

(in thousands)

Gross cash consideration from buyer $ 180,000
Less working capital adjustment paid in cash (584)
Net proceeds from buyer 179,416
Transaction costs incurred (5,383)

Assets sold:
Intangible assets (62,158)
Other assets sold, net of obligations assumed (716)
Goodwill assigned to business sale (2,683)
Other intangible assets (1,237)
Pre-tax gain on sale of business $ 107,239

PRET is a limited liability company and is a pass-through entity for income tax purposes. Income tax expenses associated with the gain attributable to the stockholders of the
Company were estimated to be approximately $12.3 million.

Allocation of net proceeds, after transaction costs, to the PRET members included return of each member's invested capital in PRET and excess proceeds were distributed in
accordance with the distribution provisions of the PRET LLC governing agreement. The Company's invested capital amounted to $71.8 million, which included the assets sold,
goodwill and other intangible assets. The non-controlling interest's invested capital was $5.7 million. Approximately $51.4 million and $45.1 million of the excess proceeds
were distributed to the Company and the non-controlling interests, respectively.

The working capital adjustment of $584 thousand and the allocation of net proceeds described above remain subject to final adjustment with the buyer and PRET members,
respectively. Any remaining payments made or received by the Company will be recorded in the period in which such amounts are finalized.

As disclosed inNote 10, Long-Term Debt and Warrant Liability, $106.5 million of cash received by the Company was used on September 25, 2020 to reduce the outstanding
balance of the term loan facility under the Company's Senior Credit Facility.

Operating Lease Obligation

The buyer assumed an in-place operating lease in Dallas, Texas which expires on November 1, 2024. The Company has not adopted ASC 842; therefore this lease obligation
was not reflected in the Company's balance sheet prior to the assumption by the buyer. The Company was relieved of minimum lease payment obligations totaling $0.5 million
for the remainder of the current lease term.
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Continuing Operations

Based on historical financial results, the Company does not believe the sale of the RentPayment component represents a strategic shift. Therefore, in accordance with ASC 205-
20, Presentation of Financial Statements - Discontinued Operations the Company will not classify or report the business that was sold as discontinued operations in its
consolidated financial statements for any reporting period. The Company will continue to serve the rental property market through its ongoing PRET operations.

Pro Forma Information

The following unaudited pro forma information is provided for the business (the RentPayment component) that was sold under the Agreement, excluding the gain recognized on
the sale transaction:

Year Ended December 31,
(in thousands) 2020 2019
Revenues $ 12,042 § 11,694
Income from operations (1) $ 1,825 $ 2,275
Net income (2) (3) $ 1,725 $ 2,218
Net income attributable to the stockholders of Priority Technology Holdings, Inc. (4) $ 1,725 $ 2,218
Income per common share for stockholders of Priority Technology Holdings, Inc. - Basic and Diluted (4) $ 0.03 § 0.03

(1) Historical financial results are not being reported as discontinued operations.

(2) Does not reflect interest expense on the borrowings used to acquire the YapStone assets in March 2019.

(3) Pro forma income tax expense based on the following consolidated effective tax rates of Priority Technology Holdings, Inc.: 5.5% and 2.5% for the years ended December
31, 2020 and 2019, respectively. These rates exclude the effect of the $107.2 million net gain on the sale recognized during the year ended December 31, 2020.

(4) Prior to the September 2020 sale transaction that resulted in the gain on the sale, no earnings or losses of the PRET LLC were attributable to the NCIs of PRET.

3. REVENUE

For all periods presented, most of the Company’s revenues were recognized over time. Revenues and commissions earned from the sales of payment equipment are typically
recognized at a point in time.

Nature of our Customer Arrangements

The Company’s payment services customers contract with the Company for payment services, which the Company provides in exchange for consideration for completed
transactions. Some of these payment services are performed by third parties.

The Company’s consumer payment services enable the Company’s customers to accept card, electronic, and digital-based payments at the point of sale. These services may
include authorization services, settlement and funding services, customer support and help-desk functions, chargeback resolution, payment security services, consolidated billing
and statements, and online reporting. The Company also earns revenue and commissions from resale of electronic point-of-sale (“POS”) equipment.

The Company’s commercial payment services enable the Company’s customers to automate their accounts payable and other commercial payments functions with the
Company’s payment services that utilize physical and virtual payment cards as well as
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ACH transactions. In addition, the Company provides cost-plus-fee turnkey business process outsourcing and assists commercial customers with programs that are designed to
increase acceptance of electronic payments.

The Company's Integrated Partners segment uses payment-adjacent technologies to facilitate the acceptance of electronic payments from customers in the rental real estate,
medical, and hospitality industries.

Revenue Recognition

At contract inception, the Company assesses the services and goods promised in its contracts with customers and identifies the performance obligation for each promise to
transfer to the customer a service or good that is distinct. For substantially all of the Company's services, the nature of the Company’s promise to the customer is to stand ready
to accept and process the transactions that customers request on a daily basis over the contract term. Since the timing and quantity of transactions to be processed is not
determinable, the services comprise an obligation to stand ready to process as many transactions as the customer requires. Under a stand-ready obligation, the evaluation of the
nature of the Company’s performance obligation is focused on each time increment rather than the underlying activities. Therefore, the Company has determined that its
services comprise a series of distinct days of service that are substantially the same and have the same pattern of transfer to the customer. Accordingly, the promise to stand
ready is accounted for as a single-series performance obligation.

When third parties are involved in the transfer of services or goods to the customer, the Company considers the nature of each specific promised service or good and applies
judgment to determine whether the Company controls the service or good before it is transferred to the customer or whether the Company is acting as an agent of the third party.
The Company follows the requirements of ASC 606-10, Principal Agent Considerations, which states that the determination of whether an entity should recognize revenue
based on the gross amount billed to a customer or the net amount retained is a matter of judgment that depends on the facts and circumstances of the arrangement. To determine
whether or not the Company controls the service or good, it assesses indicators including: 1) whether the Company or the third party is primarily responsible for fulfillment; 2)
if the Company or the third party provides a significant service of integrating two or more services or goods into a combined item that is a service or good that the customer
contracted to receive; 3) which party has discretion in determining pricing for the service or good; and 4) other considerations deemed to be applicable to the specific situation.

Based on assessments of these indicators, the Company concluded:

*  Promises to customers to provide certain payment services is distinct from the other payment services provided by the card-issuing financial institutions, payment
networks, and sponsor banks. The Company does not have the ability to direct the use of and obtain substantially all of the benefits of the services provided by the card-
issuing financial institutions, payment networks, and sponsor banks before those services are transferred to the customer, and on that basis, the Company does not
control those services prior to being transferred to the customer. The Company has either no or little discretion in setting the price that the customer pays for these
specific services. The Company therefore acts as agent for these payment services provided by the card-issuing financial institutions, payment networks, and sponsor
banks.

* For other promises to customers to provide other significant payment services such as onboarding, underwriting, processing, customer service, and fraud
detection/prevention services, the Company has discretion in setting the price that the customer ultimately pays for these services and the Company either is responsible
for fulfillment or has shared responsibility. If a third party is partially responsible for fulfillment, the Company provides a significant service of integrating two or more
services, which may include services from other parties, and directs their use to create a combined item that is a specified service requested by the customer. For services
that involve these other parties, the Company has direct contractual relationships with these parties.

Substantially all of the Company’s payment services are priced as a percentage of transaction value or a specified fee per transaction, or a combination of both. Given the nature
of the promise and the underlying fees based on unknown quantities or outcomes of services to be performed over the contract terms with customers, the total consideration is
determined to be variable consideration. The variable consideration for payment services is usage-based and therefore it specifically relates to efforts to satisfy the payment
services obligation. Said another way, the variability is satisfied each day the service is provided to the customer. The Company directly ascribes variable fees to the distinct day
of service to which it relates, and considers the services performed each day in order to ascribe the appropriate amount of total fees to that day. Therefore, the Company
measures revenue for payment services on a daily basis based on the services that are performed on that day.
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Once the Company determines the performance obligations and the transaction price, including an estimate of any variable consideration, the Company then allocates the
transaction price to each performance obligation in the contract using a relative standalone selling price method. The Company determines standalone selling price based on the
price at which the service or good is sold separately. If the standalone selling price is not observable through past transactions, the Company estimates the standalone selling
price by considering all reasonably available information, including market conditions, trends or other company-specific or customer-specific factors. Substantially all of the
performance obligations described above that involve services are satisfied over time. Equipment sales are generally transferred to the customer at a point in time.

In delivering payment services to the customer, the Company may also provide a limited license agreement to the customer for use of one or more of the Company’s proprietary
cloud-based software applications. The Company grants a right to use its software applications only when the customer has contracted with the Company to receive related
payment services. When combined with the underlying payment services, the license and the payment services provided to the customer are a single stand-ready obligation and
the Company’s performance obligation is defined by each time increment, rather than by the underlying activities, satisfied over time based on days elapsed.

Interest income is reported separately on the Company’s statements of operations within Other, net and was approximately $0.8 million, $0.6 million, and $0.6 million for the
years ended December 31, 2020, 2019, and 2018, respectively.

Transaction Price Allocated to Future Performance Obligations

ASC 606 requires disclosure of the aggregate amount of the transaction price allocated to unsatisfied performance obligations. However, as allowed by ASC 606, the Company
has elected to exclude from this disclosure any contracts with an original duration of one year or less and any variable consideration that meets specified criteria. As described
above, the Company’s most significant performance obligations consist of variable consideration under a stand-ready series of distinct days of service. Such variable
consideration meets the specified criteria for the disclosure exclusion. Therefore, the majority of the aggregate amount of transaction price that is allocated to performance
obligations that have not yet been satisfied is variable consideration that is not required for this disclosure. The aggregate fixed consideration portion of customer contracts with
an initial contract duration greater than one year is not material.

Contract Costs

For new, renewed, or anticipated contracts with customers, the Company does not incur material amounts of incremental costs to obtain such contracts, as those costs are
defined by ASC 340-40.

Fulfillment costs, as defined by ASC 340-40, typically benefit only the period (typically a month in duration) in which they are incurred and therefore are expensed in the period
incurred (i.e., not capitalized) unless they meet criteria to be capitalized under other accounting guidance.

The Company pays commissions to most of its ISOs, and for certain ISOs the Company also pays (through a higher commission rate) them to provide customer service and
other services directly to our merchant customers. The ISO is typically an independent contractor or agent of the Company. Although certain ISOs may have merchant
portability rights, the merchant meets the definition of a customer for the Company even if the ISO has merchant portability rights. Since payments to ISOs are dependent
substantially on variable merchant payment volumes generated after the merchant enters into a new or renewed contract, these payments to ISOs are not deemed to be a cost to
acquire a new contract since the ISO payments are based on factors that will arise subsequent to the event of obtaining a new or renewed contract. Also, payments to ISOs
pertain only to a specific month’s activity. For payments made, or due, to an ISO, the expenses are reported within costs of services on our statements of operations.

The Company from time-to-time may elect to buy out all or a portion of an ISO’s rights to receive future commission payments related to certain merchants. Amounts paid to
the ISO for these residual buyouts are capitalized by the Company under the accounting guidance for intangible assets and included in intangible assets, net on our consolidated
balance sheets.

Contract Assets and Contract Liabilities
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A contract with a customer creates legal rights and obligations. As the Company performs under customer contracts, its right to consideration that is unconditional is considered
to be accounts receivable. If the Company’s right to consideration for such performance is contingent upon a future event or satisfaction of additional performance obligations,
the amount of revenues recognized in excess of the amount billed to the customer is recognized as a contract asset. Contract liabilities represent consideration received from
customers in excess of revenues recognized. Material contract assets and liabilities are presented net at the individual contract level in the consolidated balance sheet and are
classified as current or non-current based on the nature of the underlying contractual rights and obligations.

Supplemental balance sheet information related to contracts from customers as of December 31, 2020 and 2019 was as follows:

(in thousands) Consolidated Balance Sheet Location December 31, 2020 December 31, 2019
Liabilities:
Contract liabilities, net (current) Customer deposits and advance payments $ 1,494 § 1,912

The balance for the contract liabilities was approximately $1.8 million and $2.2 million at January 1, 2019 and January 1, 2018, respectively. The changes in the balances during
the years ended December 31, 2020, 2019, and 2018 were due to the timing of advance payments received from the customer.

Net contract assets were not material for any period presented.

Impairment losses recognized on receivables or contract assets arising from the Company's contracts with customers were not material for the years ended December 31, 2020,
2019, or 2018.

Disaggregation of Revenues

The following table presents a disaggregation of our consolidated revenues by type for the years ended December 31, 2020, 2019 and 2018:

Year Ended December 31,
(in thousands) 2020 2019 2018
Revenue Type:
Merchant card fees $ 377,346 $ 339,450 $ 343,791
Outsourced services and other services 23,103 28,712 29,099
Equipment 3,893 3,692 2,932
Total revenues $ 404,342 $ 371,854 $ 375,822

4. ASSET ACQUISITIONS, ASSET CONTRIBUTIONS, AND BUSINESS COMBINATIONS

Asset Acquisitions

YapStone

In March 2019, the Company, through one of its subsidiaries, PRET, acquired certain assets and assumed certain related liabilities (the "YapStone net assets") from YapStone,

Inc. under an asset purchase and contribution agreement. The purchase price for the YapStone net assets was $65.0 million in cash plus a non-controlling interest ("NCI") in
PRET issued to YapStone, Inc. with a fair value that was estimated to be approximately $5.7 million. The total purchase price was assigned to customer relationships, except
for $1.0 million and $1.2 million which were assigned to a software license agreement and a services

82



agreement, respectively. The $65.0 million of cash was funded from the Company's Senior Credit Facility. PRET is part of the Company's Integrated Partners reportable
segment.

During the third quarter of 2020, substantially all of the YapStone net assets were sold to a third party. See Note 2, Disposal of Business, to the consolidated financial
statements. Approximately $45.1 million of PRET's 2020 earnings through the disposal date, which were composed mostly of gain recognized on the sale, were attributed and
distributed in cash to the NCI during the third quarter 2020 pursuant to the profit-sharing agreement between the Company and the NCI. At the time of the sale, the NCI was
also redeemed in cash for its $5.7 million interest in PRET.

For the year ended December 31, 2019, no earnings of PRET were allocated to the NCI.

Residual Portfolio Rights Acquired

On March 15, 2019, a subsidiary of the Company paid $15.2 million cash to acquire certain residual portfolio rights. Of the $15.2 million, $5.0 million was funded from the
Senior Credit Facility, $10.0 million was funded from revolving credit facility under the Senior Credit Facility, and cash on hand was used to fund the remaining amount. This
acquisition became part of the Company's Consumer Payments reportable segment. The purchase price was subject to a potential increase of up to $6.4 million in accordance
with the terms of the agreement between the Company and the sellers over a three-year period. Additional purchase price is accounted for when payment to the seller becomes
probable and is added to the carrying value of the asset and amortization expense is adjusted to reflect the new carrying value at the original purchase date. The first period for
determining contingent consideration ended in March 2020, and the Company paid the seller $2.1 million of additional cash consideration, partially offset by an amount owed to
the Company by the seller. At December 31, 2020, it became apparent that the Company would owe the seller an additional $2.1 million for the second period for determining
contingent consideration ending March 2021, and the Company recorded this estimated amount in its consolidated financial statements as of December 31, 2020.

Direct Connect

In December 2018, the Company acquired a merchant portfolio for $4.8 million from Direct Connect Merchant Services, LLC. The purchase price included cash contingent
consideration of up to approximately $7.3 million, determinable over a period that ended on December 31, 2019. At December 31, 2019, the Company determined that it did
not owe the contingent consideration.

Asset Assignments and Contributions
Merchant Portfolio Rights and Reseller Agreement

In October 2019, the Company simultaneously entered into two agreements with another entity. These two related agreements 1) assign to the Company certain perpetual rights
to a merchant portfolio and 2) form a 5-year reseller arrangement whereby the Company will offer and sell to its customer base certain online services to be fulfilled by the
other entity. No cash consideration was paid to, or received from, the other entity at execution of either agreement. It was not initially determinable if the Company would
have to pay any amount as consideration for the merchant portfolio rights due to the provisions of the related reseller agreement. The Company does not anticipate any net
losses under the two contracts. Subsequent cash payments from the Company to the other entity for the merchant portfolio rights are determined based on a combination of both:
1) the actual financial performance of the acquired merchant portfolio rights and 2) actual sales and variable wholesale costs for the online services sold by the Company under
the reseller arrangement. Prior to December 31, 2020, amounts paid to the other entity were accounted for as either 1) standard costs of the services sold by the Company under
the 5-year reseller agreement or 2) consideration for the merchant portfolio rights.

At December 31, 2020, the Company believes it has accumulated the additional data and historical experience that it deems necessary in order to reasonably estimate an
amount of cash that the Company believes it will ultimately have to transfer as remaining consideration for the merchant portfolio rights. Accordingly, at December 31, 2020
the Company accrued
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approximately $6.2 million of estimated remaining cash consideration and additional accumulated costs for the merchant portfolio. At December 31, 2020, the Company has
recorded aggregate costs, including both actual costs and estimated remaining consideration, totaling $11.1 million. As of December 31, 2019, the Company had recorded
aggregate actual costs of approximately $1.1 million. Amortization expense was adjusted to reflect the new carrying value at the original purchase dateAs of December 31,
2020 and 2019, accumulated amortization was $2.8 million and $0.1 million, respectively. The merchant portfolio has an estimated remaining life of 3.5 years at December 31,
2020.

The Company will continue to review its estimate of the remaining consideration to be funded and adjust the value of the intangible asset and accrual for its obligation
accordingly.

eTab and Cumulus (Related Party)

In February 2019, a subsidiary of the Company, PHOT, received a contribution of substantially all of the operating assets of eTab, LLC ("eTab") and CUMULUS POS, LLC
("Cumulus") under asset contribution agreements. No material liabilities were assumed by PHOT. These contributed assets were composed substantially of technology-related
assets. Prior to these transactions, eTab was 80% owned by the Company's Chairman and Chief Executive Officer. No cash consideration was paid to the contributors of the
eTab or Cumulus assets on the date of the transactions. As consideration for these contributed assets, the contributors were issued redeemable preferred equity interests in
PHOT. Under these redeemable preferred equity interests, the contributors are eligible to receive up to $4.5 million of profits earned by PHOT, plus a preferred yield (6% per
annum) on any of the $4.5 million amount that has not been distributed to them. The Company's Chairman and Chief Executive Officer owns83.3% of the redeemable preferred
equity interests in PHOT. Once a total of $4.5 million plus the preferred yield has been distributed to the holders of the redeemable preferred equity interests, the redeemable
preferred equity interests will cease to exist. The Company determined that the contributor's carrying value of the eTab net assets (as a common control transaction under
GAAP) was not material. Under the guidance for a common control transaction, the contribution of the eTab net assets did not result in a change of entity or the receipt of a
business, therefore the Company's financial statements for prior periods have not been adjusted to reflect the historical results attributable to the eTab net assets. Additionally,
no material amount was estimated for the fair value of the contributed Cumulus net assets. PHOT is a part of the Company's Integrated Partners reportable segment.

Pursuant to the limited liability company agreement of PHOT, any material future earnings generated by the eTab and Cumulus assets that are attributable to the holders of the
preferred equity interests will be reported by the Company as a form of non-controlling interests classified as mezzanine equity on the Company's consolidated balance sheet
until $4.5 million and the preferred yield have been distributed to the holders of the preferred equity interests. Subsequent changes, if material, in the value of the NCI will be
reported as an equity transaction between the Company's consolidated retained earnings (accumulated deficit) and any carrying value of the non-controlling interests in
mezzanine equity. For the year ended December 31, 2020, a total of $250,000 of PHOT's earnings were attributable to the NCIs of PHOT, and this same amount was also
distributed in cash to the NCIs during the same reporting period. Accordingly, there is no material amount to classify as mezzanine equity on the Company's consolidated
balance sheet at December 31, 2020.

Such amounts were not material to the Company's results of operations, financial position, or cash flows for the period covering February 1, 2019 (date the assets were
contributed to the Company) through December 31, 2019, and therefore no recognition of the NCI was reflected in the Company's consolidated financial statements for
reporting periods prior to 2020.

Business Combinations in 2018

PayRight

In April 2018, Priority PayRight Health Solutions, LLC ("PPRHS"), a subsidiary of the Company, purchased the majority of the operating assets and certain operating liabilities
of PayRight Health Solutions LLC ("PayRight"). This asset purchase was deemed to be a business under ASC 805. This purchase allowed PPRHS to gain control over the
PayRight business and therefore the Company's consolidated financial statements include the financial position, results of operations, and cash flows of PayRight from the date
of acquisition. PayRight utilizes technology assets to deliver customized payment solutions to the health care industry. The results of the acquired business and goodwill of $0.3
million from the transaction are being reported by the
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Company as part of its Integrated Partners reportable segment. The acquisition resulted in the recognition of intangible and net tangible assets with a fair value of $0.6 million.
The Company transferred total consideration with a fair value of $0.9 million consisting of: $0.5 million in cash and forgiveness of amounts owed to the Company by PayRight;
$0.3 million fair value of the Company's previous equity-method investment in PayRight described in the following paragraph; and $0.1 million of other consideration. Certain
PayRight sellers were provided profit-sharing rights in PayRight as non-controlling interests "NCIs"), however, based on this arrangement no losses or earnings were allocated to
the NClIs for the years ended December 31, 2020, 2019 and 2018. At December 31, 2020, all of the NCIs' interest have been redeemed for amounts that were not material.

Previously, in October 2015, the Company purchased a non-controlling interest in the equity of PayRight, and prior to April 2018 the Company accounted for this investment
using the equity method of accounting. At January 1, 2018, the Company's carrying value of this investment was $1.1 million. Immediately prior to PPRHS' April 2018
purchase of substantially all of PayRight's business assets, the Company's existing non-controlling investment in PayRight had a carrying value of approximately $1.1 million
with an estimated fair value on the acquisition date of approximately $0.3 million. The Company recorded an impairment loss of $0.8 million during the second quarter of 2018
for the difference between the carrying value and the fair value of the non-controlling equity-method investment in PayRight. The loss is reported within Other, net in the
Company's consolidated statements of operations for the year ended December 31, 2018.

RadPad and Landlord Station

In July 2018, the Company's subsidiary PRET, acquired substantially all of the operating assets of RadPad Holdings, Inc. ("RadPad") and Landlord Station, LLC ("Landlord
Station"). RadPad is a marketplace for the rental real estate market. Landlord Station offers a complementary tool set that focuses on facilitation of tenant screening and other
services to the fast-growing independent landlord market. These asset purchases were deemed to be a business under ASC 805. Due to the related nature of the two sets of
business assets, same acquisition dates, and how the Company intends to operate them under the "RadPad" name and operating platform within PRET, the Company deemed
them to be one business for accounting and reporting purposes. PRET is reported within the Company's Integrated Partners reportable segment.

Total consideration paid for RadPad and Landlord Station was $4.3 million consisting of $3.9 million in cash plus forgiveness of pre-existing debt owed by the sellers to the
Company of $0.4 million. Net tangible and separately-identifiable intangible assets with an initial fair value of £.1 million were acquired along with goodwill with an initial
value of $2.2 million. During the fourth quarter of 2018, the Company received additional information about the fair values of assets acquired and liabilities assumed.
Accordingly, measurement period adjustments were made to the opening balance sheet to decrease net assets acquired and increase goodwill by $0.2 million.

NClIs in PRET were issued to certain sellers of the RadPad and Landlord Station assets in the form of residual profit interests and distribution rights. However the fair value of
these NCIs was deemed to not be material at time of acquisition due to the nature of the profit-sharing and liquidations provisions contained in the operating agreement for
PRET. Under the terms of PRET's operating agreement, no material earnings or losses related to RadPad or Landlord Station were attributable to the NCIs for the years ended
December 31, 2019 or 2018.

As disclosed inNote 2, Disposal of Business, to the consolidated financial statements, in third quarter 2020 PRET sold substantially all of its assets, composed mostly of the
assets acquired from YapStone, Inc. in March 2019, to a third party. This disposal by PRET resulted in the redemptions of PRET's NClIs, including the NCIs that originated
from PRET's July 2018 acquisition of the RadPad and Landlord Station assets.

Priority Payment Systems Northeast

In July 2018, the Company acquired substantially all of the operating assets of Priority Payment Systems Northeast, Inc. ("PPS Northeast"). This purchase of these net assets
was deemed to be a business under ASC 805. Prior to this acquisition, PPS Northeast was an independent brand-licensed office of the Company where it developed expertise in
software-integrated payment services designed to manage turnkey installations of point-of-sale and supporting systems, as well as marketing programs that place emphasis on
online ordering systems and digital marketing campaigns. PPS Northeast is reported within the Company's Consumer Payments reportable segment.
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Initial consideration of $3.5 million consisted of $0.5 million plus 285,117 shares of common stock of the Company with a fair value of approximately of $.0 million. In
addition, contingent consideration in an amount up to $0.5 million was deemed to have a fair value of $0.4 million at acquisition date. If earned, the seller can receive this
contingent consideration in either cash or additional shares of the Company's common stock, as mutually agreed by the Company and seller, over a two-year period from the
date of the acquisition. Net tangible and separately-identifiable intangible assets with an initial fair value of $2.0 million were acquired along with goodwill with an initial value
of $1.9 million, including the $0.4 million estimated fair value of the contingent consideration due to the seller. Transaction costs were not material and were expensed. As of
December 31, 2020, the Company has determined that it will owe no contingent consideration to the seller, and accrued contingent consideration of approximately $0.2 million
was credited to the Company's statements of operations for both years ended December 31, 2020 and 2019.

Priority Payment Systems Tech Partners

In August 2018, the Company acquired substantially all of the operating assets of M.Y. Capital, Inc. and Payments In Kind, Inc., collectively doing business as Priority
Payment Systems Tech Partners ("PPS Tech"). These related asset purchases were deemed to be a business under ASC 805. Due to the related nature of the two sets of business
assets and how the Company intends to operate them, the Company deemed them to be one business for accounting and reporting purposes. Prior to this acquisition, PPS Tech
was an independent brand-licensed office of the Company where it developed a track record and extensive network in the integrated payments and B2B marketplaces. PPS Tech
is reported within the Company's Consumer Payments reportable segment.

