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FORWARD-LOOKING STATEMENTS

The information in this Quarterly Report on Form 10-Q (“Form 10-Q”) includes “forward-looking statements” under Section 27A of 
the Securities Act and Section 21E of the Exchange Act. All statements, other than statements of historical fact included in this Form 
10-Q, regarding our strategy, future operations, financial position, estimated revenues and losses, projected costs, prospects, plans and 
objectives of management are forward-looking statements. When used in this Form 10-Q, the words “could,” “believe,” “anticipate,” 
“intend,” “estimate,” “expect,” “project” and similar expressions are intended to identify forward-looking statements, although not all 
forward-looking statements contain such identifying words. When considering forward-looking statements, you should keep in mind 
the risk factors and other cautionary statements described in the section “Risk Factors” included in the Company’s Annual Report on 
Form 10-K for the year ended December 31, 2022 (the “2022 Form 10-K”). These forward-looking statements are based on our 
current expectations and assumptions about future events and are based on currently available information as to the outcome and 
timing of future events. There is a risk that such predictions, estimates, projections, and other forward-looking statements will not be 
achieved. Nevertheless, and despite the fact that management’s expectations and estimates are based on assumptions management 
believes to be reasonable and data management believes to be reliable, our actual results, performance or achievements are subject to 
future risks and uncertainties, any of which could materially affect our actual performance. Risks and uncertainties that could affect 
such performance include, but are not limited to:
 

• impact of the “buy-now, pay-later” (“BNPL”) industry becoming subject to increased regulatory scrutiny;
• impact of operating in a highly competitive industry;
• impact of macro-economic conditions on consumer spending;
• our ability to increase our merchant network, our base of consumers and UMS;
• our ability to effectively manage growth, sustain our growth rate and maintain our market share;
• our ability to meet additional capital requirements;
• impact of exposure to consumer bad debts and insolvency of merchants;
• impact of the integration, support and prominent presentation of our platform by our merchants;
• impact of any data security breaches, cyberattacks, employee or other internal misconduct, malware, phishing or ransomware, 

physical security breaches, natural disasters, or similar disruptions;
• impact of key vendors or merchants failing to comply with legal or regulatory requirements or to provide various services 

that are important to our operations;
• impact of the loss of key partners and merchant relationships;
• impact of exchange rate fluctuations in the international markets in which we operate;
• our ability to protect our intellectual property rights;
• our ability to retain employees and recruit additional employees;
• impact of the costs of complying with various laws and regulations applicable to the BNPL industry in the United States and 

Canada;
• our ability to achieve our public benefit purpose and maintain our B Corporation certification; and
• the other factors identified in the “Risk Factors” section of the 2022 Form 10-K.

 
We caution you that these forward-looking statements are subject to numerous risks and uncertainties, most of which are difficult to 
predict and many of which are beyond our control. These risks include, but are not limited to, the risks described in the section “Risk 
Factors” included in the 2022 Form 10-K. Should one or more of the risks or uncertainties described occur, or should underlying 
assumptions prove incorrect, our actual results and plans could differ materially from those expressed in any forward-looking 
statements.
 
All forward-looking statements, expressed or implied, included in this Form 10-Q and the 2022 Form 10-K are expressly qualified in 
their entirety by these cautionary statements. These cautionary statements should also be considered in connection with any 
subsequent written or oral forward-looking statements that we or persons acting on our behalf may issue. Except as otherwise required 
by applicable law, we disclaim any duty to update any forward-looking statements, all of which are expressly qualified by the 
cautionary statements in this section, to reflect events or circumstances after the date of this Form 10-Q.
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PART I. FINANCIAL INFORMATION

ITEM 1.   FINANCIAL STATEMENTS

Consolidated Balance Sheets
As of

March 31, 2023 December 31, 2022
(unaudited) (audited)

Assets
Current Assets

Cash and cash equivalents $ 59,038,722 $ 68,279,539 
Restricted cash, current  1,522,052  1,223,119 
Notes receivable  91,032,633  103,581,855 
Allowance for credit losses  (6,251,765)  (10,223,451) 