Initial consideration of $5.0 million consisted of $3.0 million plus 190,078 shares of common stock of the Company with a fair value of approximately £.0 million. In addition,
contingent consideration in an amount up to $1.0 million was deemed to have a fair value of $0.6 million at acquisition date. If earned, the seller would have received half of any
contingent consideration in cash and the other half in a number of shares of common stock of the Company equal to the portion of the earned contingent consideration payable
in shares of common stock of the Company, over a two-year period from the date of acquisition. Net tangible and separately-identifiable intangible assets with an initial fair
value of $2.2 million were acquired along with goodwill with an initial value of $.4 million, including the $0.6 million estimated fair value of the contingent consideration due
to the seller. Transaction costs were not material and were expensed. As of December 31, 2020, the Company has determined that it will owe no contingent consideration to the
seller, and accrued contingent consideration of approximately $0.2 million and $0.4 million was credited to the Company's statement of operations for the years ended
December 31, 2020 and 2019, respectively.

Other Information

Based on their purchase prices and pre-acquisition operating results and assets, none of the business combinations consummated by the Company in 2018, as described above,
met the materiality requirements for disclosure of pro-forma financial information, either individually or in the aggregate. The measurement periods, as defined by ASC 805,
Business Combination ("ASC 805"), is closed for these 2018 business combinations.

Goodwill for all 2018 business combinations is deductible by the Company for income tax purposes.

5. SETTLEMENT ASSETS AND OBLIGATIONS
Consumer Payments Segment

In the Company’s Consumer Payments reportable segment, funds settlement refers to the process of transferring funds for sales and credits between card issuers and merchants.
The standards of the card networks restrict non-members, such as the Company, from performing funds settlement or accessing merchant settlement funds. Instead, these funds
must be in the possession of a member bank until the merchant is funded. The Company has agreements with member banks which allow the Company to route transactions
under the member bank's control to clear transactions through the card networks. Timing
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differences, interchange fees, merchant reserves and exception items cause differences between the amounts received from the card networks and the amounts funded to the
merchants. Since settlement funds are required to be in the possession of a member bank until the merchant is funded, these funds are not assets of the Company and the
associated obligations related to these funds are not liabilities of the Company. Therefore, neither is recognized in the Company’s consolidated balance sheets. Member banks
held merchant funds of approximately $103.8 million and $79.8 million at December 31, 2020 and 2019, respectively.

Exception items include items such as customer chargeback amounts received from merchants and other losses. Under agreements between the Company and its merchant
customers, the merchants assume liability for such chargebacks and losses. If the Company is ultimately unable to collect amounts from the merchants for any charges or losses
due to merchant fraud, insolvency, bankruptcy or any other reason, it may be liable for these charges. In order to mitigate the risk of such liability, the Company may 1) require
certain merchants to establish and maintain reserves designed to protect the Company from such charges or losses under its risk-based underwriting policy and 2) engage with
certain ISOs in partner programs in which the ISOs assume liability for these charges or losses. A merchant reserve account is funded by the merchant and held by the member
bank during the term of the merchant agreement. Unused merchant reserves are returned to the merchant after termination of the merchant agreement or in certain instances
upon a reassessment of risks during the term of the merchant agreement.

Exception items that become the liability of the Company are recorded as merchant losses, a component of costs of services in the consolidated statements of operations.
Exception items that the Company is still attempting to collect from the merchants through the funds settlement process or merchant reserves are recognized as settlement
assets in the Company’s consolidated balance sheets, with an offsetting reserve for those amounts the Company estimates it will not be able to recover. Expenses for actual and
estimated merchant losses for the years ended December 31, 2020, 2019, and 2018 were $4.1 million, $3.1 million, and $3.1 million, respectively.

Commercial Payments Segment

In the Company’s Commercial Payments segment, the Company earns revenue from certain of its services by processing ACH transactions for financial institutions and other
business customers. Customers transfer funds to the Company, which are held in bank accounts controlled by the Company until such time as the ACH transactions are made.
The Company recognizes these cash balances within restricted cash and settlement obligations in its consolidated balance sheets.

The Company's settlement assets and obligations at December 31, 2020 and 2019 were as follows:

(in thousands) December 31, 2020 December 31, 2019
Settlement Assets:
Card settlements due from merchants, net of estimated losses $ 753 $ 446
Card settlements due from processors — 87
Total Settlement Assets $ 753§ 533

Settlement Obligations:

Card settlements due to merchants $ — 3 44
Due to ACH payees (1) 72,878 37,745
Total Settlement Obligations $ 72,878 $ 37,789

(1) Amounts due to ACH payees are held by the Company in restricted cash.

6. NOTES RECEIVABLE

The Company has notes receivable from ISOs and another entity (seeNote 13, Related Party Matters) totaling approximately $7.7 million and $5.7 million as of December 31,
2020 and 2019, respectively. These notes receivable are reported as current
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and non-current on the Company's consolidated balance sheet. The notes bear a weighted-average interest rate ofl3.1% and 12.4% as of December 31, 2020 and 2019,
respectively.

Under the terms of the agreements with ISOs, the Company preserves the right to hold back residual payments due to the ISOs and to apply such residuals against future
payments due to the Company. The note receivable due from another entity is secured by business assets and a personal guarantee.

The allowance for doubtful note receivable is shown net of the current outstanding principal balances for notes receivable on the consolidated balance sheet and the $.5 million
provision for doubtful note receivable is included within selling, general and administrative expense on the consolidated statement of operations and within other noncash items,
net on the consolidated statement of cash flows.

Principal contractual maturities on the notes receivable, including payment-in-kind interest, at December 31, 2020 were as follows:

(in thousands)

Year Ended December 31, Maturities
2021 $ 2,657
2022 1,463
2023 132
2024 3,970
Total principal due 8,222
Discount (long-term) (38)
Allowance for doubtful note receivable (current) (467)
Notes receivable, net $ 7,717

7. GOODWILL AND OTHER INTANGIBLE ASSETS
Goodwill

The Company records goodwill when an acquisition is made and the purchase price is greater than the fair value assigned to the underlying separately-identifiable tangible and
intangible assets acquired and the liabilities assumed. The Company's goodwill was allocated to reporting units as follows:

(in thousands) December 31, 2020 December 31, 2019

Consumer Payments $ 106,832 $ 106,832

Integrated Partners — 2,683
$ 106,832 $ 109,515

The following table summarizes the changes in the carrying value of goodwill for the years ended December 31, 2020, 2019 and 2018:
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(in thousands) Amount

Balance at January 1, 2018 (all Consumer Payments) $ 101,532
Additions for the year ended December 31, 2018:
PayRight (Integrated Partners) 298
RadPad/Landlord Station (Integrated Partners) 2,385
PPS Northeast (Consumer Payments) 1,920
PPS Tech (Consumer Payments) 3,380
Balance at December 31, 2019 and 2018 109,515
Disposal of goodwill in Integrated Partners reporting unit(Note 2, Disposal of Business) (2,683)
Balance at December 31, 2020 $ 106,832

For business combinations consummated during the year ended December 31, 2018, goodwill is deductible for income tax purposes.

There were no impairment losses for the years ended December 31, 2020, 2019, or 2018. The Company performed its most recent annual goodwill impairment test as of
October 1, 2020, as noted below, using the optional qualitative method. On October 1, 2020 and December 31, 2020, only one of the Company's reporting units, Consumer
Payments, had goodwill assigned to it due to the 2020 events described in Note 2, Disposal of Business.

Effective for the annual reporting period ended December 31, 2020, the Company voluntarily changed the date for its annual goodwill impairment assessment from November
30 to October 1. Both dates occur in the Company’s fourth quarter. The Company believes this prospective change does not represent a material change to a method of applying
an accounting principle, even though the carrying value of goodwill is material to the Company’s consolidated financial statements. This change had no effect on the Company’s
results of operations, financial condition, or cash flows for any reporting period. By using the October 1 annual assessment date, the Company believes that it will be able to
utilize more readily available data from both internal and external sources and have additional time to evaluate the data prior to finalizing its year-end consolidated financial
statements and disclosures. Based on the last quantitative assessment performed as of November 30, 2019, the estimated fair value of the Consumer Payments reporting unit
exceeded the carrying value of the reporting unit. The Consumer Payments reporting unit passed the qualitative assessment as of October 1, 2020 and the Company believes that
it is not more likely than not that the fair value of the Consumer Payments reporting unit is less than its carrying amount on October 1, 2020. This change in the date for the
annual impairment assessment for goodwill does not change the Company’s requirements to assess goodwill on an interim date between scheduled annual testing dates if
triggering events are present. As of December 31, 2020, the Company is not aware of any triggering events that have occurred since October 1, 2020.

Other Intangible Assets

The Company's other intangible assets include acquired merchant portfolios, customer relationships, ISO relationships, trade names, technology, non-compete agreements, and
residual buyouts. For the year ended December 31, 2020, the Company recognized costs, including accrued contingent consideration, of $10.0 million and $3.5 million for
merchant portfolios and residual buyouts, respectively. For the year ended December 31, 2019, the Company recognized costs, including accrued contingent consideration, of
$69.8 million for merchant portfolios (including $68.7 million related to the asset acquisition from YapStone, Inc.), $19.9 million for residual buyouts, and $1.0 million for
technology intangibles.

See Note 4, Asset Acquisitions, Asset Contributions, and Business Combinations, for information about contingent consideration related to acquisitions consummated in 2019
and 2018.

See Note 2, Disposal of Business, for information about intangible assets that were disposed during the year ended December 31, 2020.
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At December 31, 2020 and December 31, 2019, other intangible assets consisted of the following:

(in thousands)

Capitalized:
Merchant portfolios

Customer relationships

Residual buyouts

Non-compete agreements

Trade names
Technology
ISO relationships

Less accumulated amortization:

Merchant portfolios

Customer relationships

Residual buyouts

Non-compete agreements

Trade names
Technology
ISO relationships

Accumulated allowance for impairment

Total capitalized

Total accumulated amortization

Net carrying value

As of December 31,
2020 2019

$ 55,816 $ 114,554
40,740 40,740
116,112 112,731
3,390 3,390
2,870 2,870
14,390 15,390
15,200 15,200
$ 248,518 $ 304,875
$ (19.,471) $ (12,655)
(30,267) (25,836)
(72,659) (59,796)
(3,390) (3,390)
(1,651) (1,273)
(13,951) (12,758)
(7,319) (6,341)
$ (148,708) $ (122,049)
$ (1,753) $ —
$ 98,057 $ 182,826

The weighted-average amortization periods for intangible assets held at December 31, 2020 are as follows:

Merchant portfolios
Residual buyouts
Non-compete agreements
Trade names

Technology

ISO relationships
Customer relationships

Useful Life Amortization Method Weighted-Average Life
5 -6 years Straight-line 5.5 years
1 -9 years Straight-line and double declining 6.8 years
3 years Straight-line 3.0 years
5 -12 years Straight-line 11.6 years
6 -7 years Straight-line 6.1 years
11 - 25 years Sum-of-years digits 23.7 years
10 - 15 years Straight-line and sum-of-years digits 11.0 years

Amortization expense for intangible assets was $33.1 million, $32.4 million, and $14.7 million for the years ended December 31, 2020, 2019 and 2018, respectively.
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The estimated amortization expense of intangible assets as of December 31, 2020 for the next five years and thereafter is:

(in thousands)

Estimated

Year Ending December 31, Amortization Expense

2021 $ 28,216
2022 27,066
2023 21,280
2024 10,126
2025 3,671
Thereafter 7,698
Total $ 98,057

Actual amortization expense to be reported in future periods could differ from these estimates as a result of new intangible asset acquisitions, changes in useful lives, and other
relevant events or circumstances.

The Company tests intangible assets for impairment when events occur or circumstances indicate that the fair value of an intangible asset or group of intangible assets may be
impaired. In the Company's Consumer Payments segment, a residual buyout intangible asset with a net carrying value of $2.2 million was deemed to be impaired at December
31, 2020. The fair value of this intangible asset was estimated to be approximately $0.5 million, resulting in the recognition of an impairment charge of $1.8 million and this
amount is included in selling, general and administrative expenses on the Company' consolidated statement of operations for the year ended December 31, 2020. This
impairment was the result of diminished cash flows generated by the merchant portfolio.

The Company also considered the market conditions generated by the COVID-19 pandemic and concluded that there were no additional impairment indicators present at
December 31, 2020.

8. PROPERTY, EQUIPMENT AND SOFTWARE
The Company's property, equipment, and software balance primarily consists of furniture, fixtures, and equipment used in the normal course of business, computer software

developed for internal use, and leasehold improvements. Computer software represents purchased software and internally developed back office and merchant interfacing
systems used to assist the reporting of merchant processing transactions and other related information.

A summary of property, equipment and software as of December 31, 2020 and December 31, 2019 was as follows:

As of December 31,
(in thousands) 2020 2019 Estimated Useful Life
Furniture and fixtures $ 2,795 $ 2,787 2 -7 years
Equipment 10,216 10,101 3 -7 years
Computer software 44,320 37,440 3 -5 years
Leasehold improvements 6,250 6,367 5-10 years
63,581 56,695
Less accumulated depreciation (40,706) (33,177)
Property, equipment and software, net $ 22,875 § 23,518
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Depreciation expense totaled $7.7 million, $6.6 million, and $5.1 million for the years ended December 31, 2020, 2019, and 2018, respectively.

9. ACCOUNTS PAYABLE AND ACCRUED EXPENSES

The Company accrues for certain expenses that have been incurred and not paid, which are classified within accounts payable and accrued expenses in the accompanying
consolidated balance sheets.

The components of accounts payable and accrued expenses that exceeded five percent of total current liabilities at December 31, 2020 and December 31, 2019 consisted of the
following:

As of December 31,
(in thousands) 2020 2019
Accounts payable - trade $ 4308 $ 6,968
Accrued card network fees $ 8,041 § 6,950

10. LONG-TERM DEBT AND WARRANT LIABILITY

Long-term debt owed by certain subsidiaries (the "Borrowers") of the Company consisted of the following as of December 31, 2012 and December 31, 2019:

As of December 31, 2020

(dollar amounts in thousands) 2020 2019
Senior Credit Agreement:
Term Loan - Matures January 3, 2023 and bears interest at LIBOR (with a LIBOR "floor" of1.00% beginning March 8, 2020) plus
6.50% and 5.0% at December 31, 2020 and 2019, respectively (actual rate 0f7.50% and 6.71% at December 31, 2020 and 2019,
respectively) $ 279,417 $ 388,837
Revolving credit facility - $25.0 million line, matures January 22, 2022, and bears interest at LIBOR plus6.50% and 5.0% at
December 31, 2020 and 2019, respectively (actual rate of 6.65% and 6.71% at December 31, 2020 and 2019, respectively). — 11,500
Term Loan - Subordinated, matures July 3, 2023 and bears interest at5.0% plus an applicable margin at December 31, 2020 and
2019 (actual rate of 12.50% and 10.50% at December 31, 2020 and 2019, respectively) 102,623 95,142
Total debt obligations 382,040 495,479
Less: current portion of long-term debt (19,442) (4,007)
Less: unamortized debt discounts and deferred financing costs (4,725) (5,894)
Total long-term debt, net $ 357,873 $ 485,578

Substantially all of the Company's assets are pledged as collateral under the credit agreements. The Company is neither a borrower nor a guarantor of the credit agreements. The
Company's subsidiaries that are borrowers or guarantors under the credit agreements are referred to as the "Borrowers."
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Long-Term Debt

On January 3, 2017, the Company refinanced existing long-term debt whereby the Borrowers entered into a credit agreement with a syndicate of lenders (the "Senior Credit
Agreement"). The Senior Credit Agreement had an original maximum borrowing amount of $225.0 million, consisting of a $200.0 million term loan and a $25.0 million
revolving credit facility. As part of the debt refinancing on January 3, 2017, the Borrowers also entered into a Credit and Guaranty Agreement (the "GS Credit Agreement") with
Goldman Sachs Specialty Lending Group, L.P. ("Goldman Sachs" or "GS") for an $80.0 million term loan, the proceeds of which were used to refinance the amounts
previously outstanding with Goldman Sachs. The Company determined that the 2017 debt refinancing should be accounted for as a debt extinguishment.

Amendments

The following table summarizes changes made as the results of key amendments to the 2017 credit agreements through December 31, 2020:

(in millions) GS Credit
Senior Credit Agreement Agreement Discounts and Costs
Additional
Additional Revolving
Principal Line Amendment Principal Issue Costs Costs
Amendment Established Established Type Established (a) Discount Expensed (b) Capitalized
January 2017 $ 200.0 $ 25.0 Extinguishment $ 80.0 § 37 % 1.8 § 33
January 2018 67.5 — Modification — 04 $ 08 § 0.7
December 2018 130.0 — Modification — 03§ 12§ 0.1
March 2020 — — Modification — 3 — 3 49 2.7
$ 3975 $ 25.0 $ 80.0

(a) The GS Credit Agreement allows for payment-in-kind interest which subsequently increases the amount outstanding. Beginning with the Sixth Amendment, the Senior Credit Agreement
began to allow certain amounts of interest to be treated as payment-in-kind interest and added to the outstanding borrowings balance, as discussed below under the header "Changes to
Applicable Interest Rate Margins."

(b) Reported within "Debt extinguishment and modification expenses" on the Company's consolidated statements of operations.
The Senior Credit Agreement and the GS Credit Agreement were also amended on November 14, 2017. This amendment allows for loan advances of less than $.0 million and

for certain liens on cash securing the Company's funding obligations under a new product involving a virtual credit card program. This amendment did not affect any of the
material terms, conditions, or covenants of the Senior Credit Agreement or the GS Credit Agreement.

Additionally, two amendments were executed in 2019 that concerned procedural changes to the quarterly and annual reporting for lenders and did not affect any of the material
terms, conditions, or covenants of the Senior Credit Agreement or the GS Credit Agreement.
Senior Credit Agreement

Outstanding borrowings under the Senior Credit Agreement accrue interest using either a base rate (as defined) or a LIBOR rate plus an applicable margin, or percentage per
annum, as provided in the amended credit agreement. For the term loan facility of the Senior Credit Facility, the Sixth Amendment provides for a LIBOR "floor" of 1.0% per
annum. Accrued interest is payable quarterly. The revolving credit facility incurs a commitment fee on any undrawn amount of the $25.0 million credit line, which equates to
0.5% per annum for the unused portion.
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GS Credit Agreement

Outstanding borrowings under the GS Credit Agreement accrue interest at5.0%, plus an applicable margin, or percentage per annum, as indicated in the amended credit
agreement. Accrued interest is payable quarterly at 5.0% per annum, and the accrued interest attributable to the applicable margin is capitalized as payment-in-kind ("PIK")
interest each quarter.

Senior Credit Agreement - Partial Pay Down of Term Debt and Changes to Applicable Interest Rate Margins in 2020

Under the Sixth Amendment, the interest rate margins for the Senior Credit Agreement and the GS Credit Agreement increased incrementally byl.0% on June 16, 2020, and
then increased incrementally by 0.5% on each of the dates July 16, August 15, and September 14, 2020 because the Borrowers did not make a permitted accelerated principal
payment of at least $100.0 million under the term loan facility of the Senior Credit Agreement on or before those dates as described in the Sixth Amendment (the "$100.0
million principal prepayment"). The additional interest expense incurred by the Borrowers due to the increases in the applicable margin for the revolving credit facility under the
Senior Credit Agreement was paid in cash and such increases for the term facility of the Senior Credit Facility and the GS Credit Agreement were accounted for as PIK interest
at the election of the Borrowers.

On September 25, 2020, the Borrowers made the $100.0 million principal prepayment plus an additional $6.5 million principal prepayment to reduce the outstanding
indebtedness under the term loan facility of the Senior Credit Agreement. This $106.5 million prepayment resulted in simultaneous reductions in the applicable interest rate
margins under the Senior Credit Agreement and the GS Credit Agreement, which prospectively eliminates and reverses the applicable margin increases described in the
preceding paragraph.

Under the terms of the Senior Credit Agreement and the GS Credit Agreement, the future applicable interest rate margins may vary based on the Borrowers' future Total Net

Leverage Ratio (as defined) in addition to future changes in the underlying market rates for LIBOR and the rate used for base-rate borrowings. The Senior Credit Agreement and
the GS Credit Agreement also have incremental margins that would apply to the future applicable interest rates if the Borrowers are deemed to be in violation of the terms of the
credit agreement.

Contractual Maturities

Principal outstanding at December 31, 2020 for term debt under the Senior Credit Agreement and the GS Credit Agreement are scheduled to be paid as follows:

(in thousands) Principal Due
Senior Credit Agreement GS Credit Agreement Total
Year Ending December 31, Term Revolver Term
2021 (current) $ 19,442 § — S — 3 19,442
2022 38,884 — — 38,884
2023 221,091 — 102,623 323,714
Total $ 279,417 $ — 3 102,623 $ 382,040

Additionally, the Company may be obligated to make certain additional mandatory prepayments after the end of each year based on excess cash flow, as defined in the Senior
Credit Agreement. No such prepayments were due for the years ended December 31, 2020 and 2019.
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Under the Senior Credit Agreement, prepayments of outstanding principal may be made in permitted increments with al.0% penalty for certain prepayments. Under the GS
Credit Agreement, prepayment of outstanding principal is subject to a 4.0% penalty for certain prepayments occurring prior to March 18, 2021 and2.0% for certain
prepayments occurring between March 18, 2021 and March 18, 2022. Such penalties will be based on the principal amount that is prepaid, subject to the terms of the credit
agreements.

On March 5, 2021, the Company entered into a debt commitment letter with Truist Bank and Truist Securities, Inc., pursuant to which Truist has committed to provide Priority
with a new Term Loan Facility and Revolving Credit Facility, which will replace existing Senior loan facilities. Also, on March 5, 2021, the Company entered into a preferred
stock commitment letter (the “Equity Commitment Letter”) with Ares Capital Management LLC and Ares Alternative Credit Management LLC to issue preferred stock, the
proceeds of which will be partially used to entirely repay our Subordinated Debt Facility. See Note 21, Subsequent Events, for additional information.

PIK Interest

The principal amount borrowed and outstanding under the GS Credit Agreement was $80.0 million at December 31, 2020 and December 31, 2019. Included in the outstanding
principal balance at December 31, 2020 and December 31, 2019 was accumulated PIK interest of $22.6 million and $15.1 million, respectively. For the years ended December
31, 2020 and 2019, the payment-in-kind (PIK) interest under the GS Credit Agreement added $7.5 million and $5.1 million, respectively, to the principal amount outstanding
under the GS Credit Agreement.

Interest Expense and Amortization of Deferred Loan Costs and Discounts

Deferred financing costs and debt discount are being amortized using the effective interest method over the remaining term of the respective debt and are recorded as a
component of interest expense. Unamortized deferred financing costs and debt discount are included in net long-term debt in the Company's consolidated balance sheets.

Interest expense, including fees for undrawn amounts under the revolving credit facility and amortization of deferred financing costs and debt discounts, was $4.8 million,
$40.7 million, and $29.9 million for the years ended December 31, 2020, 2019 and 2018, respectively. Interest expense increased due to the amortization of deferred financing
costs and debt discounts by $2.4 million, $1.7 million, and $1.4 million for the years ended December 31, 2020, 2019, and 2018, respectively.

Interest expense for the year ended December 31, 2019 also included a $).4 million fee for the $70.0 million delayed principal draw under December 2018 amendment to the
Senior Credit Agreement, which occurred during the first quarter of 2019.

Debt Extinguishment and Debt Modification Expenses

In addition to the $0.4 million of expenses associated with amounts paid to third parties related to the debt modification that occurred in March 2020, debt modification and
extinguishment expenses for the year ended December 2020 also included the write off of certain previously deferred loan costs. The $106.5 million principal repayment made
in September 2020 for the term facility of the Senior Credit Agreement was deemed to be a partial extinguishment of debt that was permitted and contemplated by the existing
debt agreement, as previously amended. As a result, a proportional amount of unamortized loan costs and discount in the amount of $1.5 million were removed and expensed
during the year ended December 31, 2020.

Covenants

The Senior Credit Agreement and the GS Credit Agreement, as amended, contain representations and warranties, financial and collateral requirements, mandatory payment
events, events of default, and affirmative and negative covenants, including without limitation, covenants that restrict among other things, the ability to create liens, pay
dividends or distribute assets from the Company's subsidiaries to the Company, merge or consolidate, dispose of assets, incur additional indebtedness, make certain investments
or acquisitions, enter into certain transactions (including with affiliates), and to enter into certain leases.
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The Company is also required to comply with certain restrictions on its Total Net Leverage Ratio, which is defined in the credit agreements as the ratio of consolidated total
debt of the Borrowers to the Company's consolidated adjusted EBITDA (as defined in the Senior Credit Agreement and GS Credit Agreement). The maximum permitted Total
Net Leverage Ratio was 7.75:1.00 at December 31, 2020. As of December 31, 2020, the Company remained in compliance with the covenants.

The table below sets forth the maximum permitted Total Net Leverage Ratio for the indicated test periods:

Test Period Ending Total Net Leverage Ratio Maximum Permitted
December 31, 2020 7.75:1.00
March 31, 2021 7.71:1.00
June 30, 2021 7.44 :1.00
September 30, 2021 7.19 : 1.00
December 31, 2021 7.00:1.00
March 31, 2022 6.75:1.00
June 30, 2022 6.72 : 1.00
September 30, 2022 to December 31, 2022 6.50:1.00
Each test period thereafter 5.50:1.00

Redeemed Goldman Sachs Warrant ("GS Warrant")

In connection with the prior GS Credit Agreement, Priority Holdings, LLC issued a warrant to GS to purchase1.0% of Priority Holdings, LLC's outstanding Class A common
units. As part of the 2017 debt amendment, the 1.0% warrant with GS was extinguished and Priority Holdings, LLC issued a new warrant to GS to purchase1.8% of Priority
Holding, LLC's outstanding Class A common units. As of December 31, 2017, the warrant had a fair value of $8.7 million and was presented as a warrant liability in the
accompanying consolidated balance sheets.

On January 11, 2018, the 1.8% warrant was amended to provide GS with a warrant to purchase2.2% of Priority Holdings, LLC's outstanding Class A common units. The
change in the warrant percentage was the result of anti-dilution provisions in the warrant agreement, which were triggered by Priority Holdings, LLC's Class A common unit
redemption that occurred during the first quarter of 2018. The warrant had a term of 7 years and an exercise price of $0. Since the obligation was based solely on the fact that
the 2.2% interest in equity of Priority Holdings, LLC was fixed and known at inception as well as the fact that GS could exercise the warrant with a settlement in cash any time
prior to the expiration date of December 31, 2023, the warrant was recorded as a liability in the Company's historical financial statements prior to redemption on July 25, 2018.
On July 25, 2018, Priority Holdings, LLC and GS agreed to redeem the warrant in full in exchange for $12.7 million in cash.

11. INCOME TAXES

In connection with the Business Combination as disclosed inNote 1, Nature of Business and Accounting Policies, the partnership tax status was terminated on July 25, 2018.
Under the former partnership status, Priority Holdings, LLC was a dual member limited liability company and as such its financial statements reflected no income tax
provisions as a pass-through entity. As a result of the Business Combination, for income tax purposes Priority Holdings, LLC became a disregarded subsidiary of the Company,
the successor entity to MI Acquisitions, Inc., whereby its operations became taxable. For all periods subsequent to the Business Combination, the income tax provision reflects
the taxable status of the Company as a corporation. The initial net deferred tax asset from the Business Combination is the result of the difference between initial tax basis,
generally substituted tax basis, and the reflective carrying amounts of the assets and liabilities for financial statement purposes. The net deferred tax asset as of July 25, 2018
was approximately $47.5 million, which was recorded and classified on the Company's consolidated balance sheet in accordance with ASU 2015-17 and as an adjustment to
Additional Paid-In Capital in
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the Company's consolidated statement of changes in stockholders' deficit. In addition, the Company's consolidated financial statement for the year ended December 31, 2018
presented herein reflects unaudited pro-forma income tax disclosure amounts to illustrate the income tax effects had the Company been subject to federal and state income taxes

for the full year 2018.

Components of consolidated income tax expense (benefit) for the years ended December 31, 2020, 2019, and 2018 was as follows:

(in thousands)

U.S. current income tax expense (benefit)
Federal
State and local
Total current income tax expense

U.S. deferred income tax expense (benefit)
Federal
State and local
Total deferred income tax expense (benefit)

Total income tax expense (benefit)

For the Year Ended December 31,

2020

2019

2018

47766 $ an s 29
3,173 75 418
7,939 $ 64 $ 447
3875 § 1,920 $ (2,541)
915) (1,154) (396)
2,960 $ 766 (2,937)
10,899 $ 830 $ (2,490)

The Company's consolidated effective income tax rate was13.3% for the year ended December 31, 2020, compared to an consolidated effective income tax benefit rate 02.5%
for the year ended December 31, 2019. For the year ended December 31, 2018, the Company's consolidated effective income tax rate was 12.5%. The effective rate for 2020
differed from the statutory rate of 21% primarily due to earnings attributable to noncontrolling interests and valuation allowance changes against certain business interest
carryover deferred tax assets. The effective rate for 2019 differed from the statutory federal rate of 21% primarily due to valuation allowance changes against certain business
interest carryover deferred tax assets. The effective rate for 2018 differed from the statutory federal rate of 21% primarily due to the partnership status of Priority Holdings,
LLC. for periods prior to July 25, 2018. The following table provides a reconciliation of the consolidated income tax expense (benefit) at the statutory U.S. federal tax rate to
actual consolidated income tax expense (benefit) for the years ended December 31, 2020, 2019 and 2018:

For the Year Ended December 31,

(in thousands) 2020 2019 2018

U.S. federal statutory (benefit) $ 17,211 § 6,879) $ (4,268)
Non-controlling interests (5,626) —
Earnings as dual-member LLC — — 1,643
State and local income taxes, net 1,140 (1,564) )
Excess tax benefits pursuant to ASU 2016-09 (37) 309 140
Valuation allowance changes (2,945) 9,302 (66)
Intangible assets 1,056 — —
Nondeductible items 233 125 86
Tax credits (283) (323) (123)
Other, net 150 (140) 100
Income tax expense (benefit) $ 10,899 § 830 $ (2,490)
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Deferred income taxes reflect the expected future tax consequences of temporary differences between the financial statement carrying amount of the Company's assets and
liabilities, tax credits and their respective tax bases, and loss carry forwards. The significant components of consolidated deferred income taxes were as follows:

As of December 31,
(in thousands) 2020 2019
Deferred Tax Assets:
Accruals and reserves $ 1,499 $ 1,566
Intangible assets 49,558 53,600
Net operating loss carryforwards 436 4,114
Interest limitation carryforwards 6,295 9,266
Other 2,115 1,877
Gross deferred tax assets 59,903 70,423
Valuation allowance (7,200) (10,144)
Total deferred tax assets 52,703 60,279
Deferred Tax Liabilities:
Prepaid assets 973) (521)
Investments in partnership (19) (5,408)
Property and equipment (5,014) (4,693)
Total deferred tax liabilities (6,006) (10,622)
Net deferred tax assets $ 46,697 $ 49,657

In accordance with the provisions of ASC 740, Income Taxes ("ASC 740"), the Company provides a valuation allowance against deferred tax assets when it is more likely than
not that some portion or all of the deferred tax assets will not be realized. The assessment considers all available positive and negative evidence and is measured quarterly. As of
December 31, 2020 and 2019, the Company had a consolidated valuation allowance of approximately $7.2 million and $10.1 million, respectively, against certain deferred
income tax assets related to business interest deduction carryovers and Business Combination costs that the Company believes are not more likely than not to be realized.

The Company recognizes the tax effects of uncertain tax positions only if such positions are more likely than not to be sustained based solely upon its technical merits at the
reporting date. The Company refers to the difference between the tax benefit recognized in its financial statements and the tax benefit claimed in the income tax return as an
"unrecognized tax benefit." As of December 31, 2020 and 2019, the net amounts of our unrecognized tax benefits were not material.

The Company is subject to U.S. federal income tax and income tax in multiple state jurisdictions. Tax periods for 2017 and all years thereafter remain open to examination by
the federal and state taxing jurisdictions and tax periods for 2016 and all years thereafter remain open for certain state taxing jurisdictions to which the Company is subject.

At December 31, 2020, the Company has utilized all of its federal NOL carryforwards of approximately £6.5 million. Also, at December 31, 2020 and 2019, the Company had
state NOL carryforwards of approximately $6.2 million and $19.5 million, respectively, with expirations dates ranging from 2023 to 2044.

On December 22, 2017, the Tax Cuts and Jobs Act ("Tax Act") was enacted. The Tax Act included a number of changes to existing U.S. tax laws. The most notable provisions
of the Tax Act that impacted the Company included a reduction of the U.S. corporate income tax rate from 35% to 21% and the limitations on interest deductibility, both
effective January 1, 2018, as well as immediate expensing for certain assets placed into service after September 27, 2017. The Company did not experience any material
impacts of the provisions of the Tax Act for the year ended December 31, 2018 other than the impact of the reduction
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of the U.S. corporate rate from 35% to 21% and the limitation on interest deductibility. As of December 31, 2018, the Company had completed the accounting for the income
tax effects of all elements of the Tax Act in accordance with the SEC's Staff Accounting Bulletin No. 118.

The Company has historically been impacted by the new interest deductibility rule under the Tax Act. This rule disallows interest expense to the extent it exceeds 30% of
adjusted taxable income “ATI”, as defined. In March 2020, the Coronavirus Aid, Relief, and Economic Security Act ("CARES Act") was enacted, which among other

provisions, provides for the increase of the 163(j) ATI limitation from 30% to 50% for tax years 2019 and 2020. As a result of its earnings and the enactment of the CARES Act
during 2020, the Company has fully utilized its federal, and the majority of its state, interest deduction limitation carryforwards of $21.2 million and $11.0 million for the years
ended December 31, 2019 and 2018, respectively.

12. COMMITMENTS AND CONTINGENCIES

Leases

The Company has various operating leases for office space and equipment. These leases range in terms from 2 years to 16 years. Most of these leases are renewable at
expiration, subject to terms acceptable to the lessors and the Company.

Future minimum lease commitments under non-cancelable operating leases with initial or remaining terms in excess of one year are as follows at December 31, 2020:

(in thousands)

Due In Amount Due

2021 $ 1,356
2022 1,307
2023 1,356
2024 1,394
2025 1,367
Thereafter 2,388
Total $ 9,168

Total rent expenses for the years ended December 31, 2020, 2019, and 2018 was £.5 million, $2.0 million, and $1.9 million, respectively, which is included in selling, general
and administrative expenses in the Company's consolidated statements of operations.
Minimum Annual Commitments with Third-Party Processors

The Company has multi-year agreements with third parties to provide certain payment processing services to the Company. The Company pays processing fees under these
agreements that are based on the volume and dollar amounts of processed payments transactions. Some of these agreements have minimum annual requirements for processing
volumes. As of December 31, 2020, the Company is committed to pay minimum processing fees under these agreements of approximately $7.0 million over the next year.

Merchant Reserves

See Note 5, Settlement Assets and Obligations, for information about merchant reserves.
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Commitment to Lend

See Note 13, Related Party Matters, for information on a loan commitment extended by the Company to another entity.

Contingent Consideration

See Note 4, Asset Acquisitions, Asset Contributions, and Business Combinations, for information about contingent consideration related to acquisitions consummated in 2019
and 2018.

Legal Proceedings

The Company is involved in certain legal proceedings and claims which arise in the ordinary course of business. In the opinion of the Company and based on consultations with
inside and outside counsel, the results of any of these matters, individually and in the aggregate, are not expected to have a material effect on the Company's results of
operations, financial condition, or cash flows. As more information becomes available, and the Company determines that an unfavorable outcome is probable on a claim and
that the amount of probable loss that the Company will incur on that claim is reasonably estimable, the Company will record an accrued expense for the claim in question. If and
when the Company records such an accrual, it could be material and could adversely impact the Company's results of operations, financial condition, and cash flows.

13. RELATED PARTY MATTERS

Contributed Assets of eTab and Cumulus

See Note 4, Asset Acquisitions, Asset Contributions, and Business Combinations, for information about the contributions from related parties of certain assets and liabilities of
eTab and Cumulus.

Loan with Warrant

During 2019, the Company, through one of its wholly-owned subsidiaries, executed an interest-bearing loan and commitment agreement with another entity. The Company
loaned the entity a total of $3.5 million during 2019, with a commitment to loan up to $10.0 million based on certain growth metrics of the entity and continued compliance by
the entity with the terms and covenants of the agreement. The Company's commitment to make additional advances under the loan agreement is dependent upon such advances
not conflicting with covenants or restrictions under any of the Company's debt or other applicable agreements. Amounts loaned to this entity by the Company are secured by
substantially all of the assets of the entity and by a personal guarantee. The note receivable has an interest rate of 12.0% per annum and is repayable in full in May 2024. The
Company also received a warrant to purchase a non-controlling interest in this entity's equity at a fixed amount. The loan agreement also gives the Company certain rights to
purchase some or all of this entity's equity in the future, at the entity's then-current fair value. The fair values of the warrant, loan commitment, and purchase right were not
material at inception or at December 31, 2020.

Prior Management Services Agreement
During the year ended December 31, 2018, Priority Holdings, LLC had a management services agreement with PSD Partners LP, which is owned by Mr. Thomas Priore, the

Company's President, Chief Executive Officer and Chairman. The Company incurred total expenses of $1.1 million for the year ended December 31, 2018 related to
management service fees, annual bonus
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payout, and occupancy fees, which are recorded in selling, general and administrative expenses in the Company's consolidated statements of operations.

Due from Members of Priority Holdings, LLC

As noted inNote 1, Nature of Business and Accounting Policies, on July 25, 2018 the owners of Priority Holdings, LLC contributed their member equity interests in exchange
for the issuance of MI Acquisitions Inc.'s common stock, and MI Acquisitions, Inc. simultaneously changed its name to Priority Technology Holdings, Inc. Subsequent to July
25,2018, the Company has made cash payments to, and received cash refund payments from, the former owners of Priority Holdings, LLC, mostly related to pass-through tax
amounts for periods prior to July 25, 2018. At December 31, 2020 and 2019, the net amounts receivable from these parties were approximately $0.2 million and $0.2 million,
respectively.

Underwriting Commissions

During the year ended December 31, 2018, the Company paid and capitalized in additional paid-in capital underwriting commissions of $.0 million related to the
recapitalization. See Note 14, Stockholders' Deficit.

Call Right

The Company's President, Chief Executive Officer and Chairman was given the right to require any of the founders of MI Acquisitions to sell all or a portion of their Company
securities at a call-right purchase price, payable in cash. The call right purchase price for common stock will be based on the greater of: 1) $10.30; 2) a preceding volume-
weighted average closing price (as defined in the governing document); or 3) a subsequent volume-weighted average closing price (as defined in the governing document). The
call right purchase price for warrants will be determined by the greater of: 1) a preceding volume-weighted average closing price (as defined in the governing document) of the
called security or 2) a subsequent volume-weighted average closing price of the called security. For the Company, the call right does not constitute a financial instrument or
derivative under GAAP since it does not represent an asset or obligation of the Company, however the Company discloses it as a related party matter.

14. STOCKHOLDERS' DEFICIT

As disclosed inNote 1, Nature of Business and Accounting Policies, on July 25, 2018, the Company executed the Business Combination which was accounted for as a "reverse
merger" between Priority Holdings, LLC and MI Acquisitions, resulting in the Recapitalization of the Company's equity. The combined entity was renamed Priority Technology
Holdings, Inc.

Common and Preferred Stock

For periods prior to July 25, 2018, equity has been retroactively revised to reflect the number of shares received as a result of the Recapitalization.

The equity structure of the Company was as follows as of December 31, 2020 and 2019:

(shares in thousands) December 31, 2020 December 31, 2019

Authorized Issued Outstanding Authorized Issued Outstanding
Common stock, par value $0.001 1,000,000 67,842 67,391 1,000,000 67,512 67,061
Preferred stock, par value $0.001 100,000 — — 100,000 — —
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The difference between the issued and outstanding common stock at December 31, 2020 and 2019 is due to451,224 shares of treasury stock held by the Company.
In connection with the Business Combination and Recapitalization, the following occurred in 2018:

e In exchange for the 4.6 million common units of Priority Holdings, LLC,60.1 million shares of common stock were issued in a private placement that resulted in the
Company receiving approximately $49.4 million. The 60.1 million shares exclude 0.5 million shares issued as partial consideration intwo business acquisitions (see
Note 4, Asset Acquisitions, Asset Contributions, and Business Combinations) and includes 3.0 million shares issued in connection with the 2014 Management Incentive
Plan (see Note 15, Share-Based Compensation).

e Approximately 4.9 million shares of common stock were deemed to have been issued through share conversion in exchange for the publicly-traded shares of MI
Acquisitions that originated from MI Acquisitions' 2016 IPO.

*  $2.1 million was paid to MI Acquisitions' founding shareholders (the "MI Founders") in exchange for421,107 units and 453,210 shares of common stock held by the MI
Founders. Each unit consisted of one share and one warrant of MI Acquisitions.

¢ The MI Founders forfeited 174,863 shares of their common stock.

At December 31, 2018, the Company had 67,038,304 shares of common stock outstanding, of which: 1)60,071,200 shares were issued in the Recapitalization through the
private placement; 2) 874,317 shares were transferred to the sellers of Priority Holdings, LLC that were purchased from the MI Founders; 34,918,138 shares were issued in MI
Acquisitions' 2016 IPO; 4) 699,454 shares were issued to the MI Founders; and 5)475,195 shares were issued as partial consideration fortwo business acquisitions. Certain
holders of common stock from the private placement may be subject to holding period restrictions under applicable securities laws.

During the second quarter of 2019, the Company repurchased a total 0f451,224 shares of its common stock at an average price of $.29 per share. Total cash paid by the
Company was approximately $2.4 million. The repurchases were authorized under a December 2018 resolution by the Company's board of directors, which expired during the
second quarter of 2019.

Except as otherwise required by law or as otherwise provided in any certificate of designation for any series of preferred stock, the holders of the Company's common stock
possess all voting power for the election of members of the Company's board of directors and all other matters requiring stockholder action and will at all times vote together as
one class on all matters submitted to a vote of the Company's stockholders. Holders of the Company's common stock are entitled to one vote per share on matters to be voted on
by stockholders. Holders of the Company's common stock will be entitled to receive such dividends and other distributions, if any, as may be declared from time to time by the
Company's board of directors in its discretion. Since the Business Combination and Recapitalization, the Company has neither declared nor paid dividends. The holders of the
Company's common stock have no conversion, preemptive or other subscription rights and there is no sinking fund or redemption provisions applicable to the common stock.

The Company is authorized to issue 100,000,000 shares of preferred stock with such designations, voting and other rights and preferences as may be determined from time to
time by the board of directors. As of December 31, 2020, the Company has not issued any shares of preferred stock.

Warrants issued by MI Acquisitions

Prior to July 25, 2018, MI Acquisitions issued warrants that allow the holders to purchase up t05,731,216 shares of the Company's common stock at an exercise price of $1.50
per share, subject to certain adjustments (5,310,109 of these warrants were designated as "public warrants" and 421,107 were designated as "private warrants"). The warrants,
which survived the Business Combination, may be exercised before August 24, 2023, which is the end of the five-year period that commenced30 days after the Business
Combination of July 25, 2018. The Company has the option to redeem all (and not less than all) of the outstanding public warrants at any time from and after the warrants
become exercisable, and prior to their expiration, at the price of $0.01 per warrant; provided that the last sales price of the Company's common stock has been equal to or greater
than $16.00 per share (subject to adjustment for splits, dividends, recapitalizations and other similar events), for any20 trading days within a 30 trading day period ending on the
third business day prior to the date on which notice of redemption is given and
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provided further that (i) there is a current registration statement in effect with respect to the shares of common stock underlying the public warrants for each day in th80-day
trading period and continuing each day thereafter until the redemption date or (ii) the cashless exercise is exempt from the registration requirements under the Securities Act of
1933, as amended. The warrants are classified as equity for accounting purposes.

In August 2018, the Company was informed by Nasdaq that Nasdaq intended to delist the Company's outstanding warrants and units due to an insufficient number of round lot
holders for the public warrants. The Company subsequently filed a Registration Statement on Form S-4 with the SEC for the purpose of offering holders of the Company's
outstanding 5,310,109 public warrants and 421,107 private warrants the opportunity to exchange each warrant for0.192 shares of the Company's common stock. The exchange
offer expired in February 2019 resulting in approximately 2.2 million warrants being tendered during 2019 in exchange for approximately 0.4 million shares of the Company's
common stock plus cash in lieu of fractional shares. Nasdaq proceeded to delist the remaining outstanding warrants and units, which were comprised of one share of common
stock and one warrant, from The Nasdaq Global Market at the open of business on March 6, 2019. The delisting of the remaining outstanding warrants and units had no impact
on the Company's financial statements.

Purchase option issued by MI Acquisitions

Prior to July 25, 2018, a purchase option was sold to an underwriter by MI Acquisitions for consideration of $100. The purchase option, which survived the Business
Combination, allows the holder to purchase up to a total of 300,000 units (each consisting of a share of common stock and a public warrant) exercisable at $2.00 per unit. The
purchase option expires on August 24, 2023, which is the end of the five-year period that commenced 30 days after the Business Combination of July 25, 2018. The purchase
option is classified as equity for accounting purposes. No exercises have occurred through December 31, 2020.

2018 Business Combination and Recapitalization Costs

In connection with the Business Combination and Recapitalization, the Company incurred $13.3 million in fees and expenses, of which $9.7 million of recapitalization costs
were charged to Additional Paid in Capital in 2018 since these costs were less than the cash received in conjunction with the Recapitalization costs and were directly related to
the issuance of equity for the Recapitalization. These costs are presented as Recapitalization costs in the accompanying consolidated statements of changes in stockholders'
deficit. The remaining $3.6 million of expenses were related to the Business Combination and are presented in selling, general and administrative expenses in the accompanying
consolidated statements of operations.

2018 Equity Events for Priority Holdings, LLC that Occurred Prior to July 25, 2018 (date of Business Combination)

On January 31, 2017, Priority entered into a redemption agreement with one of its minority unit holders to redeem their former Class A common membership units for a total
redemption price of $12.2 million. Priority accounted for the Common Unit Repurchase Obligation as a liability because it was required to redeem these former Class A
common units for cash. The liability was recorded at fair value at the date of the redemption agreement, which was equal to the redemption value. Under this agreement, Priority
redeemed $3.0 million of 69,450 former Class A common units in April 2017. The remaining $9.2 million was redeemed through the January 17, 2018 redemption of115,751
former Class A common units for $5.0 million and the February 23, 2018 redemption 096,999 former Class A common units for $.2 million.

In addition to the aforementioned redemptions, Priority redeemed 295,834 former Class A common units for $25.9 million on January 17, 2018 and445,410 former Class A
common units for $39.0 million on January 19, 2018. As a result of the aforementioned redemptions, Priority was100% owned by Priority Investment Holdings, LLC and
Priority Incentive Equity Holdings, LLC until July 25, 2018.
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The former Class A common units redeemed in January and February 2018 were then canceled by Priority. The redemption transactions and the amended and restated operating
agreement resulted in one unit-holder gaining control and becoming the majority unit holder of the Company. These changes in the equity structure of Priority were recorded as
capital transactions.

For the year ended December 31, 2018, Priority recorded distributions to its members of §¥.1 million prior to the Business Combination.

15. SHARE-BASED COMPENSATION

During 2020, 2019 and 2018, the Company had three share-based compensation plans: 2018 Equity Incentive Plan; Earnout Incentive Plan; and 2014 Management Incentive
Plan. Total share-based compensation expense, for both equity-classified and liability-classified awards, was approximately $2.4 million, $3.7 million, $1.6 million for the years
ended December 31, 2020, 2019, and 2018, respectively, which is included in salary and employee benefits in the accompanying consolidated statements of operations. For the
years ended December 31, 2020, 2019 and 2018, the Company recognized an income tax benefit of approximately $0.4 million, $0.5 million and $0.1 million, respectively, for
share-based compensation expense.

For the years ended December 31, 2020, 2019, and 2018, share-based compensation was recognized by plan as follows:

Year Ended December 31,
(in thousands) 2020 2019 2018
Plan:
2018 Equity Incentive Plan $ 2,430 $ 2,385 $ 187
Earnout Incentive Plan — _ .
2014 Management Incentive Plan — 1,267 1,462
Total $ 2,430 $ 3,652 § 1,649

No share-based compensation has been capitalized. Beginning in 2018, the Company elected to recognize the effects of forfeitures on compensation expense as the forfeitures
occur for all plans.

2018 Equity Incentive Plan

The 2018 Equity Incentive Plan ("2018 Plan") was approved by the Company's board of directors and shareholders in July 2018. The 2018 Plan provides for the issuance of up
t0 6,685,696 of the Company's common stock, and these shares were registered on a Form S-8 during 2018. Under the 2018 Plan, the Company's compensation committee may
grant awards of non-qualified stock options, incentive stock options, stock appreciation rights ("SARs"), restricted stock awards, restricted stock units RSU), other share-based
awards (including cash bonus awards) or any combination of the foregoing. Any current or prospective employees, officers, consultants or advisors that the Company's
compensation committee (or, in the case of non-employee directors, the Company's board of directors) selects, from time to time, are eligible to receive awards under the 2018
Plan. If any award granted under the 2018 Plan expires, terminates, or is canceled or forfeited without being settled or exercised, or if a SAR is settled in cash or otherwise
without the issuance of shares, shares of the Company's common stock subject to such award will again be made available for future grants. In addition, if any shares are
surrendered or tendered to pay the exercise price of an award or to satisfy withholding taxes owed, such shares will again be available for grants under the 2018 Plan.
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A summary of the activity in stock units for the 2018 Plan that occurred during the years ended December 31, 2020, 2019 and 2018 is as follows:

6,685,696 Common stock authorized for the 2018 Plan
(2,044,815)  Stock options granted in December 2018
7,558  Stock option grants forfeited in 2018
(202,200) RSUs granted in 2018
4,446,239  Common stock available for issuance under the 2018 Plan at December 31, 2018
326,173  Stock option grants forfeited in 2019
(36,657) RSUs granted in 2019
60,421  RSUs forfeited in 2019
4,796,176  Common stock available for issuance under the 2018 Plan at December 31, 2019
(15,000)  Stock options granted in 2020
220,045  Stock option grants forfeited in 2020
(1,031,740) RSUs granted in 2020
(128,624) RSU granted in 2020 with performance goals that have not been determined
21,277  RSUs forfeited in 2020
3,862,134  Common stock available for issuance under the 2018 Plan at December 31, 2020

The above table does not reflect a liability-classified award with an estimated fair value of $.8 million included in accounts payable and accrued expenses in

the consolidated balance sheet at December 31, 2020.