Notes receivable, net  84,780,868  93,358,404 
Other receivables, net  1,887,944  2,532,710 
Prepaid expenses and other current assets  3,744,939  4,737,688 

Total current assets  150,974,525  170,131,460 
Non-Current Assets

Internally developed intangible assets, net  1,451,673  1,322,836 
Property and equipment, net  271,413  281,605 
Operating right-of-use assets  43,663  86,715 
Restricted cash, non-current  20,000  20,000 
Other assets  717,031  733,922 

Total Assets $ 153,478,305 $ 172,576,538 

Liabilities and Stockholders' Equity
Current Liabilities

Merchant accounts payable $ 65,274,028 $ 83,020,739 
Operating lease liabilities  39,963  79,312 
Accrued liabilities  7,286,790  10,448,872 
Other payables  3,183,212  4,129,371 
Deferred revenue  1,636,673  1,516,228 

Total current liabilities  77,420,666  99,194,522 
Long Term Liabilities

Long term debt  250,000  250,000 
Line of credit, net of unamortized debt issuance costs of $1,101,955 and $1,222,525, respectively  58,698,045  63,777,475 
Warrant liabilities  931,497  511,295 
Other non-current liabilities  2,515,596  — 

Total Liabilities  139,815,804  163,733,292 

Commitments and Contingencies (see Note 7)

Stockholders' Equity*
Common stock, $0.00001 par value; 750,000,000 shares authorized; 5,512,524 and 5,507,108 shares issued, 
respectively; 5,481,921 and 5,478,470 shares outstanding, respectively  2,084  2,083 
Additional paid-in capital  181,445,224  179,054,368 
Treasury stock, at cost: 30,603 and 28,638 shares, respectively  (4,101,669)  (4,072,752) 
Accumulated other comprehensive loss  (789,782)  (643,974) 
Accumulated deficit  (162,893,356)  (165,496,479) 

Total Stockholders' Equity  13,662,501  8,843,246 
Total Liabilities and Stockholders' Equity $ 153,478,305 $ 172,576,538 

* Effective May 11, 2023, we performed a 1-for-38 reverse stock split. Share amounts (excluding shares authorized and par value) have been retroactively restated.

See the accompanying Notes to the Consolidated Financial Statements.
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Consolidated Statements of Operations and Comprehensive Income (Loss) (unaudited)

For the three months ended March 31, 
2023 2022

Total income $ 34,673,431 $ 27,633,962 

Operating Expenses
Personnel  11,573,990  16,379,638 
Transaction expense  8,238,586  11,794,369 
Third-party technology and data  1,749,176  2,076,314 
Marketing, advertising, and tradeshows  3,199,174  5,298,707 
General and administrative  2,798,210  7,743,061 
Provision for credit losses  1,694,364  10,465,595 

Total operating expenses  29,253,500  53,757,684 

Operating Income (Loss)  5,419,931  (26,123,722) 

Other Income (Expense)
Net interest expense  (3,377,047)  (1,615,339) 
Other income (expense), net  113,487  (228,339) 
Fair value adjustment on warrants  (420,201)  — 

Income (Loss) before taxes  1,736,170  (27,967,400) 

Income tax expense  11,624  21,146 

Net Income (Loss)  1,724,546  (27,988,546) 

Other Comprehensive (Loss) Income
Foreign currency translation adjustment  (145,808)  407,986 

Total Comprehensive Income (Loss) $ 1,578,738 $ (27,580,560) 

Net income (loss) per share*:
Basic $ 0.31 $ (5.20) 
Diluted  0.31  (5.20) 

Weighted-average shares outstanding*:
Basic  5,480,673  5,383,476 
Diluted  5,556,830  5,383,476 

* Effective May 11, 2023, we performed a 1-for-38 reverse stock split. Share and per-share amounts have been retroactively restated.