Stock Options

Substantially all stock options grants were granted in December 2018 when the Company issued stock option grants to substantially all of the Company's employees at the time,
excluding the Company's executive officers. The stock options issued in December 2018 vest as follows: 50% on July 27, 2019; 25% on July 27, 2020; and 25% on July 27,
2021. If a participant terminates employment with the Company, vested options may be exercised for a short period of time while unvested options are forfeited. However, in
any event, a stock option will expire ten years from date of grant.
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Details about the time-based equity-classified stock options granted under the plan are as follows:

Weighted-
Options for average Weighted-average Aggregate
number of exercise remaining intrinsic value
shares price contractual terms (in thousands)
Outstanding, January 1, 2018 — —
Granted in 2018 2,044,815 § 6.95
Exercised in 2018 — —
Forfeited in 2018 (7,558) $ 6.95
Expired in 2018 I o
Outstanding, December 31, 2018 2,037,257 $ 6.95 9.6 years $ 2,139
Granted in 2019 — —
Exercised in 2019 — —
Forfeited or expired in 2019 (326,173) § 6.95
Outstanding, December 31, 2019 1,711,084 $ 6.95 8.6 years $ —
Granted in 2020 15,000 $ 2.47
Exercised in 2020 — —
Forfeited or expired in 2020 (220,045) $ 6.95
Outstanding, December 31, 2020 1,506,039 § 6.91 7.8 years $ 203
Vested and Expected to Vest 1,506,039 $ 6.91 7.8 years $ 203
Exercisable at December 31, 2020 1,125,755 $ 6.95 7.8 years $ 101

No stock options have been exercised as of December 31, 2020. For the years ended December 31, 2020, 2019 and 2018, compensation expense of $0.8 million, $2.0 million
and $0.2 million was recognized for stock option grants. As of December 31, 2020, there was approximately $.4 million of unrecognized compensation cost related to stock
options, which is expected to be recognized over a remaining weighted-average period of 0.7 years.

The table below presents the assumptions used to calculate the fair value of the stock options issued in 2020 and 2018:

2020 2018
Expected volatility 9% % 30 %
Risk-free interest rate 05 % 24 %
Expected term (years) 7.5 43
Dividend yield — % — %
Exercise price $2.47 $6.95

No stock options were granted in 2019.
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Equity-Classified Restricted Stock Units

Underlying Weighted-average (in thousands)
Common Grant-date Aggregate
Shares Fair Value Fair Value
Service-based vesting:
Unvested at January 1, 2018 —
Granted in 2018 107,142 7.00 750
Unvested at December 31, 2018 107,142
Granted in 2019 36,657 6.82 250
Vested in 2019 (53,571) 171
Forfeited in 2019 (36,657) 6.82
Unvested at December 31, 2019 53,571
Granted in 2020 892,142 2.93 2,617
Forfeited in 2020 (21,277) 2.35
Vested in 2020 (328,035) 1,150
Unvested at December 31, 2020 596,401
Performance-based vesting:
Unvested at January 1, 2018 —
Granted in 2018 95,057 10.52 1,000
Unvested at December 31, 2018 95,057
Forfeited in 2019 (23,674) 10.52
Unvested at December 31, 2019 71,383
Granted in 2020 (a) (b) 139,598 2.56 358
Forfeited in 2020 (71,383) 10.52
Unvested at December 31, 2020 139,598

(a) Includes only the portions of grants for which the performance goals have been determined and communicated to the grant recipient. For the portions of any grants for which
the required performance goals have not been determined and communicated to the grant recipient, a grant has not yet occurred for accounting purposes.

(b) Does not include a liability-classified performance-based RSU award with an estimated fair value of $.8 million.

As of December 31, 2020, there was approximately $1.6 million and $0.2 million of unrecognized compensation cost for equity-classified service-based RSUs and
performance-based RSUs, respectively, and these costs are expected to be recognized over a weighted-average period of 2.2 years and 2.6 years, respectively.

Liability-Classified Share-Based Arrangement
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In March 2020, the compensation committee of the Company's board of directors provided performance goals and achievement criteria to its CEO and Chairman. If these
performance goals are met, the Company has committed to issue an RSU grant with a target fair value of $0.8 million on the future grant date, which occurred in the first
quarter of 2021. The Company began accruing compensation expense in 2020 and through December 31, 2020 has accrued an aggregate of $0.3 million for this liability-
classified award.

Earnout Incentive Plan

The Company's Earnout Incentive Plan (the "EIP") expired on December 31, 2019. No shares were issued under the EIP. During the fourth quarter of 2019, a total of 95,057
RSUs expired under the EIP with a grant-date fair value of $10.52 each (these grants were in addition to the 95,057 RSUs issued under the 2018 Plan, as previously noted
above). Prior to December 31, 2019, it was not probable that the performance metrics would be achieved, thus no compensation expense was recognized for these RSUs for any
reporting period.

2014 Management Incentive Plan

The Priority Holdings Management Incentive Plan (the "MIP") was established in 2014 to issue share-based compensation awards to selected employees. Simultaneously with
the Business Combination and Recapitalization (see Note 14, Stockholders' Deficif), the fair value of the outstanding equity awards under the MIP were exchanged for
approximately 3.0 million shares of common stock of Priority Technology Holdings, Inc. having approximately the same fair value. As such, this exchange was not deemed to
be a modification for accounting purposes. During the year ended December 31, 2019, the Company elected to accelerate vesting for all remaining unvested awards under the
MIP, resulting in accelerated compensation expense. Compensation expense under the MIP was approximately $1.3 million and $1.5 million for the years ended December 31,
2019 and 2018, respectively. As of December 31, 2020 and 2019, there was no unrecognized compensation cost for the MIP andno grants remain outstanding under this plan.

16. EMPLOYEE BENEFIT PLANS

The Company sponsors a 401(k) defined contribution savings plan that covers substantially all of its eligible employees. Under the plan, the Company contributes safe-harbor
matching contributions to eligible plan participants on an annual basis. The Company may also contribute additional discretionary amounts to plan participants. The Company's
contributions to the plan were $1.3 million, $1.3 million, and $0.9 million for the years ended December 31, 2020, 2019, and 2018, respectively.

The Company offers a comprehensive medical benefit plan to eligible employees. All obligations under the plan are fully insured through third-party insurance companies.
Employees participating in the medical plan pay a portion of the costs for the insurance benefits.

17. FAIR VALUE

Fair Value Measurements

The following is a description of the valuation methodologies used for contingent consideration for business combinations and for the Goldman Sachs warrant prior to its July
2018 redemption (see Note 10, Long-Term Debt and Warrant Liability), both of which were initially recorded and remeasured at fair value at the end of each reporting period.
The contingent consideration for business combinations are related to acquisitions made in 2018 and the contingency periods have expired at December 31, 2020. The Goldman
Sachs warrant was fully redeemed in July 2018. Accordingly, at December 31, 2020, the Company no longer has any fair value estimates that are remeasured at the end of each
reporting period.
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Redeemed Goldman Sachs Warrant

Prior to its redemption in July 2018, the Goldman Sachs warrant was classified as level 3 in the fair value hierarchy. Historically, the fair value of the Goldman Sachs warrant
was estimated based on the fair value of Priority Holdings, LLC using a weighted-average of values derived from generally accepted valuation techniques, including market
approaches, which consider the guideline public company method, the guideline transaction method, the recent funding method, and an income approach, which considers
discounted cash flows. Priority Holdings, LLC adjusted the carrying value of the warrant to fair value as determined by the valuation model and recognized the change in fair
value as an increase or decrease in interest and other expense. On July 25, 2018, the Goldman Sachs warrant was fully redeemed in exchange for $12.7 million cash, which
resulted in a gain of $0.1 million, as the value of the Goldman Sachs warrant immediately prior to the cancellation was $12.8 million.

Contingent Consideration for Business Combinations

The initial estimated fair value of approximately $1.0 million for the contingent consideration related to the 2018 business combinations for PPS Tech and PPS Northeast (see
Note 4, Asset Acquisitions, Asset Contributions, and Business Combinations) were based on a weighted payout probability at the measurement date, which falls within Level 3
on the fair value hierarchy since these recurring fair value measurements are based on significant unobservable inputs. The probabilities used to estimate the payout probability
of the contingent consideration for the two business combinations ranged between 15% and 35% for one and between 5.0% and 80% for the other. The weighted average
probabilities were based on present value of estimated projections for financial metrics for the remaining earnout periods. At December 31, 2019 and 2018, the fair value of this
contingent consideration was estimated to be an aggregate of approximately $0.4 million and $1.0 million, respectively. During the years ended December 31, 2020 and 2019,
the carrying values of these contingent consideration arrangements were reduced by approximately $0.4 million and $0.6 million, respectively, and these amounts are reported
within selling, general and administrative expense on the Company's consolidated statements of operations. The Company paid no amounts under either of these earnout
arrangements which expired during the year ended December 31, 2020.

The following table shows a reconciliation of the beginning and ending balances for liabilities measured at fair value on a recurring basis using significant unobservable inputs
that are classified as Level 3 in the fair value hierarchy for the years ended December 31, 2020, 2019, and 2018:

(in thousands) Warrant Liability Contingent Consideration
Balance at January 1, 2018 $ 8,701 $ —
Extinguishment of GS 1.8% warrant liability (Note 10) (8,701) —
GS 2.2% warrant liability (Note 10) 12,182 —
Adjustment to fair value included in earnings 591 —
Extinguishment of GS 2.2% warrant liability (Note 10) (12,701) —
Change in fair value of warrant liability (72) —
Earnout liabilities arising from business combinations (Note 4) — 980
Balance at December 31, 2018 — 980
Adjustment to fair value included in earnings — (620)
Balance at December 31, 2019 — 360
Adjustment to fair value included in earnings — (360)
Balance at December 31, 2020 $ — 3 —

There were no transfers among the fair value levels during the years ended December 31, 2020, 2019, or 2018.

109



Fair Value Disclosures
Notes Receivable

Notes receivable are carried at amortized cost. Substantially all of the Company's notes receivable are secured, and the Company believes that all of its notes receivable are
collectible. The fair value of the Company's notes receivable at December 31, 2020 and December 31, 2019 was approximately $7.7 million and $5.7 million, respectively. On
the fair value hierarchy, Level 3 inputs are used to estimate the fair value of these notes receivable.

Debt Obligations

The Borrower's outstanding debt obligations (see Note 10, Long-Term Debt and Warrant Liability) are reflected in the Company's consolidated balance sheets at carrying value
since the Company did not elect to remeasure debt obligations to fair value at the end of each reporting period.

The fair value of the term loan facility under the Borrowers' Senior Credit Agreement at December 31, 2020 and 2019 was estimated to be approximately £78.0 million and
$381.0 million, respectively. The fair value of these notes with a notional value and carrying value (gross of deferred costs and discounts) of £79.4 million and $388.8 million,
respectively, was estimated using binding and non-binding quoted prices in an active secondary market, which considers the Borrowers' credit risk and market related
conditions, and is within Level 3 of the fair value hierarchy.

The carrying values of the Borrowers' other long-term debt obligations approximate fair value due to mechanisms in the credit agreements that adjust the applicable interest rates
and the lack of a market for these debt obligations.

18. SEGMENT INFORMATION

The Company has three reportable segments that are reviewed by the Company's chief operating decision maker ("CODM"), who is the Company's President, Chief Executive
Officer and Chairman. The Consumer Payments operating segment is one reportable segment. The Commercial Payments and Institutional Services (aka Managed Services)
operating segments are aggregated into one reportable segment, Commercial Payments. The Integrated Partners operating segment is one reportable segment.

Prior to second quarter of 2019, the Integrated Partners operating segment was aggregated with the Commercial Payments and Institutional Services operating segments and
reported as one aggregated reportable segment, Commercial Payments. As of the second quarter of 2019, the Integrated Partners operating segment is no longer aggregated into
the Commercial Payments operating segment. All comparative periods have been adjusted to reflect the current three reportable segments.

More information about ourthree reportable segments:

*  Consumer Payments — represents consumer-related services and offerings including merchant acquiring and transaction processing services including the proprietary MX
enterprise suite. Either through acquisition of merchant portfolios or through resellers, the Company becomes a party or enters into contracts with a merchant and a
sponsor bank. Pursuant to the contracts, for each card transaction, the sponsor bank collects payment from the credit, debit or other payment card issuing bank, net of
interchange fees due to the issuing bank, pays credit card association (e.g., Visa, MasterCard) assessments and pays the transaction fee due to the Company for the suite
of processing and related services it provides to merchants, with the remainder going to the merchant.

*  Commercial Payments — represents services provided to certain enterprise customers, including outsourced sales force to those customers and accounts payable
automation services to commercial customers.
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*  Integrated Partners - represents payment adjacent services that are provided primarily to the rental real estate and rental storage, medical and hospitality industries.
Integrated Partners had no material operations prior to 2018 and sold a significant portion of its business in September 2020.

Corporate includes costs of corporate functions and shared services not allocated to our reportable segments.

Information on segments and reconciliations to consolidated revenues, consolidated income (loss) from operations, and consolidated depreciation and amortization are as
follows for the years presented:

Year Ended December 31,

(in thousands) 2020 2019 2018
Revenues:

Consumer Payments $ 367,816 $ 330,599 $ 347,013

Commercial Payments 20,922 25,980 27,056

Integrated Partners 15,604 15,275 1,753
Consolidated revenues $ 404,342 § 371,854 $ 375,822
Income (loss) from operations:

Consumer Payments $ 38,392 $ 32,237 $ 47,002

Commercial Payments 923 (891) (952)

Integrated Partners 1,404 725 (1,969)

Corporate (19,858) (24,887) (27,688)
Consolidated income from operations $ 20,861 $ 7,184 $ 16,393
Depreciation and amortization:

Consumer Payments $ 35,002 $ 32,842 $ 17,945

Commercial Payments 306 323 557

Integrated Partners 4,299 4,398 145

Corporate 1,168 1,529 1,093
Consolidated depreciation and amortization $ 40,775 $ 39,092 § 19,740
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A reconciliation of total income from operations of reportable segments to the Company's net income (loss) attributable to stockholders of Priority Technology Holdings, Inc. is
provided in the following table:

Year Ended December 31,

(in thousands) 2020 2019 2018
Total income from operations of reportable segments $ 40,719 § 32,071  $ 44,081
Less Corporate (19,858) (24,887) (27,688)
Less interest expense (44,839) (40,653) (29,935)
Less debt modification and extinguishment expense (1,899) — (2,043)
Add gain on sale of business 107,239 — —
Add (less) other, net 596 710 (4,741)
Income tax (expense) benefit (10,899) (830) 2,490

Net income (loss) 71,059 (33,589) (17,836)
Less earnings attributable to non-controlling interests (45,398) — —

Net income (loss) attributable to stockholders of Priority Technology Holdings, Inc. $ 25,661 $ (33,589) $ (17,836)
Total assets, all located in the United States, by reportable segment reconciled to consolidated assets as of December 31, 2020 and 2019 were as follows:
(in thousands) As of December 31,

2020 2019

Consumer Payments $ 261,675 $ 274,136
Commercial Payments 81,106 45,152
Integrated Partners 3,991 74,386
Corporate 71,057 70,831
Total consolidated assets $ 417,829  § 464,505

Assets in Corporate at December 31, 2020 and 2019 primarily represent prepaid expenses and other current assets; property, equipment and software; and net deferred income
tax assets. Substantially all assets related to business operations are assigned to one of the Company's three reportable segments even though some of those assets result in
Corporate expenses.

19. EARNINGS (LOSS) PER COMMON SHARE

As a result of the Recapitalization, the Company has retrospectively adjusted the weighted-average Class A units outstanding prior to July 25, 2018 by multiplying them by the
exchange ratio used to determine the number of Class A common stock into which they converted.

The following tables set forth the computation of the Company's earnings (loss) per common share:
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(in thousands except per share amounts)

Numerator:
Net income (loss)
Less: Income allocated to participating securities
Less: Earnings attributable to non-controlling interests

Net income (loss) attributable to stockholders of Priority Technology Holdings, Inc.

Basic:
Weighted-average common stock shares outstanding
Basic earnings (loss) per common share

Fully Diluted:
Weighted-average common stock shares outstanding
Weighted-average dilutive common shares outstanding
Weighted-average common shares for fully-diluted earnings (loss) per share

Fully-diluted earnings (loss) per common share

Anti-dilutive securities that were excluded from earnings (loss) per common share that could potentially be dilutive in future periods are as follows:

(in thousands)

Stock options (1)

Restricted stock units (1)

Liability-classified restricted stock units (1)
Earnout incentive awards subject to vesting (2)
Warrants on common stock (3)

Options and warrants issued to underwriter (3)
Earnout incentive awards subject to issuance (2)

Total

(1) Granted under the 2018 Equity Incentive Plan. See Note 15, Share-Based Compensation.

(2) Plan expired on December 31, 2019 with no shares issued.
(3) Issued by M.I. Acquisitions prior to July 25, 2018. See Note 14, Stockholders' Deficit.

20. SELECTED QUARTERLY FINANCIAL RESULTS (UNAUDITED)
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Year Ended December 31,

2020 2019 2018
71,059 $ (33,589) $ (17,836)
— — (45)
(45,398) — —
25,661 $ (33,589) $ (17,881)
67,158 67,086 61,607
038 $ 0.50) $ 0.29)
67,158 67,086 61,607
105 — —
67,263 67,086 61,607
038 $ 0.50) $ 0.29)

As of December 31,
2018

1,506 1,711 2,091
280 125 202
107 — —
— — 95
3,556 3,556 5,731
600 600 600
— — 9,705
6,049 5,992 18,424




(in thousands, except per share amounts)

Revenues

Operating expenses

Income from operations

Interest expense

Gain on sale of business

Debt extinguishment and modification expenses
Other, net

Income tax (benefit) expense

Net (loss) income

Income attributable to non-controlling interests

Net (loss) income attributable to stockholders of Priority Technology Holdings,
Inc.

Basic and diluted (loss) income per common share (1)

(in thousands, except per share amounts)

Revenues

Operating expenses

Income from operations
Interest expense

Other, net

Income tax (benefit) expense
Net loss

Basic and diluted loss per common share (1)

(1) May not be additive to the net (loss) income per common share amounts for the year due to the calculation provision of ASC 260, Earnings Per Share.
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2020

1Q 20 3Q 4Q Year
$ 96,933 $ 92,356 $ 108,962 $ 106,091 404,342
93,374 88,325 101,920 99,862 383,481
3,559 4,031 7,042 6,229 20,861
(10,315) (11,668) (13.471) 9,385) (44,839)
— — 107,239 — 107,239
(376) (1,523) (1,899)
30 194 190 182 596
(1,233) 415 13,737 (2,020) 10,899
(5,869) (7,858) 85,740 (954) 71,059
_ — (45,348) (50) (45,398)
(5,869) (7,858) $ 40392 $ (1,004) 25,661
$ 0.09) $ ©.12) 8 0.60 $ (0.01) 0.38

2019

1Q 2Q 3Q 4Q Year
$ 87,646 §$ 92,142 § 93,883 § 98,183 371,854
86,680 89,706 91,158 97,126 364,670
966 2,436 2,725 1,057 7,184
9,363) (10,776) (10,463) (10,051) (40,653)
227 138 158 187 710
(1,724) 5,928 (1,736) (1,638) 830
$ (6,446) $ (14,130) $ (5,844) § (7,169) (33,589)
$ 0.10) $ ©021) $ 0.09) $ ©.11) (0.50)



21. SUBSEQUENT EVENTS
Merger with Finxera Holdings, Inc.

On March 5, 2021, the Company entered into a definitive merger agreement to acquire Finxera Holdings, Inc. (“Finxera”). Finxera is a provider of deposit account management
payment processing services to the debt settlement industry. The transaction is expected to close in the third quarter of 2021, subject to customary closing conditions, regulatory
approvals, shareholder approval for both companies, and Finxera having delivered all required consents of banking departments or other governmental entities related to its
money transmitter licenses or an arrangement sufficient to enable Finxera to continue operating the business in any material jurisdictions in compliance with all applicable law
without a money transmitter license. In the event that the condition is waived for a material jurisdiction pursuant to the above, the Company’s closing stock consideration will
be reduced by $10 million, and if a non-material jurisdiction, Finxera will take all steps necessary to ensure compliance with applicable law.

Consideration for the Merger will consist of a combination of cash and stock, with the purchase price comprising of: (a) $25 million, plus (b) the aggregate value of the current
assets of the Finxera and each of its subsidiaries (the “Group Companies”) less the aggregate value of the current liabilities of Group Companies, in each case, determined on a
consolidated basis without duplication, as of the close of business on the business day immediately preceding the date of the Closing (which may be a positive or negative
number), plus (c) the sum of all cash and cash equivalents of the Group Companies as of the close of business on the business day immediately preceding the date of the Closing,
minus (d) the amount of indebtedness of the Group Companies as of the close of the business day immediately prior to the date of the Closing, minus (e) the amount of unpaid
transaction expenses, minus (f) 25% of the earnings of the Group Companies during the period between the signing of the Merger Agreement and the Closing.

If the merger agreement is terminated by the Company because the transactions have not been consummated by February 28, 2022, and every condition to consummate the
transactions contemplated by the merger agreement has been satisfied and the merger has not been consummated, or if the Company is in material breach of the representations,
warranties or covenants in the merger agreement, then the Company may be required to pay Finxera a $22.5 million termination fee.

Debt Commitment Letter

In connection with the definitive merger agreement, Priority entered into a debt commitment letter with Truist Bank and Truist Securities, Inc. to provide Priority with
$300 million of term loan commitments, $290 million of delayed draw term loan commitments, and a $40 million revolving credit facility, subject to the conditions set forth in
the debt commitment letter. The proceeds of the term loan facility and the revolving credit facility will be used to refinance existing Senior loan facilities, to pay fees and
expenses in connection with the refinancing, and for working capital and general corporate requirements. The proceeds of the delayed draw term loan facility will be used to
finance a portion of the merger consideration and paying fees and expenses related to the merger.

The availability of loans under the term loan commitments and the revolving credit facility is subject to certain conditions including, but not limited to, prior or substantially
simultaneous completion of the transactions contemplated by the equity commitment letter (as described below), either a successful marketing period in connection with the
syndication of the initial term loan facility and the revolving credit facility or substantially simultaneous satisfaction of the conditions precedent for the delayed draw term loan
facility, and certain other customary closing conditions.

The availability of loans under the delayed draw term loan facility is subject to certain conditions including, but not limited to, completion of the merger in accordance with the
merger agreement substantially concurrently with the borrowing under the delayed draw term loan facility, substantially simultaneous occurrence of the issuance of common
equity of the Company as merger consideration, pro forma leverage below a particular threshold, and certain other customary closing conditions.

Equity Commitment Letter

Additionally in connection with the definitive merger agreement, the Company entered into a preferred stock commitment letter with Ares Capital Management LLC (“ACM”)
and Ares Alternative Credit Management LLC (“AACM” and together with
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ACM, the “Equity Commitment Parties”), pursuant to which, among other things, the Equity Commitment Parties have agreed to purchase perpetual senior preferred equity
securities (the “Preferred Stock™) of the Company (a) to be issued in connection with the refinancing and repayment in full of certain Credit and Guaranty Agreements as
described in the Equity Commitment Letter (the “Closing Date Refinancing”) (the “Initial Preferred Stock” and the issuance and sale thereof and certain warrants representing
2.50% of the fully diluted Company Common Shares at the Closing, the “Initial Preferred Stock Financing™) in an amount equal to (i) in the case of ACM, $0.0 million and
(ii) in the case of AACM, $60.0 million, (b) to be issued in connection with the Merger (the “Acquisition Preferred Stock™ and the issuance and sale thereof, the “Acquisition
Preferred Stock Financing”) in an amount equal to (i) in the case of ACM, $30.0 million and (ii) in the case of AACM, $20.0 million and (c¢) available to be issued in connection
with one or more acquisitions by the Company or its subsidiaries as permitted by the Equity Commitment Letter (the “Delayed Preferred Stock” and the issuance and sale
thereof, the “Delayed Preferred Stock Financing” and together with the Initial Preferred Stock Financing and the Acquisition Preferred Stock Financing, the “Preferred Stock
Financing”) an amount equal to (i) in the case of ACM, $30.0 million and (ii) in the case of AACM, $20.0 million. The Company has also agreed to issue to the Equity
Commitment Parties warrants to purchase shares of common stock of the Company equal to an aggregate of 2.5% of the outstanding shares of common stock at a nominal
exercise price.

The Preferred Stock will require quarterly dividend payments initially equal to a LIBOR rate plusl2% per annum of the liquidation preference, of which at least LIBOR plus
5% is to be payable in cash and the remainder paid in kind. In certain circumstances, including if the Company does not pay the minimum cash dividend, the required dividend
may be increased. The Preferred Stock will be redeemable beginningtwo years after the first issuance of Preferred Stock at a price equal to102% of the liquidation preference
of the Preferred Stock plus any accrued and unpaid dividends or, beginning three years after the first issuance of Preferred Stock, at a price equal to the liquidation preference
plus any accrued and unpaid dividends. Prior to two years after the first issuance, the Preferred Stock is redeemable at a make-whole rate. In the event of a change of control or
liquidation event, the Company will be required to redeem the outstanding Preferred Stock. The Preferred Stock will not have any voting rights except as required under
Delaware law, but certain actions by the Company will require the consent of holders of a majority of the Preferred Stock. In addition, the Preferred Stock will include certain
covenants restricting, among other things, restricted payments, the incurrence of indebtedness, acquisitions and investments.

The Equity Commitment Parties’ commitment to provide the initial preferred stock financing is subject to certain conditions including but not limited to, the occurrence of the
debt commitment refinancing, execution and delivery of the definitive documentation for the preferred stock financing, delivery by the Company to the investors of evidence of
a bound buyer-side representation and warranty insurance policy, and certain other customary closing conditions.
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ITEM 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTANTS ON ACCOUNTING AND FINANCIAL DISCLOSURE

N/A

ITEM 9A. CONTROLS AND PROCEDURES
a) Evaluation of Disclosure Controls and Procedures

We maintain disclosure controls and procedures, as defined in Rules 13a-15(e) and 15d-15(e) of the Securities Exchange Act of 1934 (the "Exchange Act"), designed to provide
reasonable assurance that information required to be disclosed by the Company in reports that it files or submits under the Exchange Act is recorded, processed, summarized or
reported within the time periods specified in SEC rules and regulations and that such information is accumulated and communicated to our management, including our principal
executive officer (CEO) and chief financial officer (CFO) and, as appropriate, to allow timely decisions regarding required disclosures.

Management, with the participation of the CEO and CFO, has evaluated the effectiveness of the Company's disclosure controls and procedures as of December 31, 2020. Based
on that evaluation, the Company's CEO and CFO concluded that the Company's disclosure controls and procedures were effective as of December 31, 2020.

b) Report of Management on Internal Control over Financial Reporting

Our management is responsible for establishing and maintaining adequate internal control over financial reporting as defined in Rules 13a-15(f) and 15d-15(f) under the
Securities Exchange Act of 1934. Our internal control over financial reporting is a process designed 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. The Company's internal control over
financial reporting includes those policies and procedures that:

(i) pertain to maintenance of records that, in reasonable detail, accurately and fairly reflect the transactions and disposition of the Company's assets;

(i) provide reasonable assurance that transactions are recorded as necessary to permit preparation of financial statements in accordance with U.S. generally accepted accounting
principles, and that receipts and expenditures of the Company are made only in accordance with authorizations of the Company's management and directors; and

(iii) provide reasonable assurance regarding prevention or timely detection of unauthorized acquisition, use or disposition of the Company's assets that could have a material
effect on the financial statements.

Because of its inherent limitations, internal control over financial reporting may not prevent or detect all misstatements. Also, projections of any evaluation of effectiveness to
future periods are subject to the risk that controls may become inadequate because of changes in conditions, or that the degree of compliance with the policies or procedures
may deteriorate.

Management assessed the effectiveness of the Company's internal control over financial reporting as of December 31, 2020. In making this assessment, management used the
criteria set forth by the Committee of Sponsoring Organizations of the Treadway Commission (COSO) the Internal Control - Integrated Framework (2013). Based on this
assessment, management determined that the Company maintained effective internal control over financial reporting as of December 31, 2020.

(c) Remediation of Material Weakness

In previous years, management determined that the Company did not maintain effective internal control over financial reporting due to the lack of sufficient accounting and
financial reporting resources, deficiencies in certain aspects of our financial statement review and close processes, and functional limitations of the accounting and financial
reporting system. Specifically,
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the Company did not maintain adequate reconciliation processes and management oversight related to the accounting for certain settlement activities with the Company’s
sponsor banks, merchants and ISOs and for the accounting for certain chargeback revenues and related costs in the correct accounting periods in accordance with U.S. GAAP.
Also, certain accounting entries lacked sufficient supporting documentation and evidence of review. These control deficiencies constituted material weaknesses.

As a result of identifying material weaknesses in internal control over financial reporting, we implemented numerous improvements to remediate these control weaknesses.
These improvements included:

Accounting and financial reporting resources - in December 2018 the Company hired an experienced Chief Financial Officer with significant public accounting and
reporting experience and during 2019, the Company hired additional accounting and finance resources with requisite expertise and significant experience in public
accounting, financial reporting and internal controls;

Financial statement review and closing processes — we implemented policies and procedures to ensure consistent application of adequate controls are performed in the
monthly, quarterly and annual financial statement closing process, and personnel exercising these controls are adequately trained to perform these functions;

Functional limitations of the accounting and financial reporting system — enhanced financial statement preparation and analysis capabilities have been achieved through
implementation of automated software that remediated weaknesses in the accounting system;

Reconciliation processes and management oversight related to the accounting for certain settlement activities— we implemented policies and procedures to ensure
consistent application of adequate controls are performed in the reconciliation of all settlement accounts and personnel exercising these controls are adequately trained to
perform these functions;

Supporting documentation and review of accounting entries - we implemented policies and procedures to consistently ensure all journal entries are supported by
adequate documentation and are reviewed and approved by supervisory personnel.

After completing our testing of the design and operating effectiveness of these new control procedures, we concluded that we have remediated the previously identified material
weaknesses as of December 31, 2020.

d) Attestation Report of Independent Registered Public Accounting Firm

Not applicable due to the Company’s status as an Emerging Growth Company and a non-accelerated filer.

e) Changes in Internal Control over Financial Reporting

There were no changes in the Company’s internal control over financial reporting during the fourth quarter of 2020 that have materially affected, or are reasonably likely to
materially affect, the Company's internal control over financial reporting.

ITEM 9B. OTHER INFORMATION

N/A
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PART III.

ITEM 10. DIRECTORS, EXECUTIVE OFFICERS AND CORPORATE GOVERNANCE

The information called for by Item 10 is incorporated herein by reference to the definitive proxy statement relating to the Company's 2021 Annual Meeting of Stockholders. We
intend to file such definitive proxy statement with the SEC pursuant to Regulation 14A within 120 days of the end of the fiscal year covered by this Annual Report on Form 10-
K.

ITEM 11. EXECUTIVE COMPENSATION

The information called for by Item 11 is incorporated herein by reference to the definitive proxy statement referenced above in Item 10.

ITEM 12. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT AND RELATED STOCKHOLDER MATTERS

The information called for by Item 12 is incorporated herein by reference to the definitive proxy statement referenced above in Item 10.

ITEM 13. CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS, AND DIRECTOR INDEPENDENCE

The information called for by Item 13 is incorporated herein by reference to the definitive proxy statement referenced above in Item 10.

ITEM 14. PRINCIPAL ACCOUNTING FEES AND SERVICES

The information called for by Item 14 is incorporated herein by reference to the definitive proxy statement referenced above in Item 10.
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PART IV.

ITEM 15. EXHIBITS, FINANCIAL STATEMENT SCHEDULES

(a) (1) Our consolidated financial statements listed below are set forth in Ttem 8 - Financial Statements and Supplementary Data" of this Annual Report on Form 10-K:

Page
Reports of Independent Registered Public Accounting Firms 53
Consolidated Balance Sheets as of December 31, 2020 and December 31, 2019 55
Consolidated Statements of Operations for the Years Ended December 31, 2®0, 2019, and 2018 56
Consolidated Statements of Changes in Stockholders' Deficit for the Years Ended December 31, 220, 2019, and 2018 57
Consolidated Statements of Cash Flows for the Years Ended December 31, 220, 2019, and 2018 59
Notes to the Consolidated Financial Statements 61

(2) Financial Statement Schedules

N/A

(b) Exhibits

Exhibit Description

2.1 Second Amended and Restated Contribution Agreement, dated as of April 17, 2018, by and among Priority Investment Holdings,
Priority Incentive Equity Holdings, LLC and M I Acquisitions, Inc. (incorporated by reference to Annex A to the Company's Proxy
Statement on Schedule 14(a), filed July 5, 2018).

2.2 Agreement and Plan of Merger by and among the Company, Finxera Holdings, Inc., Prime Warrior Acquisition Corp., and Stone
Point Capital LLC.

3.1 Second Amended and Restated Certificate of Incorporation of Priority Technology Holdings, Inc. (incorporated by reference to
Exhibit 3.1 to the Company's Current Report on Form 8-K, filed July 31, 2018).

32 Amended and Restated Bylaws of Priority Technology Holdings, Inc. (incorporated by reference to Exhibit 3.2 to the Company's
Current Report on Form 8-K, filed July 31, 2018).

4.1 Specimen Unit Certificate (incorporated by reference to Exhibit 4.1 to the Registration Statement on Form S-1, filed July 26, 2016.

42 Specimen Common Stock Certificate (incorporated by reference to Exhibit 4.2 to the Registration Statement on Form S-1, filed July
26, 2016).

43 Specimen Warrant Certificate (incorporated by reference to Exhibit 4.3 to the Registration Statement on Form S-1, filed July 26,
2016).

44 Warrant Agreement, dated September 13, 2016, by and between American Stock Transfer & Trust Company, LLC and the Registrant
(incorporated by reference to Exhibit 4.1 to the Current Report on Form 8-K, filed September 16, 2016).

4.5%* Description of Securities

10.1 Registration Rights Agreement dated as of July 25, 2018 by and among M I Acquisitions, Inc. and the other parties thereto

(incorporated by reference to Exhibit 10.1 to the Company's Current Report on Form 8-K, filed July 31, 2018).
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Priority Technology Holdings, Inc. 2018 Equity Incentive Plan (incorporated by reference to Exhibit 10.2 to the Company's Current
Report on Form 8-K, filed July 31, 2018).

Credit and Guaranty Agreement, dated as of January 3, 2017 by and among Pipeline Cynergy Holdings, LLC, Priority Institutional
Partner Services, LLC, Priority Payment Systems Holdings LLC, Priority Holdings, LLC, the Credit Parties, the Lenders and
SunTrust Bank (incorporated by reference to Exhibit 10.4 to the Company's Current Report on Form 8-K, filed July 31, 2018).

First Amendment to the Credit and Guaranty Agreement, dated as of November 14, 2017 by and among Pipeline Cynergy Holdings,
LLC, Priority Institutional Partner Services, LLC, Priority Payment Systems Holdings LLC, Priority Holdings, LLC, the other
Guarantors, the Lenders and SunTrust Bank (incorporated by reference to Exhibit 10.4.1 to the Company's Current Report on Form 8-
K, filed July 31, 2018).

Second Amendment to the Credit and Guaranty Agreement, dated as of January 11, 2018 by and among Pipeline Cynergy Holdings,
LLC, Priority Institutional Partner Services, LLC, Priority Payment Systems Holdings LLC, Priority Holdings, LLC, the other
Guarantors, each 2018 Converting Lender, each new 2018 Refinancing Term Lender, each 2018 Incremental Term Loan Lenders, each
Revolving Credit Lender and SunTrust Bank (incorporated by reference to Exhibit 10.4.2 to the Company's Current Report on Form 8-
K, filed July 31, 2018).

Third Amendment to the Credit and Guaranty Agreement, dated as of December 24, 2018 by and among Pipeline Cynergy Holdings,
LLC, Priority Institutional Partner Services, LLC, Priority Payment Systems Holdings LLC, Priority Holdings, LLC, the other
Guarantors, each 2018-2 Incremental Term Loan Lender, each Delayed Draw Term Loan Lender, other Lender party thereto and
SunTrust Bank (incorporated by reference to Exhibit 10.1 to the Company's Current Report on Form 8-K, filed December 26, 2018).

Sixth Amendment to the Credit and Guaranty Agreement dated as of March 18, 2020 by and among Pipeline Cynergy Holdings LLC,
Priority Institutional Partner Services LLC, Priority Payment Systems Holdings LLC, Priority Holdings LLC, the others Guarantors,
and Truist Bank (successor by merger to SunTrust Bank), (incorporated by reference to Exhibit 10.1 to the Company's Current Report
on Form 8-K, filed March 23, 2020).

Credit and Guaranty Agreement, dated as of January 3, 2017, by and among Priority Holdings, LLC, the Credit Parties, the Lenders
and Goldman Sachs Specialty Lending Group, L.P. (incorporated by reference to Exhibit 10.5 to the Company's Current Report on
Form 8-K, filed July 31, 2018).

First Amendment to the Credit and Guaranty Agreement, dated as of November 14, 2017, by and among Priority Holdings LLC, the
Guarantors, the Lenders and Goldman Sachs Specialty Group, L.P. (incorporated by reference to Exhibit 10.5.1 to the Company's
Current Report on Form 8-K, filed July 31, 2018).

Consent and Second Amendment to the Credit and Guaranty Agreement, dated as of January 11, 2018, by and among Priority
Holdings LLC, the Guarantors, the Lenders and Goldman Sachs Specialty Group, L.P. (incorporated by reference to Exhibit 10.5.2 to
the Company's Current Report on Form 8-K, filed July 31, 2018).

Consent and Third Amendment to the Credit and Guaranty Agreement, dated as of December 24, 2018 by and among Priority
Holdings LLC, the Guarantors, the Lenders and Goldman Sachs Specialty Group, L.P. (incorporated by reference to Exhibit 10.2 to
the Company's Current Report on Form 8-K, filed December 26, 2018).

Consent and Sixth Amendment to Credit and Guaranty Agreement, dated as of March 18, 2020 by and among Priority Holdings LLC,
the Guarantors, the Lenders and Goldman Sachs Specialty Group LP (incorporated by reference to Exhibit 10.2 to the Company's
Current Report on Form 8-K, filed March 23, 2020).

Director Agreement by and among Priority Holdings LLC, Pipeline Cynergy Holdings, LLC, Priority Payment Systems Holdings,
LLC and Thomas C. Priore, dated May 21, 2014 (incorporated by reference to Exhibit 10.6 to the Company's Registration Statement
on Form S-4/A, filed December 26, 2018).

Amendment No. 1 to Director Agreement by and among Priority Holdings LLC, Pipeline Cynergy Holdings, LLC, Priority Payment
Systems Holdings, LLC and Thomas C. Priore, dated April 19, 2018 (incorporated by reference to Exhibit 10.7 to the Company's
Registration Statement on Form S-4/A, filed December 26, 2018).

Executive Employment Agreement between Priority Payment Systems Holdings LLC, Pipeline Cynergy Holdings, LLC, Priority
Holdings, LLC and John V. Priore, dated May 21, 2014 (incorporated by reference to Exhibit 10.2 to the Company's Current Report
on Form 8-K, filed December 26, 2018).

Amendment to Executive Employment Agreement between Priority Payment Systems Holdings LLC, Pipeline Cynergy Holdings,
LLC, Priority Holdings, LLC and John V. Priore, dated November 13, 2018 (incorporated by reference to Exhibit 10.3 to the
Company's Current Report on Form 8-K, filed December 26, 2018).
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Director Agreement by and among Priority Technology Holdings, Inc. and John V. Priore, dated December 1, 2018 (incorporated by
reference to Exhibit 10.4 to the Company's Current Report on Form 8-K, filed December 26, 2018).

Employment Agreement between Priority Payment Systems Holdings LLC, Pipeline Cynergy Holdings, LLC, Priority Holdings,
LLC and Afshin Yazdian, dated May 21, 2014 (incorporated by reference to Exhibit 10.11 to the Company's Registration Statement
on Form S-4/A, filed December 26, 2018).

Executive Employment Agreement between Priority Technology Holdings, Inc. and Michael Vollkommer, dated December 20, 2018
(incorporated by reference to Exhibit 10.1 to the Company's Current Report on Form 8-K, filed December 26, 2018).

Restricted Stock Unit Award Agreement between Priority Technology Holdings, Inc. and Michael Vollkommer, dated December 20,
2018 (incorporated by reference to Exhibit 10.13 to the Company's Annual Report on Form 10-K, filed March 29, 2019).

Form of Independent Director Agreement (incorporated by reference to Exhibit 10.19 to the Company's Annual Report on Form 10-
K, filed March 29, 2019).

Asset Purchase Agreement by and between MRI Payments LLC, MRI Software LLC, and Priority Real Estate Technology LLC,
dated August 31, 2020 (incorporated by reference to Exhibit 10.1 to the Company's Current Report on Form 8-K filed September 1,
2020).

Support Agreement, dated as of March 5, 2021, by and among the Stockholders and Finxera
Debt Commitment Letter, dated as of March 5, 2021, between Priority Holdings, LLC and Truist Securities, Inc.

Preferred Stock Commitment Letter, dated as of March 5, 2021, among the Company and certain affiliates of Ares Capital
Management LLC

Subsidiaries
Consent of Independent Registered Public Accounting Firm.
Consent of Independent Registered Public Accounting Firm.

Certification of Chief Executive Officer pursuant to Rule 13a-14 and Rule 15d-14(a), promulgated under the Securities and
Exchange Act of 1934, as amended.

Certification of Chief Financial Officer pursuant to Rule 13a-14 and Rule 15d-14(a), promulgated under the Securities and Exchange
Act of 1934, as amended.

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

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.

XBRL Taxonomy Extension Schema Document

XBRL Taxonomy Extension Calculation Linkbase Document
XBRL Taxonomy Extension Label Linkbase Document
XBRL Taxonomy Extension Presentation Linkbase Document
XBRL Taxonomy Extension Definition Linkbase Document

** Furnished herewith
T Indicates exhibits that constitute management contracts or compensation plans or arrangements.

ITEM 16. FORM 10-K SUMMARY

None.
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https://www.sec.gov/Archives/edgar/data/1653558/000165355820000148/assetpurchaseagreement.htm
https://www.sec.gov/Archives/edgar/data/1653558/000165355820000148/assetpurchaseagreement.htm

SIGNATURES

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on its behalf by the
undersigned, thereunto duly authorized.

PRIORITY TECHNOLOGY HOLDINGS, INC.

March 31, 2021 /s/ Thomas C. Priore
Thomas C. Priore
President, Chief Executive Officer and Chairman
(Principal Executive Officer)

Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed below by the following persons on behalf of the registrant and in the capacities
and on the dates indicated.

Signature Title Date
/s/ Thomas C. Priore President, Chief Executive Officer and Chairman
Thomas C. Priore (Principal Executive Officer) March 31, 2021
/s/ Michael Vollkommer Chief Financial Officer
Michael Vollkommer (Principal Financial Officer) March 31, 2021
/s/ Pamela Tefft Controller and Chief Accounting Officer
Pamela Tefft (Principal Accounting Officer) March 31, 2021
/s/ John Priore Vice-Chairman March 31, 2021
John Priore
/s/ Michael Passilla
Michael Passilla Director March 31, 2021
/s/ Marietta C. Davis
Marietta C. Davis Director March 31, 2021
/s/ Christina M. Favilla
Christina M. Favilla Director March 31, 2021
/s/ Stephen W. Hipp
Stephen W. Hipp Director March 31, 2021
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EXHIBIT 2.2

Agreement and Plan of Merger

BY AND AMONG

Finxera HOLDINGS, inc.,

PRIORITY TECHNOLOGY HOLDINGS, INC,,

PRIME WARRIOR ACQUISITION CORP.,,

AND, SOLELY IN ITS CAPACITY AS THE EQUITYHOLDER REPRESENTATIVE,

STONE POINT CAPITAL LLC

DATED AS OF MARCH 5, 2021
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AGREEMENT and plan of merger

This AGREEMENT AND PLAN OF MERGER (this “Agreement”), dated as of March 5, 2021, is made by and among Finxera
Holdings, Inc., a Delaware corporation (the “Company”), Priority Technology Holdings, Inc., a Delaware corporation (“Parent”), Prime
Warrior Acquisition Corp., a Delaware corporation and wholly owned indirect subsidiary of Parent (“Merger Sub™), and, solely in its capacity
as the representative of the Equityholders (as defined herein), Stone Point Capital LLC, a Delaware limited liability company (the
“Equityholder Representative™). The Company, Parent, Merger Sub and the Equityholder Representative shall be referred to herein from time
to time collectively as the “Parties”.

RECITALS:

WHEREAS, Parent, Merger Sub and the Company wish to effect a business combination through a merger of Merger Sub with and into
the Company on the terms and conditions set forth in this Agreement and in accordance with the Delaware General Corporation Law (the
“DGCL”);

WHEREAS, the Company’s Board of Directors (the “Company Board”), Parent’s Board of Directors (the “Parent Board”) and Merger
Sub’s Board of Directors (the “Merger Sub Board”) have each determined that the Merger is advisable to, fair to and in the best interests of
their respective stockholders upon the terms and subject to the conditions set forth in this Agreement and in accordance with the DGCL; and

WHEREAS, (a) the Company Board, the Parent Board and the Merger Sub Board have each approved the Merger and (b) the
Company Board and the Merger Sub Board have recommended that their respective stockholders approve and adopt this Agreement, in each
case, upon the terms and subject to the conditions set forth in this Agreement.

NOW, THEREFORE, in consideration of the premises and the mutual promises contained herein and for other good and valuable
consideration, the receipt and sufficiency of which are hereby acknowledged, the Parties hereby intending to be legally bound agree as follows:

Article 1.

CERTAIN DEFINITIONS
Section a. Certain Definitions

. As used in this Agreement, the following terms have the respective meanings set forth below.

“20-Day VWAP” means, for the Parent Common Shares as of any specified date(s), the dollar volume-weighted average price for such
Parent Common Shares on the principal securities exchange or securities market on which such Parent Common Shares are then listed during
the period beginning at 9:30:01 a.m., New York time, and ending at 4:00:00 p.m., New York time, as reported by Bloomberg through its “HP”
function (set to weighted average) or, if the

DOCID - 32901658.22



foregoing does not apply, the dollar volume-weighted average price of such Parent Common Shares in the over-the-counter market on the
electronic bulletin board for such Parent Common Shares during the period beginning at 9:30:01 a.m., New York time, and ending at 4:00:00
p.m., New York time, as reported by Bloomberg, through its “HP” function, or if no dollar volume-weighted average price is reported for such
Parent Common Shares by Bloomberg for such hours, the average of the highest closing bid price and the lowest closing ask price of any of
the market makers for such Parent Common Shares as reported by OTC Markets Group Inc., in each case for the twenty (20) trading days
ending on such specified date. If the 20-Day VWAP cannot be calculated for such Parent Common Shares on such date(s) on any of the
foregoing bases, the 20-Day VWAP of such Parent Common Shares on such date(s) shall be the fair market value thereof on such date(s) as
reasonably determined by a nationally recognized independent investment banking firm mutually agreed between Parent and the Equityholder
Representative.

“280G Shareholder Approval Requirements” has the meaning set forth in Section 5.14(b).
“Accounting Firm” has the meaning set forth in Section 2.8(e)(ii).

“Accounting Principles” means the principles, practices, methodologies and procedures used by the Group Companies in the
preparation of the Most Recent Financial Statements.

“Acquisition Transaction” has the meaning set forth in Section 5.7.

“Action” has the meaning set forth in Section 9.13.

“Actual Adjustment” means an amount, which may be a positive or negative number, equal to (a) the Purchase Price as finally
determined pursuant to Section 2.8(e), minus (b) the Estimated Purchase Price.

“Actual Shares Outstanding” means the aggregate number of Shares outstanding as of immediately prior to the Effective Time.

“Affiliate” means, with respect to any Person, any other Person that directly or indirectly, through one or more intermediaries, controls,
is controlled by, or is under common control with, such first Person. The term “control” means the possession, directly or indirectly, of the
power to direct or cause the direction of the management and policies of a Person, whether through the ownership of voting securities, by
contract or otherwise, and the terms “controlled” and “controlling” have meanings correlative thereto. Notwithstanding the foregoing, in the
case of the Group Companies and the Stockholders, the term “Affiliate” shall not include other “portfolio companies” of funds managed by
Stone Point Capital LLC.

“Aggregate Option Exercise Price” means the aggregate exercise price that would be payable to the Company in respect of all Vested

Company Options had such Vested Company Options been exercised in full (and assuming concurrent payment in full of the exercise price of
each such Vested Company Option solely in cash), immediately prior to the Closing.
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“Aggregate Shares Deemed Outstanding” means the sum of (a) the Actual Shares Outstanding, plus (b) the aggregate number of Shares
issuable in respect of all Vested Company Options outstanding as of immediately prior to the Effective Time (assuming concurrent payment in
full of the Aggregate Option Exercise Price solely in cash).

“Agreement” has the meaning set forth in the preamble to this Agreement.
“Allocation Schedule” has the meaning set forth in Section 2.8(b).
“Alternative Arrangement” has the meaning set forth in Section 5.4(e).
“Alternative Commitment Letter” has the meaning set forth in Section 5.12(b).
“Alternative Financing” has the meaning set forth in Section 5.12(b).
“Anti-Money Laundering Laws” has the meaning set forth in Section 3.13(e).

“Antitrust Laws” means all U.S. federal, state, provincial and foreign, if any, statutes, rules, regulations, orders, decrees, administrative
and judicial doctrines and other Laws that are designed or intended to prohibit, restrict or regulate actions having the purpose or effect of
monopolization or restraint of trade or lessening of competition through merger or acquisition.

“Audited Financial Statements” has the meaning set forth in Section 3.5.

“Bank Relationships” means relationships in respect of client accounts with the Financial Institutions listed on Schedule 1.1(a) of the
Company Disclosure Letter.

“Base Amount” means $425,000,000.
“Bribery Legislation” has the meaning set forth in Section 3.13(g).
“Business” means the business of the Group Companies.

“Business Day” means a day, other than a Saturday or Sunday, on which commercial banks in New York City are open for the general
transaction of business.

“Business Information Technology” has the meaning set forth in Section 3.12(g).
“Capped Number of Parent Shares” has the meaning set forth in Section 5.24.
“CARES Act” means the Coronavirus Aid, Relief and Economic Security Act.

“Cash and Cash Equivalents” means the sum (expressed in United States dollars) of all cash and cash equivalents (including marketable
securities, checks, bank deposits and short term investments) of the Group Companies (other than (i) Restricted Cash, (ii) the then remaining
holdback as of the Closing Date described on Schedule 1.1(e) of the Company Disclosure Letter and (iii) $2,000,000 in respect of the items set
forth on Schedule 1.1(d) of the Company Disclosure Letter) whether foreign or domestic as of the close of business on the Business Day
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immediately preceding the Closing Date, in each case, calculated in accordance with the Accounting Principles.

“Cash Balance Plan” means the Finxera Cash Balance Plan.

“Cash Consideration Amount” means (a) if Company Financeable EBITDA is greater than $52,400,000, $375,000,000, (b) if Company
Financeable EBITDA is less than or equal to $51,4000,000, $365,000,000 or (¢) if Company Financeable EBITDA is greater than $51,400,000
but less than or equal to $52,400,000, an amount equal to (i) $365,000,000 plus (ii) the product of (A) $10,000,000 and (B) a fraction, (1) the
numerator of which is the excess of Company Financeable EBITDA over $51,400,000 and (2) the denominator of which is $1,000,000;
provided, however, that (x) if Parent Per Share Common Stock Price is less than or equal to $7.00 (subject to clause (y) below), Parent may, in
its sole and absolute discretion, increase the Cash Consideration Amount by an amount not to exceed $25,000,000 (provided that such increase
would not delay the timing of Closing in accordance with Section 2.2) and (y) the Cash Consideration Amount may be increased pursuant to
Section 5.24, if applicable.

“Certificate of Merger” has the meaning set forth in Section 2.3.

“Change of Control Payments” means (a) any sale bonus, retention bonus, transaction bonus or other similar payment or benefit that
becomes due or payable by the Company or any of its Subsidiaries to any present or former director, employee, officer, consultant or
independent contractor of any Group Company, in each case as a result of, or upon, the execution and delivery of this Agreement or the
consummation of the transactions contemplated by this Agreement, including the portion of any bonus payable in cash by the Company as
described on Schedule 5.1(iii); and (b) the employer portion of employment Taxes on any payment (assuming, for this purpose, that each such
Person’s wages exceed the applicable Social Security wage base) described in clause (a); provided, however, that “Change of Control
Payments” exclude (i) any Option Cash Payment in respect of Vested Company Options, and (ii) any amounts payable as a result of any action
taken or arrangement implemented by or at the direction of Parent or any of its Affiliates (including from and after the Closing, the Surviving
Entity or any of its Subsidiaries).

“Class A Company Common Shares” has the meaning set forth in Section 3.2(a).

“Class B Company Common Shares” has the meaning set forth in Section 3.2(a).

“Closing” has the meaning set forth in Section 2.2.

“Closing Cash Consideration” means (a) the Cash Consideration Amount plus (b) the Estimated Cash and Cash Equivalents minus (c)
the Estimated Closing Date Indebtedness minus (d) the Estimated Unpaid Transaction Expenses minus (¢) the Parent Portion of Pre-Closing
Distributable Earnings minus (f) the Equityholder Representative Expense Amount.

“Closing Date” has the meaning set forth in Section 2.2.
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“Closing Date Indebtedness” means the Indebtedness of the Group Companies as of the close of business on the Business Day
immediately prior to the Closing Date.

“Closing Parent Stock Consideration” means a number of shares of Parent Common Shares equal to the quotient of (a) (i) the Estimated
Purchase Price minus (ii) the Purchase Price Escrow Amount minus (iii) the Closing Cash Consideration, minus (iv) if applicable, $10,000,000
as set forth in Section 6.1(d), divided by (b) the Parent Common Stock Per Share Price; provided, however, that the Closing Parent Stock
Consideration may be reduced pursuant to Section 5.24, if applicable.

“Code” means the Internal Revenue Code of 1986, as amended.

“Commercial Software” means Software that is generally available for license to the public and has an annual license fee of one
hundred thousand Dollars ($100,000) or less per copy, instance, seat or user, and that has been licensed pursuant to standard end-user licenses
that do not include negotiated terms.

“Company” has the meaning set forth in the preamble to this Agreement.

“Company Benefit Plan” means each employee benefit plan, program, policy, practices, or other arrangement providing benefits,
whether or not written, including (a) each “employee benefit plan” (as such term is defined in Section 3(3) of ERISA), (b) each contract for the
employment or engagement of any individual on a full-time, part-time, consulting or other basis providing annual base salary, and (c) each
bonus, incentive, deferred compensation, retiree medical or life insurance, supplemental retirement, severance, vacation, paid time-off, equity-
based compensation, change of control (including all Change of Control Payments), advance or loan, fringe benefit and any other benefit plans,
programs or arrangements (including with respect to equity), in each case, for the benefit of current or former employees, directors or
independent contractors (or any beneficiary or dependent thereof ) of any Group Company or for which any Group Company has any liability
(contingent or otherwise). For the avoidance of doubt, Company Benefit Plan does not include any employee benefit plan, program, policy,
practices, or other arrangement sponsored by a professional employer organization.

3

‘Company Board” has the meaning set forth in the recitals to this Agreement.
“Company Common Shares” has the meaning set forth in Section 3.2(a).
“Company Disclosure Letter” has the meaning set forth in Article 3.

“Company Financeable EBITDA” means the Consolidated EBITDA (as defined in the Credit Facility) of the Group Companies for the
twelve (12) month period ending June 30, 2021, used to determine the Total Net Leverage Ratio pursuant to the Credit Facility as reported on
the compliance certificate for the fiscal quarter ended June 30, 2021 delivered by the Company to its lenders.
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“Company Material Adverse Effect” means any event, effect, circumstance or development that, individually or in the aggregate, has
had or would (i) reasonably be expected to have a material adverse effect upon the financial condition, business or results of operations of the
Group Companies, taken as a whole, or (ii) reasonably be expected to prevent or materially impair the ability of the Company to consummate
the transactions contemplated by this Agreement; provided, however, that no event, effect, circumstance or development, to the extent resulting
from any of the following (or the results thereof) shall constitute or be taken into account, either alone or in combination, in determining
whether a Company Material Adverse Effect has occurred: (a) conditions generally affecting the United States or global economy or credit,
securities, currency, financial, banking or capital markets (including any disruption thereof and any decline in the price of any security or any
market index) in the United States or elsewhere in the world, (b) any change generally affecting the industries in which the Group Companies
operate, (c) any national or international political or social conditions, including the threatening or engagement in hostilities, whether or not
pursuant to the declaration of a national emergency or war, or the occurrence of any military or terrorist attack upon the United States or any
other country or jurisdiction in which any of the Group Companies operate or any of their respective territories, possessions, or diplomatic or
consular offices or upon any military installation, equipment or personnel, or any epidemic or pandemic (including the COVID-19 pandemic
and any Governmental Entity’s response thereto), (d) changes in GAAP, (e) changes in any applicable Law, (f) any earthquake, natural disaster
or other force majeure event, (g) the announcement or pendency of the transactions contemplated by this Agreement (including by reason of
the identity of Parent or its Affiliates or any communication by Parent or any of its Affiliates regarding its plans or intentions with respect to the
business of any Group Company, and including the impact thereof on relationships with customers, suppliers, distributors, partners or
employees or others having relationships with any Group Company), or (h) except as set forth on Schedule 1.1(f) of the Company Disclosure
Letter, the compliance with the express terms of this Agreement or the taking of any action required by this Agreement or taken with the prior
consent of Parent, including the impact thereof; and provided further, however, that the events set forth in the foregoing clauses (a), (b), (c),
(d) and (e) may be taken into account in determining whether there has been a Company Material Adverse Effect to the extent that such events
have a disproportionate adverse effect on the Group Companies, taken as a whole, or their business relative to other participants in the industry
in which the Group Companies operate.

“Company Option” means any option to purchase one (1) or more Class B Company Common Shares issued pursuant to the Option
Plan.

“Company Preferred Shares” has the meaning set forth in Section 3.2(a).
“Company Securities” has the meaning set forth in Section 3.2(b).

“Company Stockholder Written Consent” has the meaning set forth in Section 5.14(a).

“Company Subsidiary” means a Subsidiary of the Company.

“Company’s Knowledge” means, as it relates to the Company or any other Group Company, as of the applicable date, the actual
knowledge of Sanjoy Goyle, Prashant Gupta, John
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Lawrence and Praveer Kumar, each such individual having made reasonable inquiries with respect to relevant subject matters.

“Confidentiality Agreement” means that certain Confidentiality Agreement, dated as of October 29, 2020, by and between the
Equityholder Representative and Parent.

“Consent” means any consent, approval, authorization, waiver, permit, grant, franchise, concession, agreement, license, certificate,
exemption, order, registration, declaration, filing, report or notice of, with or to any Person.

“Controlled Group Liability” means any and all liabilities (a) under Title IV of ERISA, (b) under Section 302 of ERISA, (c) under
Sections 412 and 4971 of the Code, (d) as a result of a failure to comply with the continuation coverage requirements of Section 601 et seq. of
ERISA and Section 4980B of the Code, and (e) under corresponding or similar provisions of foreign Laws, other than such liabilities that arise
solely out of, or relate solely to, the Company Benefit Plans listed in Schedule 3.11(a) of the Company Disclosure Letter.

“COVID-19” means the novel coronavirus known as SARS-CoV-2 or COVID-19, and any evolutions or mutations thereof or related or
associated epidemics, pandemics or disease outbreaks.

“COVID-19 Tax Obligations” means any deferral of employment and withholding Taxes of the Group Companies for the 2020 taxable
year for which payment is not required until after the Closing by reason of Section 2302 of the CARES Act or the Payroll Tax Order.

“Credit Facility” means that certain Credit Agreement, dated as of August 27, 2019, by and among the Company (as Holdings), Finxera
Intermediate, LLC (as Borrower), SunTrust Bank (as Administrative Agent, L/C Issuer and Swing Line Lender), the lenders party thereto and
the other parties party thereto, as amended by that certain Amendment No. 1 to Credit Agreement, dated as of February 14, 2020, as further
amended, restated, supplemented, refinanced or otherwise modified from time to time.

“Current Representation” has the meaning set forth in Section 9.16.

“Debt Commitment Letter” has the meaning set forth in Section 4.14.
“Debt Fee Letter” has the meaning set forth in Section 4.14.

“Debt Financing” has the meaning set forth in Section 4.14.

3

‘Debt Financing Commitment” has the meaning set forth in Section 4.14.

“Debt Financing Sources” means each Person, in its capacity as such, that has committed to provide or arrange or otherwise entered into
agreements to provide Debt Financing or any alternative debt financing in connection with the transactions contemplated by this Agreement

and the other Transaction Documents, together with each Affiliate thereof and each officer, director, employee, partner, trustee, controlling
Person, advisor, attorney, agent and
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representative of each such entity or Affiliate and their respective successors and assigns. Parent and Merger Sub and their respective Affiliates
shall not be considered Debt Financing Sources.

“Debt Payoff Letters” has the meaning set forth in Section 5.11.

“Debt Settlement Provider” has the meaning set forth in Section 3.8(a)(xv).
“Deferred Payments” has the meaning set forth in Section 2.6(f).

“Definitive Financing Agreements” has the meaning set forth in Section 5.12(a).
“Designated Person” has the meaning set forth in Section 9.16.

“DGCL” has the meaning set forth in the recitals to this Agreement.

“Disclosed Conditions” has the meaning set forth in Section 4.14.

“Disqualified Individual” has the meaning set forth in Section 5.14(b).
“Dissenting Shares” has the meaning set forth in Section 2.11.

“DSP Relationship” means the relationship with the Debt Settlement Provider listed on Schedule 1.1(b) of the Company Disclosure
Letter.

“Earnings Statement” has the meaning set forth in Section 5.3(b).
“Effective Time” has the meaning set forth in Section 2.3.

“Enforceability Exceptions” has the meaning set forth in Section 3.1(a).

“Environmental Laws” means all Laws concerning pollution or protection of the environment or human health and safety (as related to
exposure to hazardous substances), including all those relating to the generation, handling, transportation, treatment, storage, disposal,
distribution, labeling, discharge, release, control, or cleanup of any hazardous materials.

“Equity Commitment Letter” has the meaning set forth in Section 4.14.
“Equity Fee Letter” has the meaning set forth in Section 4.14.

“Equity Financing” has the meaning set forth in Section 4.14.

“Equity Financing Commitment” has the meaning set forth in Section 4.14.

“Equity Financing Sources” means each Person, in its capacity as such, that has committed to provide or arrange or otherwise entered
into agreements to provide the Equity Financing in connection with the transactions contemplated by this Agreement and the other Transaction
Documents, together with each Affiliate thereof and each former, current and future officer, director, employee, partner, trustee, member,

manager, general or limited partner,
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management company, investment vehicle, controlling Person, advisor, attorney, agent and representative of each such entity or Affiliate and
their respective successors and assigns. For the avoidance of doubt, Parent and Merger Sub and their respective Affiliates shall not be

considered Equity Financing Sources.
“Equityholder” means any Stockholder or Optionholder.

“Equityholder Percentage Interest” means, with respect to each Equityholder, the percentage set forth across from such Equityholder’s
name on the Allocation Schedule under the heading “Equityholder Percentage Interest”.

“Equityholder Representative” has the meaning set forth in the preamble to this Agreement.

“Equityholder Representative Expense Account” has the meaning set forth in Section 2.8(c)(i).

“Equityholder Representative Expense Amount” has the meaning set forth in Section 2.8(c)(i).
“ERISA” means the Employee Retirement Income Security Act of 1974, as amended.

“ERISA Affiliate” means, any Person which together with a Group Company, is, or was at the relevant time, treated as a “single
employer” under Section 414(b), (¢), (m), or (0) of the Code or Section 4001(a)(14) of ERISA.

“Escrow Agent” means JPMorgan Chase Bank, N.A.

“Escrow Agreement” has the meaning set forth in Section 2.8(c)(i).

“Escrow Shares” means, at any time, the Parent Common Shares then remaining in the Purchase Price Escrow Account.
“Estimated Cash and Cash Equivalents” has the meaning set forth in Section 2.8(a).

“Estimated Closing Date Indebtedness” has the meaning set forth in Section 2.8(a).

“Estimated Net Working Capital Adjustment” has the meaning set forth in Section 2.8(a).

“Estimated Pre-Closing Distributable Earnings” has the meaning set forth in Section 2.8(a).

“Estimated Purchase Price” means a good faith estimate of the Purchase Price, as determined by the Company and as set forth on the
Estimated Statement. In connection with determining the Estimated Purchase Price, the Company shall use the actual Base Amount, the
Estimated Closing Date Indebtedness, the Estimated Cash and Cash Equivalents, the Estimated
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Unpaid Transaction Expenses, the Estimated Net Working Capital Adjustment and the Estimated Pre-Closing Distributable Earnings.

“Estimated Statement” has the meaning set forth in Section 2.8(a).

“Estimated Unpaid Transaction Expenses” has the meaning set forth in Section 2.8(a).

“Example Statement of Net Working Capital” means the example statement of Net Working Capital, prepared in accordance with the
Accounting Principles and attached hereto as Exhibit A.

“Example Statement of Pre-Closing Distributable Earnings” means the example statement of Pre-Closing Distributable Earnings,
prepared in accordance with the Accounting Principles and attached hereto as Exhibit B.

“Excess Number of Parent Shares” means a number of Parent Common Shares equal to (a) the Closing Parent Stock Consideration
minus (b) the Capped Number of Parent Shares.

“Excess Parachute Payments” has the meaning set forth in Section 5.14(b)(i).
“Excess Parachute Waiver” has the meaning set forth in Section 5.14(b)(i).
“Exchange Act” means the Securities Exchange Act of 1934, as amended.

133 b}

Existing Account Relationships” means the financial institutions that hold the interest-bearing deposit accounts of the Group
Companies as of the Closing Date.

“Existing Company Stockholders’ Agreement” means that certain Stockholders Agreement of Finxera Holdings, Inc., dated as of
November 2, 2018, as the same may be amended, restated, supplemented or otherwise modified from time to time.

“Extended Lookback Date” means the date that is five (5) years prior to the date hereof.
“Financial Institution” has the meaning set forth in Section 3.8(a)(i).

“Financial Statements” has the meaning set forth in Section 3.5.

“Financing” has the meaning set forth in Section 4.14.

“Financing Commitments” has the meaning set forth in Section 4.14.

“Fraud” means common Law fraud under Delaware Law.

“Funded Indebtedness” of the Group Companies means, as of any time, without duplication, the outstanding principal amount of,
accrued and unpaid interest on, and any prepayment penalties and fees and expenses, in each case, due as a result of the consummation of the
transactions contemplated by this Agreement, consisting of: (a) indebtedness for borrowed money (including under the Credit Facility) or
indebtedness issued in substitution or exchange
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for borrowed money, and (b) indebtedness evidenced by any note, bond, debenture or other debt security. Notwithstanding the foregoing,
“Funded Indebtedness” shall not include any (i) obligations under operating leases or capitalized leases, (ii) undrawn letters of credit (including
any that are outstanding under the Credit Facility), (iii) obligations under any interest rate swap, currency swap, forward currency or interest
rate contracts or other interest rate or currency hedging arrangements (other than breakage costs payable upon termination thereof on the
Closing Date) or (iv) amounts included as Unpaid Transaction Expenses or any amounts or obligations to the extent incurred by, or at the
direction of, Parent, Merger Sub or any of their respective Affiliates, including for the purpose of obtaining any financing in connection with
the transactions contemplated by this Agreement.

“GAAP” means United States generally accepted accounting principles.

“Governmental Entity” means any domestic or foreign national, U.S. federal, state or local governmental, regulatory or administrative
authority, agency, division, instrumentality or commission or any judicial or arbitral body.

“Group Companies” means, collectively, the Company and each of its Subsidiaries.

“HSR Act” means the Hart-Scott-Rodino Antitrust Improvements Act of 1976, as amended, and the rules and regulations promulgated
thereunder.

“Indebtedness” means, as of any time, without duplication, (a) Funded Indebtedness, (b) all obligations of the type referred to in the
definition of “Funded Indebtedness” of any Person other than any Group Company the payment of which any Group Company is responsible
or liable, directly or indirectly, as obligor, guarantor, surety or otherwise, including any guarantee of such obligations (other than obligations of
the Company in respect of any of its Subsidiaries and obligations of any Company Subsidiary in respect of any other Group Company), (c)
capitalized lease obligations of any Group Company (if any) as determined in accordance with the Accounting Principles, (d) breakage costs
payable upon termination on the Closing Date of any obligations of any Group Company under interest rate swap, currency swap, forward
currency or interest rate contracts or other interest rate or currency hedging arrangements, (e) the deferred purchase price of property (including
any earn-out obligations) of any Group Company but excluding the items set forth on Schedule 1.1(d) of the Company Disclosure Letter and
excluding any trade payables and accrued expenses arising in the Ordinary Course of Business, (f) all reimbursement obligations in respect of
drawn letters of credit issued for the account of any Group Company (but for the avoidance of doubt excluding any obligations in respect of
undrawn letters of credit), and (g) Pre-Closing Tax Liabilities, in each case, outstanding as of such time. Notwithstanding the foregoing,
“Indebtedness” does not include (i) any intercompany obligations solely between or among the Group Companies, (ii) any Transaction
Expenses, (iii) any accounts payable or other current liabilities to the extent accounted for in the calculation of Net Working Capital, (iv) any
obligations under any real property leases, (v) any amounts available under debt instruments to the extent undrawn or uncalled (including
undrawn letters of credit) and (vi) any amounts or obligations to the extent incurred by, or at the direction of, Parent, Merger Sub or any of their
respective Affiliates, including, for the purpose of obtaining any financing in connection with the transactions contemplated by this Agreement.
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“Information Privacy and Security Laws” means (a) all applicable Laws relating to the Processing of Personal Information or otherwise
relating to privacy, data protection, cyber security, breach notification or data localization, including Part 500 of the regulations administered
by the New York State Department of Financial Services, (b) contractual obligations of the Group Companies, including with respect to PCI-
DSS (the Payment Card Industry - Data Security Standard), and (c) all policies, notices, and other disclosures of the Group Companies relating
to the Processing of Personal Information, including any regulations promulgated by any Governmental Entity thereunder.

“Information Technology” means any computer systems (including computers, screens, servers, workstations, routers, hubs, switches,
networks, data communications lines, hardware and other information technology equipment), Software and telecommunications systems.

“Initial Valuation Date” means the twentieth (20") trading day immediately following the public announcement of the transactions
contemplated by this Agreement.

“Intellectual Property Rights” means all intellectual property rights, including: (a) all patents, inventions, utility, models and industrial
design registrations and applications (including any continuations, divisionals, continuations-in-part, provisionals, renewals, reissues, re-
examinations and applications for any of the foregoing); (b) all trademarks, service marks, trade names, slogans, logos, trade dress, Internet
domain names, social media accounts, web sites and similar designations of source or origin, including all registrations or applications for
registration of the foregoing; (c) copyrights and copyrightable works, including registered copyrights and applications therefor; (d) Software;
and (e) trade secrets and other confidential information, including know-how, processes, methods, techniques, business and marketing plans,
and customer and supplier lists.

“Interim Period” means the period beginning on the date hereof and ending as of the Closing.
“IP_Agreements” has the meaning set forth in Section 3.12(c).

“IRS” means the Internal Revenue Service.

“KLNE” has the meaning set forth in Section 9.16.

“Law” means U.S. federal, state, local or foreign law (statutory, common or otherwise), constitution, treaty, convention, ordinance,
code, rule, regulation, order, injunction, judgment, decree, ruling or other similar requirement enacted, adopted, promulgated or applied by a
Governmental Entity.

“Leased Real Property” has the meaning set forth in Section 3.7(b).

“Leases” has the meaning set forth in Section 3.7(b).

“Lenders” has the meaning set forth in Section 4.14.
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“Letter of Transmittal” means the letter of transmittal, substantially in the form attached hereto as Exhibit C.

“Licensee” means Finxera, Inc.

“Licensee Consent” means a Consent of a state banking department, or other Governmental Entity of a state, in a state in which
Licensee provides regulated services by Permit issued by such state banking department or other Governmental Entity of such state. For the
avoidance of doubt, “Licensee Consent” shall include any verbal or written assurance reasonably acceptable to Parent from the applicable
Governmental Entity that a formal Consent is forthcoming and no adverse action related to the failure to obtain such formal Consent will be
taken against the Company, Licensee or Parent in connection with the continued conduct of the operations of the Licensee in the applicable

jurisdiction notwithstanding the pendency of any such formal Consent.

“Lien” means any mortgage, pledge, security interest, encumbrance, lien, charge or any other burden, option or encumbrance of any
kind. For the avoidance of doubt, the term “Lien” shall not be deemed to include any non-exclusive license of Intellectual Property Rights.

“Lookback Date” means the date that is three (3) years prior to the date hereof.
“Material Bank Agreements” has the meaning set forth in Section 3.8(a).

“Material Contracts” has the meaning set forth in Section 3.8(a).

“Material Jurisdictions” means those jurisdictions in which Licensee provides regulated services by Permit issued by state banking
departments, or other Governmental Entities of states, that represent, in the aggregate, 90% or more of the new client enrollments of Licensee
in the United States for the twelve (12) months ended September 30, 2020, including, for the avoidance of doubt, the California Department of

Business Oversight and the New York State Department of Financial Services.

“Material Vendors” has the meaning set forth in Section 3.9.

“Merger” has the meaning set forth in Section 2.1.

“Merger Sub” has the meaning set forth in the preamble to this Agreement.
“Merger Sub Board” has the meaning set forth in the recitals to this Agreement.

“Money Transmitter License” has the meaning set forth in Section 5.4(e).
“Most Recent Financial Statements” has the meaning set forth in Section 3.5.

“Multiemployer Plan” has the meaning set forth in Section 3(37) of ERISA or Section 4001(a)(3) of ERISA.
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“Nasdaq” means the Nasdaq Global Select Market.

“Net Working Capital” means, with respect to the Group Companies, the aggregate value of the current assets of the Group Companies
less the aggregate value of the current liabilities of the Group Companies, in each case, determined on a consolidated basis without duplication,

as of the close of business on the Business Day immediately preceding the Closing Date and calculated in accordance with the Accounting
Principles and comprised of only those current assets and those current liabilities set forth in the Example Statement of Net Working Capital.
For the avoidance of doubt, Net Working Capital shall not include any item taken into account in Cash and Cash Equivalents, Closing Date
Indebtedness, Transaction Expenses, the Parent Portion of Pre-Closing Distributable Earnings or the item set forth on Schedule 3.6 of the
Company Disclosure Letter.

“Net Working Capital Adjustment” means (a) the amount by which Net Working Capital exceeds the Target Net Working Capital or
(b) the amount by which Net Working Capital is less than the Target Net Working Capital, in each case, if applicable; provided, however, that
any amount which is calculated pursuant to clause (b) shall be deemed to be and expressed as a negative number.

“Non-Party Affiliates” has the meaning set forth in Section 9.15.

“Option Cash Payment” has the meaning set forth in Section 2.8(c)(v).

“Option Plan” means the Finxera Holdings, Inc. 2018 Equity Incentive Plan (as amended, restated and/or modified from time to time).
“Optionholder” means each holder of Company Options.

“Ordinary Course of Business” means the usual and ordinary course of normal operations of the business of the Group Companies as a
whole, consistent with the Group Companies’ past practices through the date of this Agreement.

“Organizational Documents” means the legal document(s) by which any Person (other than an individual) establishes its legal existence
or which govern its internal affairs. For example, the “Organizational Documents” of a corporation are its certificate of incorporation and by-
laws, the “Organizational Documents” of a limited partnership are its limited partnership agreement and certificate of limited partnership and
the “Organizational Documents” of a limited liability company are its operating agreement and certificate of formation.

“Owned Intellectual Property” has the meaning set forth in Section 3.12(a).

“Parent” has the meaning set forth in the preamble to this Agreement.

“Parent Arrangements” has the meaning set forth in Section 5.14(b)(ii).

“Parent Balance Sheet Date” has the meaning set forth in Section 4.7.
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“Parent Board” has the meaning set forth in the recitals to this Agreement.
“Parent Common Shares” has the meaning set forth in Section 4.4.
“Parent Common Shares Issuance” has the meaning set forth in Section 2.8(d)(ii).

“Parent Common Stock Per Share Price” means the arithmetic average of (i) the 20-Day VWAP on the Initial Valuation Date and (ii)
the 20-Day VWAP on the last trading day preceding the Closing Date; provided, however, that the Parent Common Stock Per Share Price may
be increased pursuant to Section 5.24, if applicable.

“Parent Disclosure Letter” has the meaning set forth in Article 4.

“Parent Material Adverse Effect” means any event, effect, circumstance or development that, individually or in the aggregate, has had
or would (i) reasonably be expected to have a material adverse effect upon the financial condition, business or results of operations of Parent
and its Subsidiaries, taken as a whole or (ii) reasonably be expected to prevent or materially impair the ability of Parent to consummate the
transactions contemplated by this Agreement; provided, however, that no event, effect, circumstance or development to the extent resulting
from any of the following (or the results thereof) shall constitute or be taken into account, either alone or in combination in determining
whether a Parent Material Adverse Effect has occurred: (a) conditions generally affecting the United States or global economy or credit,
securities, currency, financial, banking or capital markets (including any disruption thereof and any decline in the price of any security or any
market index) in the United States or elsewhere in the world, (b) any change generally affecting the industries in which Parent and its
Subsidiaries operate, (c) any national or international political or social conditions, including the threatening or engagement in hostilities,
whether or not pursuant to the declaration of a national emergency or war, or the occurrence of any military or terrorist attack upon the United
States or any other country or jurisdiction in which Parent and its Subsidiaries operate or any of their respective territories, possessions, or
diplomatic or consular offices or upon any military installation, equipment or personnel, or any epidemic or pandemic (including the COVID-
19 pandemic and any Governmental Entity’s response thereto), (d) changes in GAAP, (e) changes in any applicable Law, (f) any earthquake,
natural disaster or other force majeure event, (g) the announcement or pendency of the transactions contemplated by this Agreement (including
by reason of the identity of the Group Companies), or (h) the compliance with the express terms of this Agreement or the taking of any action
required by this Agreement or taken with the prior written consent of the Company, including the impact thereof; and provided further,
however, that the events set forth in the foregoing clauses (a), (b), (c), (d) and (e) may be taken into account in determining whether there has
been a Parent Material Adverse Effect to the extent that such events have a disproportionate adverse effect on Parent and its Subsidiaries, taken
as a whole, or their business relative to other participants in the industry in which Parent and its Subsidiaries operate.

“Parent Portion of Pre-Closing Distributable Earnings” means an amount equal to twenty-five percent (25%) of the Pre-Closing
Distributable Earnings.

DOCID - 32901658.22 15



“Parent Related Parties” has the meaning set forth in Section 7.2(d).

“Parent SEC Documents” has the meaning set forth in Section 4.5.

“Parent’s Charter” means the Second Amended and Restated Certificate of Incorporation of M I Acquisitions, Inc., attached hereto as
Exhibit 1.

“Parent’s Knowledge” means, as it relates to Parent or any of its Subsidiaries, as of the applicable date, the actual knowledge of
Thomas Priore and Michael Vollkommer, each such individual having made reasonable inquiries with respect to the relevant subject matters.

“Parties” has the meaning set forth in the preamble to this Agreement.

“Paying Agent” has the meaning set forth in Section 2.10(a).
“Payment Fund” has the meaning set forth in Section 2.10(a).

“Payroll Tax Order” means the Memorandum on Deferring Payroll Tax Obligations in Light of the Ongoing COVID-19 Disaster, dated
August 8, 2020.

“Per Share Closing Cash Consideration” means an amount equal to the quotient of (a) (i) the Closing Cash Consideration minus (ii) the
aggregate Option Cash Payments paid pursuant to Section 2.8(c)(v), divided by (b) the Actual Shares Outstanding.

“Per Share Closing Parent Stock Consideration” means a number of Parent Common Shares equal to (a) the Closing Parent Stock
Consideration divided by (b) the Actual Shares Outstanding, as such aggregate number may be affected by rounding as contemplated by
Section 2.8(d).

“Per Share Optionholder Closing Consideration” means an amount equal to the quotient of (a)(i) the sum of (A) the Closing Cash
Consideration plus (B) the product of the Closing Parent Stock Consideration times the Parent Common Stock Per Share Price, plus (ii) the
Purchase Price Escrow Amount plus (iii) the Aggregate Option Exercise Price, divided by (b) the Aggregate Shares Deemed Outstanding.

“Permits” means all permits, licenses, Consents, privileges, authorizations, registrations, filings, concessions, grants, franchises,
certificates, exemptions, variances, waivers and other approvals issued or required by any Governmental Entity.

“Permitted Liens” means (a) mechanic’s, materialmen’s, carriers’, repairers’ and other Liens arising or incurred in the Ordinary Course
of Business for amounts that are not yet delinquent or are being contested in good faith, (b) Liens for current Taxes, assessments or other
governmental charges not yet due and payable as of the Closing Date or which are being contested in good faith by appropriate proceedings
and for which adequate reserves have been established on the Financial Statements in accordance with GAAP, (¢) encumbrances and
restrictions on real property (including easements, covenants, rights of way and similar restrictions of record) that do not materially interfere
with the Group Companies’ present uses or
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occupancy of such real property, (d) Liens securing the obligations of the Group Companies under the Credit Facility, (¢) Liens granted to any
lender at the Closing in connection with any financing by Parent of the transactions contemplated hereby, (f) zoning, building codes and other
land use Laws regulating the use or occupancy of real property or the activities conducted thereon which are imposed by any Governmental
Entity having jurisdiction over such real property and which are not violated by the current use or occupancy of such real property or the
operation of the business of the Group Companies, (g) matters that would be disclosed by an accurate survey or inspection of the real property
and (h) other Liens on real or tangible property that are not material in amount or nature.

“Person” means an individual, partnership, corporation, limited liability company, joint stock company, unincorporated organization or
association, trust, joint venture, association or other similar entity, whether or not a legal entity.

“Personal Information” means any information that identifies or could be used to identify an individual or household.

“Pre-Closing Distributable Earnings” means, with respect to the Group Companies for the Interim Period, the earnings of the Group
Companies calculated in accordance with the Accounting Principles and comprising only those line items set forth in the Example Statement of
Pre-Closing Distributable Earnings; provided, however, that such Pre-Closing Distributable Earnings shall in no event be less than zero. For
the avoidance of doubt, cash retained by the Group Companies pursuant to Section 5.23 shall not be included in the calculation of Pre-Closing
Distributable Earnings.

“Pre-Closing Tax Liabilities” means (a) the difference of (i) all current unpaid liabilities for income Taxes of the Company or any of its
Subsidiaries for any Pre-Closing Tax Period and (ii) twenty-five percent (25%) of the amount of such income Taxes taken into account in
computing the Pre-Closing Distributable Earnings and (b) the positive amount, if any, of all COVID-19 Tax Obligations; provided, however,
that such income Taxes shall be calculated (i) taking into account net operating losses and tax credits to the extent that, under applicable Law,
such net operating losses and tax credits existing on the Closing Date would be available to reduce the current liability for such Taxes of the
Company or any of its Subsidiaries, in a manner consistent with past practices, (ii) taking into account any Transaction Tax Deductions, to the
extent that, under applicable Law, such Transaction Tax Deductions are allocable to any Pre-Closing Tax Period (it being understood that such
Transaction Tax Deductions shall be allocated to Pre-Closing Tax Periods to the extent permitted under applicable Law), (iii) as of the end of
the Closing Date using a “closing of the books” method, (iv) netting any estimated Tax payments made prior to the Closing Date, (v) including
the entirety of any adjustment pursuant to Section 481 of the Code (or any similar provision of state, local or non-U.S. Law) with respect to a
change of accounting method made during a Pre-Closing Tax Period (whether or not any portion of such adjustment will be included in taxable
income during a taxable period (or portion thereof) beginning after the Closing Date for U.S. federal income Tax purposes), except to the
extent such adjustment has already been included in taxable income and (vi) without regard to any action taken by Parent (or its Affiliates,
including the Company or any of its Subsidiaries)

DOCID - 32901658.22 17



after the Closing Date. For the avoidance of doubt, Pre-Closing Tax Liabilities (i) may be a positive or negative number, (ii) are calculated and
taken into account for purposes of this Agreement on an estimated basis, based on information available to the Company at the time such
computation is made and (iii) if a positive number, shall not be increased as a result of (or, if a negative number, such negative amount shall
not be reduced as a result of), and shall be calculated without regard to, any Tax election made by or in respect of the Company or any of its
Subsidiaries at or after the Closing.

“Pre-Closing Tax Period” means any taxable period or portion thereof ending on or before the Closing Date.

“Principal Parent Stockholders” means Thomas Priore and his respective Affiliates.
“Proceeding” means any suit, litigation, arbitration, action, investigation or proceeding before a Governmental Entity.

“Process” or “Processing” means the collection, use, storage, processing, recording, distribution, transfer, import, export, protection,
disposal or disclosure or other activity regarding or operations performed on data (whether electronically or in any other form or medium).

“Program Management Relationship” has the meaning set forth in Section 5.4(e).

“Proposed Closing Date Calculations” has the meaning set forth in Section 2.8(e)(i).

“Purchase Price” means (a) the Base Amount, plus (b) the Net Working Capital Adjustment (which may be a positive or negative
number), plus (c¢) the amount of Cash and Cash Equivalents, minus (d) the amount of Closing Date Indebtedness, minus (e) the amount of
Unpaid Transaction Expenses, minus (f) the Parent Portion of Pre-Closing Distributable Earnings.

“Purchase Price Dispute Notice” has the meaning set forth in Section 2.8(e)(ii).

“Purchase Price Escrow Account” has the meaning set forth in Section 2.8(d)(i).

“Purchase Price Escrow Amount” means $1,000,000.

“R&W Insurance Policy” has the meaning set forth in Section 5.13.

‘Registration Rights Agreement” has the meaning set forth in Section 5.20.

“Restricted Cash” means any cash and cash equivalents designated as “restricted cash” on the consolidated balance sheet of the
Company, calculated in accordance with the Accounting Principles.

“Restricted Person” means any Person that is: (a) listed on, or owned or controlled, directly or indirectly, by a Person listed on, a
Sanctions List; (b) a government of a Sanctioned Country; (c) an agency or instrumentality of, or an entity directly or indirectly owned or
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controlled by, a government of a Sanctioned Country; (d) resident or located in, operating from, or organized under the Laws of, a Sanctioned
Country; or (e) otherwise a target of Sanctions.

“Review Period” has the meaning set forth in Section 2.8(e)(ii).

“Sanctioned Country” means any country or other territory that is, or whose government is, the subject of comprehensive Sanctions
generally prohibiting dealings with such country or territory, which, as of the date hereof, consists of Cuba, Iran, North Korea, Syria and the
Crimea region of Ukraine.

“Sanctions” means economic or financial sanctions or trade embargoes and restrictions administered or enforced from time to time by
any Sanctions Authority.

“Sanctions Authority” means the United States or any other Governmental Entity with jurisdiction over any member of the Group
Company and the respective governmental institutions of any of the foregoing, including the U.S. Department of the Treasury’s Office of
Foreign Assets Control, the U.S. Department of Commerce, the U.S. Department of State and any other agency of the U.S. government.

“Sanctions List” means any of the lists of specifically designated nationals or designated or sanctioned individuals or entities (or
equivalent) issued by any Sanctions Authority, each as amended, supplemented or substituted from time to time.

“Sarbanes-Oxley Act” means the United States Sarbanes-Oxley Act of 2002.
“SEC” means the Securities and Exchange Commission.
“Securities Act” means the Securities Act of 1933, as amended.

“Shares” has the meaning set forth Section 3.2(a).

“Software” means all (a) computer programs, including software implementations of algorithms, models and methodologies, whether in
source code or object code, (b) databases and compilations, including data and collections of data (whether machine readable or otherwise), (c)
descriptions, schematics, flow-charts and other work product used to design, plan, organize and develop any of the foregoing, and (d) related
documentation.

“Solvent” when used with respect to any Person or group of Persons on a combined basis, means that, as of any date of determination,
(a) the amount of the “fair saleable value” of the assets of such Person (or group of Persons on a combined basis) will, as of such date, exceed
(1) the value of all “liabilities of such Person, including contingent and other liabilities,” as of such date, as such quoted terms are generally
determined in accordance with applicable Laws governing determinations of the insolvency of debtors, and (ii) the amount that will be required
to pay the probable liabilities of such Person (or group of Persons on a combined basis) on its existing debts (including contingent liabilities) as
such debts become absolute and matured, (b) such Person (or group of Persons on a combined basis) will not have, as of such date, an
unreasonably small amount of capital for the operation of the businesses in which it is engaged
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and (c) such Person (or group of Persons on a combined basis) will be able to pay its liabilities, including contingent and other liabilities, as
they mature, immediately following Closing.

“Specified Consent Deadline” means November 12, 2021.

“Specified Consents” means Licensee Consents issued in connection with or by virtue of the transactions contemplated by this
Agreement with respect to the Material Jurisdictions.

“Sponsor Director” has the meaning set forth in Section 5.6.
“Stockholder” means each holder of Shares.

“Stockholder Percentage Interest” means, with respect to each Stockholder, the percentage set forth across from such Stockholder’s
name on the Allocation Schedule under the heading “Stockholder Percentage Interest”.

“Stockholders’ Agreement™ has the meaning set forth in Section 5.19.

“Subsidiary” means, with respect to any Person, any corporation, company, limited liability company, partnership, association, or other
business entity of which (a) if a corporation or a company, a majority of the total voting power of shares of stock entitled (without regard to the
occurrence of any contingency) to vote in the election of directors, managers, or trustees thereof is at the time owned or controlled, directly or
indirectly, by such Person or one or more of the other Subsidiaries of such Person or a combination thereof or (b) if a limited liability company,
partnership, association, or other business entity (other than a corporation or a company), a majority of the partnership or other similar
ownership interests thereof is at the time owned or controlled, directly or indirectly, by such Person or one or more Subsidiaries of such Person
or a combination thereof and for this purpose, a Person or Persons own a majority ownership interest in such a business entity (other than a
corporation or a company) if such Person or Persons shall be allocated a majority of such business entity’s gains or losses or shall be a, or
control any, managing director or general partner of such business entity (other than a corporation or a company). The term “Subsidiary” shall
include all Subsidiaries of such Subsidiary.

“Subsidiary Securities” has the meaning set forth in Section 3.3(b).
“Surviving Entity” has the meaning set forth in Section 2.1.
“Surviving Entity Bylaws” has the meaning set forth in Section 2.5(b).

“Surviving Entity Certificate of Incorporation” has the meaning set forth in Section 2.5(a).
“Target Net Working Capital” means ninety eight thousand dollars ($98,000).

“Tax” means any U.S. federal, state, local or foreign income, gross receipts, franchise, estimated, alternative minimum, add-on
minimum, sales, use, transfer, real property gains,

DOC ID - 32901658.22 20



registration, value added, excise, natural resources, severance, stamp, occupation, windfall profits, environmental (under Section 59A of the
Code), customs, duties, real property, personal property, capital stock, social security (or similar), unemployment, disability, payroll, license,
employee or other withholding, or other tax, including any interest, penalties, fines or additions to tax in respect of the foregoing (whether
disputed or not).

“Tax Return” means any U.S. federal, state, local or foreign tax return, declaration, statement, report, schedule, form or information
return in respect of Taxes required to be filed with any Governmental Entity, including any amendment to any of the foregoing.

“Termination Date” has the meaning set forth in Section 7.1(d).
“Termination Fee” has the meaning set forth in Section 7.2(b).

“Transaction Documents” means, collectively, each agreement, document, instrument and/or certificate contemplated by this
Agreement to be executed in connection with the transactions contemplated hereby, including this Agreement, the Stockholders’ Agreement,
the Registration Rights Agreement, the Escrow Agreement and the Certificate of Merger.

“Transaction Expenses” means, without duplication, the aggregate amount due and payable by the Group Companies as of immediately
prior to the Closing for (a) all out-of-pocket costs and expenses incurred by any of the Group Companies or by or on behalf of any
Equityholder (to the extent such amounts are a liability of any Group Company) as a direct result of the consummation of the transactions
contemplated by this Agreement (including banker, finders and investment banker fees), (b) the cost of the R&W Insurance Policy premium in
an amount not to exceed $450,000, (¢) all Change of Control Payments, if any, and (d) the fees and expenses set forth on Schedule 1.1(c) of the
Company Disclosure Letter; provided, however, that “Transaction Expenses” shall exclude (i) any Option Cash Payment with respect to Vested
Company Options, (ii) any amounts payable by the Group Companies in connection with the “tail” policy pursuant to and in accordance with
Section 5.6(a), (iii) any amounts treated as Closing Date Indebtedness or included in the calculation of Net Working Capital, (iv) any costs,
expenses or losses reimbursable or indemnifiable by Parent pursuant to Section 5.12, (v) the portion of any bonus payable in Parent Common
Shares by the Company as described on Schedule 5.1(iii) and (vi) any amounts to the extent incurred by or at the direction of Parent, Merger
Sub or any of their respective Affiliates, including for the purpose of obtaining any financing in connection with the transactions contemplated
by this Agreement.

“Transaction Tax Deduction” means any Tax deduction of the Group Companies that is attributable to the payment of Transaction
Expenses and Option Cash Payments; provided that Transaction Expenses for these purposes shall be determined (a) without regard to clause
(iii) of the proviso in the definition of Transaction Expenses and (b) without regard to when the amounts are due and payable or paid.

“Unpaid Transaction Expenses” means the aggregate amount of Transaction Expenses incurred and unpaid as of immediately prior to
the Closing.
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“Vested Company Options” means those Company Options vested as of immediately prior to the Effective Time pursuant to the terms
of the Option Plan and applicable agreements governing such Company Options (after giving effect to any acceleration of vesting that occurs,
by its terms, at or prior to the Effective Time or in connection with, or as a result of, the consummation of the Merger), which has an exercise
price per Company Common Share subject thereto that is less than the Per Share Optionholder Closing Consideration.

“WARN Act” means the Worker Adjustment Retraining Notification Act of 1988 and any similar state, local and foreign Laws.

“Willful Breach” means, with respect to any covenant of a Party, any action or omission by such Party that constitutes a material breach
of such covenant that the breaching party intentionally takes (or intentionally fails to take) with actual knowledge that such action or omission
would cause such material breach of such covenant.

Section b. Interpretation

. Unless otherwise indicated to the contrary herein by the context or use thereof: (a) the words, “herein,” “hereto,” “hereof” and words
of similar import refer to this Agreement as a whole, including the Schedules and Exhibits, and not to any particular section, subsection,
paragraph, subparagraph or clause contained in this Agreement; (b) masculine gender shall also include the feminine and neutral genders, and
vice versa; (¢) words importing the singular shall also include the plural, and vice versa; (d) the words “include”, “includes” or “including”
shall be deemed to be followed by the words “without limitation”; (e) the words “Party” or “Parties” shall refer to the parties to this
Agreement; (f) all references to articles, sections, exhibits or schedules are to Articles, Sections, Exhibits and Schedules of this agreement; (g)
the word “or” is disjunctive but not necessarily exclusive; (h) terms used herein that are not defined herein but are defined in GAAP have the
meanings ascribed to them therein; (i) the words “writing”, “written” and comparable terms refer to printing, typing and other means of
reproducing words (including electronic media) in a visible form; (j) references to any Person include the successors and permitted assigns of
that Person; (k) references to from or through any date mean, unless otherwise specified, from and including or through and including,
respectively; (1) the words “dollar” or “$” shall mean U.S. dollars; and (m) the word “day” means calendar day unless Business Day is
expressly specified. If any action under this Agreement is required to be done or taken on a day that is not a Business Day, then such action

shall be required to be done or taken not on such day but on the first succeeding Business Day thereafter.
Article 2.

PURCHASE AND SALE
Section a. The Merger

. Upon the terms and subject to the conditions set forth in this Agreement, and in accordance with the DGCL, Merger Sub shall be
merged with and into the Company (the “Merger”) at the Effective Time. Following the Effective Time, the separate existence of Merger Sub
shall cease and the Company shall continue as the surviving entity of the Merger (the
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3

‘Surviving Entity”’) and shall become an indirect wholly owned Subsidiary of Parent. The Merger shall have the effects specified in the DGCL.

Section b. Closing of the Transactions Contemplated by this Agreement

. The closing of the transactions contemplated by this Agreement, including the Merger (the “Closing”) shall take place at 10:00 a.m.,
New York City time on the second (2"¢) Business Day after satisfaction (or waiver) of the conditions set forth in Article 6 (other than those
conditions which are to be satisfied by the delivery of documents or the taking of any other action at the Closing by any Party, but subject to
the satisfaction or waiver of such conditions at the Closing) at the offices of Kramer Levin Naftalis & Frankel LLP, 1177 Avenue of the
Americas, New York, New York 10036, unless another time, date or place is agreed to in writing by Parent and the Company. The date on
which the Closing actually occurs is hereinafter referred to as the “Closing Date.”

Section c. Effective Time

. Subject to the terms and conditions set forth in this Agreement, on the Closing Date, the Parties shall cause a certificate of merger, in
substantially the form attached hereto as Exhibit D (the “Certificate of Merger”), to be executed and filed with the Secretary of State of the
State of Delaware in accordance with the applicable provisions of the DGCL. The Merger shall become effective at the time that the Certificate
of Merger is accepted for filing by the Secretary of State of the State of Delaware or at such later date and time as specified in the Certificate of
Merger (the time the Merger becomes effective being referred to herein as the “Effective Time”).

Section d. Effects of the Merger

. The Merger shall have the effects set forth in Section 251 of the DGCL and this Agreement. Without limiting the generality of the
foregoing, and subject thereto, at the Effective Time, all the property, rights, privileges, powers and franchises of the Company and Merger
Sub shall vest in the Surviving Entity, and all debts, liabilities, obligations, restrictions, disabilities and duties of each of the Company and
Merger Sub shall become the debts, liabilities, obligations, restrictions, disabilities and duties of the Surviving Entity, subject to Section 9.16.

Section e. Certificate of Incorporation; Bylaws: Directors; Officers

(1)Surviving Entity Certificate of Incorporation. At the Effective Time, the certificate of incorporation of Merger Sub in effect
immediately prior to the Effective Time shall become the certificate of incorporation of the Surviving Entity (the “Surviving Entity Certificate

of Incorporation™).

(i))Surviving Entity Bylaws. At the Effective Time, the bylaws of Merger Sub in effect immediately prior to the Effective Time
shall become the bylaws of the Surviving Entity
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(the “Surviving Entity Bylaws”) until thereafter changed or amended as provided therein or by applicable Law, subject toSection 5.6.

(iii)Directors. Unless otherwise directed by Parent, the directors of Merger Sub immediately prior to the Effective Time shall be
the initial directors of the Surviving Entity, each to hold office in accordance with the Surviving Entity Certificate of Incorporation and the
Surviving Entity Bylaws until such director’s successor is duly elected or appointed and qualified, or until the earlier of their death, resignation
or removal.

(iv)Officers. Unless otherwise directed by Parent, the officers of the Company immediately prior to the Effective Time shall be the
initial officers of the Surviving Entity, each to hold office in accordance with the Surviving Entity Certificate of Incorporation and the
Surviving Entity Bylaws until such officer’s successor is duly elected or appointed and qualified, or until the earlier of their death, resignation
or removal.

Section f. Effect on the Shares

(i)Conversion of Merger Sub Common Stock. At the Effective Time, by virtue of the Merger and without any action on the part
of Parent, Merger Sub, the Company or any other Person, each share of common stock, par value $0.01 per share, of Merger Sub issued and
outstanding immediately prior to the Effective Time shall be converted into one validly issued, fully paid and non-assessable share of common
stock, par value $0.01 per share, of the Surviving Entity.

(i))Conversion of Company Common Shares. At the Effective Time, each of the Company Common Shares issued and
outstanding immediately prior to the Effective Time, by virtue of the Merger and without any action on the part of Parent, Merger Sub, the
Company, the Stockholders or any other Person, shall automatically be canceled and extinguished and be converted into and shall become the
right to receive the Per Share Closing Cash Consideration and the Per Share Closing Parent Stock Consideration, each as allocated pursuant to
Section 2.8(b) and set forth in the Allocation Schedule (as adjusted pursuant to Section 2.8(f)) and a contingent right to receive a portion of any
Deferred Payments (to the extent payable pursuant to Section 2.6(f)). From and after the Effective Time, the holders of Company Common
Shares outstanding immediately prior to the Effective Time shall cease to have any rights with respect to such Company Common Shares,
except as otherwise provided for herein or under applicable Law.

(iii)Conversion of Company Preferred Shares. At the Effective Time, each of the Company Preferred Shares issued and
outstanding immediately prior to the Effective Time, by virtue of the Merger and without any action on the part of Parent, Merger Sub, the
Company, the Stockholders or any other Person, shall automatically be canceled and extinguished and be converted into and shall become the
right to receive the Per Share Closing Cash Consideration and the Per Share Closing Parent Stock Consideration, each as allocated pursuant to
Section 2.8(b) and set forth in the Allocation Schedule (as adjusted pursuant to Section 2.8(f)) and a
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contingent right to receive a portion of any Deferred Payments (to the extent payable pursuant to Section 2.6(f)). From and after the Effective
Time, the holders of Company Preferred Shares outstanding immediately prior to the Effective Time shall cease to have any rights with respect
to such Company Preferred Shares, except as otherwise provided for herein or under applicable Law.

(iv)Conversion of Company Options. At the Effective Time, by virtue of the Merger and without any action on the part of Parent,
Merger Sub, the Company, the Optionholders or any other Person, each Vested Company Option issued and outstanding immediately prior to
the Effective Time shall be deemed to be exercised and converted into the right to receive the Option Cash Payment with respect to such
Vested Company Option and a contingent right to receive a portion of any Deferred Payments (to the extent payable pursuant to Section 2.6(f)).
As of the Effective Time, each Company Option, whether or not a Vested Company Option, shall cease to be outstanding and shall
automatically be canceled and retired and shall cease to exist, and each Optionholder shall cease to have any rights with respect thereto, except
as otherwise provided for herein.

(v)Withholding. Notwithstanding anything to the contrary in this Agreement, Parent, Merger Sub and the Surviving Entity shall be
entitled to deduct and withhold from any payments otherwise payable pursuant to this Agreement, such amounts as are required to be deducted
and withheld with respect to the making of such payment under the Code or any applicable provision of Tax Law. Except with respect to any
compensatory amounts (including any Option Cash Payment in respect of a Vested Company Option), if Parent, Merger Sub or the Surviving
Entity reasonably believes that any withholding of Taxes is required by Law in connection with the transactions contemplated hereby, it shall
so notify the Equityholder Representative in writing, including the legal basis for any such withholding, at least five (5) Business Days prior to
Closing. Parent, Merger Sub and the Surviving Entity shall reasonably cooperate, at the Equityholder Representative’s expense, with the
Equityholder Representative and the applicable Stockholders to reduce or eliminate any such required withholding. Any such withheld
amounts shall be paid over to the appropriate Governmental Entity and to the extent so paid over shall be treated for all purposes of this
Agreement as having been paid to the Person in respect of which such deduction and withholding was made.

(vi)Deferred Payment. From time to time from and after the Closing Date, each Stockholder shall be entitled to receive its
Stockholder Percentage Interest of the Escrow Shares and any upward adjustment of the Purchase Price pursuant to Section 2.8, and each
Equityholder shall be entitled to receive its Equityholder Percentage Interest of the remaining balance of the Equityholder Representative
Expense Amount (collectively, such amounts the “Deferred Payments™): (i) in the case of the Escrow Shares, to the extent such shares are
released by the Escrow Agent to the Paying Agent (for further distribution to the Stockholders (but not the Optionholders)) pursuant to and in
accordance with Section 2.8(f) and the terms of the Escrow Agreement; (ii) in the case of the Equityholder Representative Expense Amount, to
the extent such amounts are released by the Escrow Agent to the Paying Agent (for further distribution to the Stockholders) and the Surviving
Entity (for further distribution to Optionholders (solely with respect to Vested Company Options)); and (iii) in the case of any upward
adjustment to the
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Purchase Price pursuant to Section 2.8, to the extent such amount becomes due and payable to the Stockholders (but not the Optionholders) in
accordance with Section 2.8.

Section g. Deliveries at the Closing

(i)Deliveries by Parent. At the Closing, Parent shall:

@) pay, or cause to be paid, the amounts set forth in Section 2.8(c) required to be paid at the Closing in accordance
therewith;

2) issue the Parent Common Shares pursuant to and in accordance with Section 2.8(d);
3) deliver to the Company the Escrow Agreement, duly executed by Parent and the Escrow Agent;

@) deliver to the Company the Stockholders’ Agreement, duly executed by certain of the Stockholders, Parent and
the Principal Parent Stockholders;

%) deliver to the Company the Registration Rights Agreement, duly executed by certain of the Stockholders, Parent,
Thomas C. Priore and the other signatories thereto; and

(6) deliver to the Company the closing certificates required to be delivered by or on behalf of Parent pursuant to this
Agreement with respect to the Closing pursuant to Section 6.3(c).

(i1) Deliveries by the Company. At the Closing, the Company shall:

(1) deliver to Parent the Debt Payoff Letters contemplated by Section 5.11;
2) deliver to Parent the Escrow Agreement, duly executed by the Equityholder Representative;
3) deliver to Parent a schedule of the Existing Account Relationships;

@) deliver to Parent an affidavit by the Company dated as of the Closing Date, in the form and substance required
under Treasury Regulation Section 1.897-2(h), stating that the Company is not and has not been a United States real property holding
corporation (as defined in Section 897(c)(2) of the Code) during the applicable period specified in Section 897(c)(1)(A)(ii) of the Code; and
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(&) deliver to Parent the closing certificates required to be delivered by or on behalf of the Company pursuant to this
Agreement with respect to the Closing pursuant to Section 6.2(d).

Section h. Purchase Price

(i)Estimated Statement. No later than three (3) Business Days prior to the Closing, the Company shall deliver to Parent a
statement (the “Estimated Statement”) setting forth the Company’s good faith estimate of each of (i) the Net Working Capital Adjustment (the
“Estimated Net Working Capital Adjustment”), (ii) the amount of Cash and Cash Equivalents (the “Estimated Cash and Cash Equivalents”),
(iii) the amount of Closing Date Indebtedness (the “Estimated Closing Date Indebtedness”), (iv) the amount of Unpaid Transaction Expenses
(the “Estimated Unpaid Transaction Expenses”), (v) the Pre-Closing Distributable Earnings (the “Estimated Pre-Closing Distributable
Earnings™), (vi) the Estimated Purchase Price, (vii) the Closing Cash Consideration and (viii) the Closing Parent Stock Consideration. Parent
shall have the right to review and comment on such Estimated Statement and the Company shall consider in good faith all such comments.

(i))Allocation Schedule

. Concurrently with the Company’s delivery to Parent of the Estimated Statement, the Company shall deliver to Parent an
allocation schedule (the “Allocation Schedule™), which shall set forth:

(1) the Vested Company Options;

) the Actual Shares Outstanding;

3) the Aggregate Shares Deemed Outstanding;

4) the Per Share Closing Cash Consideration;

) the Per Share Closing Parent Stock Consideration;
(6) the Per Share Optionholder Closing Consideration;

7 for each Stockholder, such Stockholder’s (A) Per Share Closing Cash Consideration and (B) Per Share Closing
Parent Stock Consideration;

®) for each Optionholder, such Optionholder’s Option Cash Payment;

) for each Equityholder, his, her or its Equityholder Percentage Interest; and
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(10)  for each Stockholder, his, her or its Stockholder Percentage Interest.

Parent shall be specifically entitled to rely on the Allocation Schedule in making any payments due hereunder and shall have no liability to any
Equityholder if payments are made in accordance with the Allocation Schedule. In the event of any inconsistency or conflict between the
Allocation Schedule and the provisions of this Article 2 with respect to any portion of the Per Share Closing Cash Consideration or the Per
Share Closing Parent Stock Consideration payable to any Stockholder or the Per Share Optionholder Closing Consideration payable to any
Optionholder, the Allocation Schedule shall prevail.

(iii)Closing Date Payments

. At the Closing, Parent shall pay, or shall cause the Company or the Surviving Entity to pay, in cash by wire transfer of
immediately available funds (except as expressly contemplated in clause (iii) below), the following:

(1 $500,000 (such amount, the “Equityholder Representative Expense Amount”) shall be deposited into an escrow
account (the “Equityholder Representative Expense Account”), which shall be established pursuant to an escrow agreement to be entered into
at the Closing among Parent, the Equityholder Representative and the Escrow Agent, substantially in the form attached hereto as Exhibit E
with such changes as may be reasonably required by the Escrow Agent (the “Escrow Agreement”), for purposes of satisfying costs, expenses
and/or liabilities incurred in its capacity as the Equityholder Representative and otherwise in accordance with this Agreement;

2) on behalf of the Company, (A) the portion of the Closing Date Indebtedness that is Funded Indebtedness in
accordance with the applicable Debt Payoff Letters, and (B) the Unpaid Transaction Expenses (other than as set forth in clause (iii) below) in
accordance with the applicable invoices or other documents evidencing such amounts, in each case, delivered to Parent by the Company at least
one (1) Business Day prior to the Closing Date;

3) with respect to any bonus payable in cash and/or Parent Common Shares by the Company as described on
Schedule 5.1(iii), in each case payable to employees of the Company, by delivery of such amounts to the Company (in either cash or Parent
Common Shares as directed by the Company, it being understood that any portion paid in cash shall be Unpaid Transaction Expenses and any
portion paid in Parent Common Shares delivered to the Company shall reduce, on a share for share basis, the number of Parent Common
Shares issued at the Closing pursuant to Section 2.8(d)), for further distribution to such employee recipients through the Surviving Entity’s
payroll;

4) with respect to each Share issued and outstanding as of immediately prior to the Effective Time, an amount in

cash equal to the Per Share Closing Cash Consideration to the Paying Agent for further distribution to the Stockholders pursuant to and in
accordance with Section 2.10; and
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%) with respect to each Vested Company Option issued and outstanding as of immediately prior to the Effective
Time, an amount in cash equal to (A) the product of (x) the Per Share Optionholder Closing Consideration, multiplied by (y) the aggregate
number of Shares issuable in respect of such Vested Company Option outstanding as of immediately prior to the Effective Time, minus (B) the
aggregate exercise price that would be paid to the Company in respect of such Vested Company Option had such Vested Company Option been
exercised immediately prior to the Effective Time solely in cash (with respect to each Vested Company Option, the “Option Cash Payment”) to
the Company. The Surviving Entity shall promptly process through its payroll (not later than the first regular payroll date following the
Closing Date) the Option Cash Payment for each holder of Vested Company Options, less any Tax deductions or withholdings required under
applicable Law for each such Optionholder’s Option Cash Payment.

(6) Notwithstanding anything to the contrary in this Agreement, in no case shall Parent be required to pay to, or on
behalf of, the Equityholders any amounts in cash at Closing in excess of the Closing Cash Consideration, except as otherwise provided in
Section 9.4.

(iv)Issuance of Parent Common Shares. At the Closing, Parent shall:

(1) deposit a number of Parent Common Shares, rounded to the nearest whole share, equal to (A) the Purchase Price
Escrow Amount divided by (B) the Parent Common Stock Per Share Price, into an escrow account (the “Purchase Price Escrow Account”)
established pursuant to the Escrow Agreement;

2) issue to each Stockholder, a number of Parent Common Shares equal to the product of (A) the Per Share Closing
Parent Stock Consideration multiplied by (B) the aggregate number of Shares issued and outstanding as of immediately prior to the Effective
Time held by such Stockholder, and if applicable, subject to reduction pursuant to Section 2.8(c)(iii) (the “Parent Common Shares Issuance™).
If a fraction of a Parent Common Share would otherwise be issuable pursuant to this Section 2.8(d)(ii) (for the avoidance of doubt, measured
on a per Stockholder basis after calculating the aggregate number of Parent Common Shares to be issued to such Stockholder), such fraction
shall be rounded up or down to the nearest whole number; and

3) if, during the Interim Period, the outstanding number of Shares or Parent Common Shares shall have been
changed into a different number of shares or a different class, by reason of any stock dividend, subdivision, reclassification, recapitalization,
split, combination or exchange of shares, or any similar event shall have occurred, then any number, value (including dollar value) or amount
contained herein that is based upon the number of Shares or Parent Common Shares will be appropriately adjusted to provide to the holders of
Shares, Vested Company Options and Parent Common Shares the same economic effect as contemplated by this Agreement; provided,
however, that this Section 2.8(d)(iii) shall not be construed to permit the Company, Parent or Merger Sub to take any action with respect to
their respective securities that is prohibited by the terms and conditions of this Agreement.
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4) Notwithstanding anything to the contrary in this Agreement, in no case shall Parent be required to issue pursuant
to this Agreement (including pursuant to Section 2.8(c)(iii)) any Parent Common Shares in excess of the Closing Parent Stock Consideration,
other than pursuant to Section 2.8(f)(i), if applicable.

(v)Determination of the Final Purchase Price.

(1) As soon as practicable, but no later than ninety (90) days after the Closing Date, Parent shall prepare and deliver
to the Equityholder Representative, Parent’s good faith proposed calculation of each of (A) the Net Working Capital (and the related Net
Working Capital Adjustment, if any), (B) the amount of Cash and Cash Equivalents, (C) the amount of Closing Date Indebtedness, (D) the
amount of Unpaid Transaction Expenses, (E) the Pre-Closing Distributable Earnings and (F) the Purchase Price, and, in each case, the
components thereof and in a manner consistent with the definitions thereof. The proposed calculations described in the previous sentence shall
collectively be referred to herein from time to time as the “Proposed Closing Date Calculations.” Parent shall prepare the Proposed Closing
Date Calculations in a manner consistent with the Accounting Principles. If Parent fails to timely deliver any of the Proposed Closing Date
Calculations in accordance with the foregoing, then, at the election of the Equityholder Representative in its sole discretion, either (x) the
Actual Adjustment shall be conclusively deemed to equal zero, (y) Parent shall deliver such Proposed Closing Date Calculation(s) within a
later time period specified by the Equityholder Representative (it being understood that the last sentence of this Section 2.8(e)(i) shall apply
each time that Parent subsequently fails to timely deliver any Proposed Closing Date Calculations) or (z) upon five (5) Business Days advance
written notice to Parent, the Equityholder Representative shall retain an independent accounting firm of national reputation to provide an audit
or other review of the Group Companies’ books and records, review the calculation of the Estimated Purchase Price and make any adjustments
necessary thereto consistent with the provisions of this Section 2.8(e), the determination of such accounting firm being conclusive and binding
on the Parties; provided, however, that the Equityholder Representative reserves any and all other rights granted to it in this Agreement. The
engagement fees of such accounting firm shall be borne as set forth in Section 2.8(e)(ii).

2) The Equityholder Representative shall have thirty (30) days following receipt of the Proposed Closing Date
Calculations to review such calculations (the “Review Period”). The Equityholder Representative may, on or prior to the last day of the Review
Period, give Parent written notice of any dispute, which sets forth its objections to Parent’s calculation of the Proposed Closing Date
Calculations in reasonable detail and provides an alternative calculation of any disputed amounts (a ‘“Purchase Price Dispute Notice™);
provided, however, that in the event that Parent does not make available to the Equityholder Representative documents, information or
personnel pursuant to Section 2.8(e)(iii) within five (5) days of request therefor (or such shorter period as may remain in such thirty (30) day
period), such thirty (30) day period shall be extended by one (1) day for each additional day required for Parent to fully respond to such
request. Unless the Equityholder Representative delivers a Purchase Price Dispute Notice to Parent on or before the last day of the Review
Period, the Proposed Closing Date Calculations shall be deemed to set forth the final Net Working Capital
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(and the related final Net Working Capital Adjustment, if any), the final amount of Cash and Cash Equivalents, the final amount of Closing
Date Indebtedness, the final amount of Unpaid Transaction Expenses, the final Pre-Closing Distributable Earnings and the final Purchase Price,
in each case, for all purposes hereunder (including the determination of the Actual Adjustment). Prior to the end of the Review Period, the
Equityholder Representative may accept the Proposed Closing Date Calculations by delivering written notice to that effect to Parent, in which
case the Purchase Price and the components thereof will be finally determined to be the amounts set forth in the Proposed Closing Date
Calculations when such notice is given. If the Equityholder Representative delivers a Purchase Price Dispute Notice to Parent on or prior to the
last day of the Review Period, Parent and the Equityholder Representative shall use commercially reasonable efforts to resolve any disputes set
forth in the Purchase Price Dispute Notice in good faith during the thirty (30) day period commencing on the date Parent receives the Purchase
Price Dispute Notice from the Equityholder Representative. If the Equityholder Representative and Parent do not agree upon a final resolution
with respect to any disputed items set forth in the Purchase Price Dispute Notice within such thirty (30) day period, then the remaining items in
dispute shall be submitted promptly by Parent and the Equityholder Representative to an independent accounting firm of national reputation
mutually acceptable to Parent and the Equityholder Representative (the “Accounting Firm”). Any item not disputed in the Purchase Price
Dispute Notice shall be deemed final and binding on the Parties as such amount appears in the last of (x) the Proposed Closing Date
Calculations and (y) the Purchase Price Dispute Notice, or as otherwise resolved in writing by the Equityholder Representative and Parent. The
Accounting Firm shall be requested to render a written determination of the applicable dispute (acting as an expert and not as an arbitrator)
within thirty (30) days after referral of the matter to such Accounting Firm, which determination must be in writing and must set forth, in
reasonable detail, the basis therefor and must be based solely on (A) the definitions and other applicable provisions and exhibits of this
Agreement, (B) a single presentation (which shall be limited to the remaining items in dispute) submitted by each of Parent and the
Equityholder Representative to the Accounting Firm within fifteen (15) days after the engagement thereof (which the Accounting Firm shall
forward to the other Party) and (C) any written responses submitted to the Accounting Firm by Parent or the Equityholder Representative
following receipt of each such presentation (which the Accounting Firm shall forward to the other Party), and not on independent review,
which such determination shall be conclusive and binding on Parent and the Equityholder Representative. The terms of the appointment and
engagement of the Accounting Firm shall be as reasonably agreed upon between the Equityholder Representative and Parent, and any
associated engagement fees shall initially be borne 50% by the Equityholder Representative (on behalf of the Equityholders) and 50% by
Parent; provided, however, that such fees shall ultimately be borne by the Equityholder Representative (on behalf of the Equityholders) and
Parent in the same proportion as the aggregate amount of the disputed items that is unsuccessfully disputed by each such party (as determined
by the Accounting Firm) bears to the total amount of the disputed items submitted to the Accounting Firm. Except as provided in the preceding
sentence, all other costs and expenses incurred by the Parties in connection with resolving any dispute hereunder before the Accounting Firm
shall be borne by the Party incurring such cost and expense. The Accounting Firm shall resolve each disputed item by choosing a value not in
excess of, nor less than, the greatest or lowest value, respectively, set forth in the presentations (and, if applicable, the responses) delivered to
the Accounting Firm
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pursuant to this Section 2.8(e)(ii). The Proposed Closing Date Calculations shall be revised as appropriate to reflect the resolution of any
objections thereto pursuant to this Section 2.8(e)(ii), and, as so revised, such Proposed Closing Date Calculations shall be deemed to set forth
the final Net Working Capital (and the related final Net Working Capital Adjustment), the final amount of Cash and Cash Equivalents, the final
amount of Closing Date Indebtedness, the final amount of Unpaid Transaction Expenses, the final Pre-Closing Distributable Earnings and the
final Purchase Price, in each case, for all purposes hereunder (including the determination of the Actual Adjustment).

3) Parent shall, and, from and after the Closing, shall cause each Group Company to, promptly make each Group
Company’s financial records, supporting documents and work papers and personnel available to the Equityholder Representative and its
accountants and other representatives (including the Accounting Firm) at reasonable times during normal business hours during the review by
the Equityholder Representative of, and the resolution of any objections with respect to, the Proposed Closing Date Calculations.

“ It is the intent of the Parties to have any final determination of the Purchase Price by the Accounting Firm
proceed in an expeditious manner; provided, however, that any deadline or time period contained herein may be extended or modified by the
written agreement of the Parties and the Parties agree that the failure of the Accounting Firm to strictly conform to any deadline or time period
contained herein shall not be a basis for seeking to overturn any determination rendered by the Accounting Firm which otherwise conforms to
the terms of this Section 2.8.

(vi)Adjustment to Estimated Purchase Price.

@) If the Actual Adjustment is a positive amount, the Surviving Entity shall issue to the Stockholders, in accordance
with each such Stockholder’s Stockholder Percentage Interest, a number of Parent Common Shares equal to the quotient of (A) such positive
amount divided by (B) the Parent Common Stock Per Share Price and Parent and the Equityholder Representative shall deliver joint written
instructions to the Escrow Agent to release the Escrow Shares to the Paying Agent (for further distribution to the Stockholders), in each case,
less any Tax deductions or withholdings required under applicable Law, within three (3) Business Days after the date on which the Purchase
Price is finally determined pursuant to Section 2.8(e).

2) If the Actual Adjustment is a negative amount, then within three (3) Business Days after the date on which the
Purchase Price is finally determined pursuant to Section 2.8(e), Parent and the Equityholder Representative shall deliver joint written
instructions to the Escrow Agent instructing the Escrow Agent to deliver to Parent out of the Escrow Shares a number of Parent Common
Shares equal to the quotient of (A) such negative amount divided by (B) the Parent Common Stock Per Share Price; provided, however, that if
the absolute value of such negative amount is less than the Purchase Price Escrow Amount, then simultaneously with the delivery of such joint
written instructions, Parent and the Equityholder Representative shall deliver joint written instructions to the Escrow Agent instructing the
Escrow Agent to release any excess Escrow Shares remaining in the Purchase Price Escrow Account to the Paying Agent (for
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further distribution to the Stockholders), less any Tax deductions or withholdings required under applicable Law. For the avoidance of doubt,
the Escrow Shares shall serve as the sole and exclusive source of recovery for any amounts owed to Parent in connection with the final
determination of the Purchase Price and Actual Adjustment pursuant to this Section 2.8.

3) Any amounts which become payable pursuant to this Section 2.8(f) will constitute an adjustment to the Purchase
Price for all purposes hereunder.

Section i. Option Plans

(i)Prior to the Closing, the Company shall take any appropriate actions pursuant to the Option Plan (and the underlying option
grant agreements) that are necessary to give effect to the provisions of Section 2.6(d) and Section 2.8(c)(v) with respect to Company Options.

(i) The Option Plan and all Company Options shall terminate as of the Effective Time, and no Optionholder shall have any rights
thereunder, including any rights to acquire any equity securities of the Company, the Surviving Entity or any Subsidiaries thereof, other than as
set forth herein (including pursuant to Section 2.8) or by applicable Law.

Section j. Paying Agent

()The Parties acknowledge and agree that the Company shall act as the paying agent, on behalf of the Stockholders for the
payment of the Closing Cash Consideration due and payable to the Stockholders hereunder (the Company in such capacity, the “Paying
Agent”). At the Effective Time, Parent shall deposit, or Parent shall otherwise take all steps necessary to cause to be deposited, by wire transfer
of immediately available funds, in trust with the Paying Agent for the benefit of the Stockholders, cash in an aggregate amount equal to the
Closing Cash Consideration (such amount, the “Payment Fund”), which deposit shall be used solely and exclusively for purposes of paying the
consideration specified in Section 2.8, and shall not be used to satisfy any other obligations of the Surviving Entity.

(i)At the close of business on the Business Day prior to the Effective Time, the stock transfer books of the Company shall be
closed and thereafter, there shall be no transfers of Shares that were outstanding immediately prior to the Effective Time. At any time
following the date hereof, the Company may, but in any event, shall within three (3) Business Days following the Effective Time, mail or
otherwise deliver to the Stockholders as of immediately prior to the Effective Time a Letter of Transmittal in the form attached hereto as
Exhibit C. All portions of the Payment Fund, if any, payable to such Stockholders shall be paid in accordance with the provisions of this
Agreement.

(iii)Prior to making any payment with respect to any Shares hereunder, including any issuance of Parent Common Shares, the
Paying Agent shall receive from such Stockholder a
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copy of (i) a duly executed Letter of Transmittal, and (ii) an executed substitute Form W-9. If a duly executed Letter of Transmittal is delivered
to the Paying Agent prior to the Effective Time, then the Paying Agent shall cause such applicable consideration to be paid to the applicable
Stockholder in immediately available funds at the Closing. If a duly executed Letter of Transmittal is delivered to the Paying Agent following
the Effective Time, then the Paying Agent shall cause such applicable consideration to be paid to the applicable Stockholder in immediately
available funds within two (2) Business Days after such delivery and surrender.

(iv)Until surrendered in accordance with this Section 2.10, each such Share (other than the Dissenting Shares to be cancelled in
accordance with Section 2.11) shall represent solely the right to receive the Per Share Closing Cash Consideration and the Per Share Closing
Parent Stock Consideration, as well as a portion of any Deferred Payments attributable thereto. No Stockholder shall be entitled to any
consideration contemplated herein unless and until such holder delivers the documentation required by Section 2.10(c).

(v)None of Parent, the Surviving Entity, the Equityholder Representative, or the Paying Agent, or any of their respective
Subsidiaries or Affiliates, shall be liable to any Person in respect of any cash delivered to a public official pursuant to any applicable abandoned
property, unclaimed property, escheat, or similar Law.

Section k. Treatment of Dissenting Shares

. Notwithstanding anything in this Agreement to the contrary, a Stockholder who has properly demanded appraisal of such shares
pursuant to, and who has complied in all respects with, the provisions of Section 262 of the DGCL (“Dissenting Shares”) shall not have such
shares converted into the applicable Per Share Closing Cash Consideration and the applicable Per Share Closing Parent Stock Consideration
and a portion (if any) of the Deferred Payments as provided herein, but instead such holder shall be entitled to such rights (and only such rights)
as are granted under Section 262 of the DGCL, unless and until such holder withdraws (in accordance with Section 262 of the DGCL) or loses
the right to dissent. If any holder of Dissenting Shares shall have effectively withdrawn (in accordance with Section 262 of the DGCL) or lost
the right to dissent, then as of the later of the Effective Time or the occurrence of such event, the Dissenting Shares held by such holder shall
be cancelled and converted into and represent the right to receive the Per Share Closing Cash Consideration and the Per Share Closing Parent
Stock Consideration, as well as a portion of any Deferred Payments attributable thereto, in each case, without any interest thereon.

Article 3.

REPRESENTATIONS AND WARRANTIES OF THE COMPANY
Except as set forth in the disclosure letter delivered to Parent on the date hereof and constituting an integral part of this Agreement (the
“Company Disclosure Letter”), the Company represents and warrants to Parent and Merger Sub as follows:

Section a. Corporate Status and Authority
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(1) The Company is a corporation duly organized, validly existing and in good standing under the Laws of the State of Delaware
and has all corporate power and authority to carry on its business as presently conducted and to own, lease and operate its properties, and is
duly qualified and in good standing (if applicable) as a foreign corporation duly authorized to do business in all jurisdictions, except where the
failure to have such power and authority or to be duly qualified or in good standing would not reasonably be expected to have, individually or in
the aggregate, a Company Material Adverse Effect. The Company has all requisite corporate power and authority (other than, as of the date
hereof, the obtaining of the Company Stockholder Written Consent) to (i) execute and deliver this Agreement and each other Transaction
Document to which it is a party, (ii) perform its obligations hereunder and thereunder, and (iii) consummate the transactions contemplated
hereby and thereby. The execution and delivery of this Agreement and each other Transaction Document to which the Company is a party, the
performance of the Company’s obligations hereunder and thereunder and the consummation of the transactions contemplated hereby and
thereby, have been duly authorized by all requisite corporate action of the Company (other than, as of the date hereof, the Company
Stockholder Written Consent). The Company has duly executed and delivered this Agreement, and each other Transaction Document to which
the Company is a party when executed and delivered by the Company, will be duly executed and delivered. This Agreement constitutes, and
each other Transaction Document to which the Company is a party will constitute (assuming the due and valid authorization, execution and
delivery hereof and thereof by each of the other applicable parties hereto and thereto), the legal, valid and binding obligation of the Company,
enforceable against the Company in accordance with its terms, except as such enforceability may be limited by applicable bankruptcy,
reorganization, insolvency, fraudulent conveyance, moratorium, receivership or similar Laws relating to or affecting creditors’ rights generally
and by general principles of equity (whether considered at Law or in equity) (the “Enforceability Exceptions”).

(i1))The Company has made available to Parent true, complete and correct copies of the Organizational Documents of the Group
Companies.

Section b. Capitalization

(i)Capital Stock. As of the date hereof, the authorized capital stock of the Company consists of (i) 1,000 shares of common stock,
par value $0.001 per share, designated as “Class A Common Stock” (the “Class A Company Common Shares ), of which none are issued and
outstanding, (ii) 2,000,000 shares of common stock, par value $0.001 per share, designated as “Class B Common Stock” (the “Class B
Company Common Shares” and, together with the Class A Company Common Shares, the “ Company Common Shares”), of which 730,855
are issued and outstanding, (iii) 10,001,000 shares of preferred stock, par value $0.001 per share, of which 10,000,000 are designated as
“Series C Participating Preferred Stock” (the “Company Preferred Shares” and together, with the Company Common Shares, the “Shares”), of
which 6,765,302 shares are issued and outstanding. Schedule 3.2(a) of the Company Disclosure Letter sets forth, as of the date 