See the accompanying Notes to the Consolidated Financial Statements.
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Consolidated Statements of Stockholders’ Equity (unaudited)

Common Stock Additional 
Paid-in 
Capital

Stock 
Subscriptions

Treasury 
Stock, At 

Cost

Accumulated 
Other 

Comprehensive 
Income

Accumulated 
DeficitShares* Amount Total

Balance at January 1, 2022  5,374,499 $ 2,044 $ 168,338,673 $ (18,545) $ (3,691,322) $ 563,911 $ (127,402,723) $ 37,792,038 
Equity based compensation  —  —  1,768,718  —  —  —  —  1,768,718 
Stock option exercises  16,939  6  82,520  —  —  —  —  82,526 
Restricted stock issuances and 
vesting of awards  19,830  8  949,369  —  —  —  —  949,377 
Stock subscriptions receivable 
related to stock option exercises  35,362  13  305,820  (305,833)  —  —  —  — 
Stock subscriptions collected 
related to stock option exercises  —  —  —  18,545  —  —  —  18,545 
Repurchase of common stock  (5,733)  (2)  —  —  (303,139)  —  —  (303,141) 
Foreign currency translation 
adjustment  —  —  —  —  —  407,986  —  407,986 
Net loss  —  —  —  —  —  —  (27,988,546)  (27,988,546) 
Balance at March 31, 2022  5,440,897 $ 2,069 $ 171,445,100 $ (305,833) $ (3,994,461) $ 971,897 $ (155,391,269) $ 12,727,503 

Common Stock Additional 
Paid-in 
Capital

Stock 
Subscriptions

Treasury 
Stock, At 

Cost

Accumulated 
Other 

Comprehensive 
Loss

Accumulated 
DeficitShares* Amount Total

Balance at January 1, 2023  5,478,470 $ 2,083 $ 179,054,368 $ — $ (4,072,752) $ (643,974) $ (165,496,479) $ 8,843,246 
Adoption of Accounting Standards 
Update No. 2016-13  —  —  —  —  —  —  878,577  878,577 
Equity based compensation  —  —  2,148,085  —  —  —  —  2,148,085 
Stock option exercises  395  —  750  —  —  —  —  750 
Restricted stock issuances and 
vesting of awards  5,021  2  242,021  —  —  —  —  242,023 
Repurchase of common stock  (1,965)  (1)  —  —  (28,917)  —  —  (28,918) 
Foreign currency translation 
adjustment  —  —  —  —  —  (145,808)  —  (145,808) 
Net income  —  —  —  —  —  —  1,724,546  1,724,546 
Balance at March 31, 2023  5,481,921 $ 2,084 $ 181,445,224 $ — $ (4,101,669) $ (789,782) $ (162,893,356) $ 13,662,501 

* Effective May 11, 2023, we performed a 1-for-38 reverse stock split. Share amounts have been retroactively restated.

See the accompanying Notes to the Consolidated Financial Statements.
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Consolidated Statements of Cash Flows (unaudited)
For the three months ended March 31, 

2023 2022
Operating Activities:

Net income (loss) $ 1,724,546 $ (27,988,546) 
Adjustments to reconcile net loss to net cash provided from (used for) operating activities:

Depreciation and amortization  200,768  223,967 
Provision for credit losses  1,694,364  10,465,595 
Provision for other credit losses  516,319  2,514,301 
Equity based compensation and restricted stock vested  2,390,108  2,718,095 
Amortization of debt issuance costs  173,453  185,602 
Fair value adjustment on warrants  420,201  — 
Loss on sale of fixed assets  2,174  — 

Changes in operating assets and liabilities:
Notes receivable  6,885,554  13,221,231 
Other receivables  128,749  444,861 
Prepaid expenses and other assets  1,013,216  (180,022) 
Merchant accounts payable  (17,748,691)  (1,467,348) 
Other payables  (952,451)  1,776,019 
Accrued liabilities  (647,194)  5,891,198 
Deferred revenue  120,447  — 
Operating leases  3,700  4,387 

Net Cash (Used for) Provided from Operating Activities  (4,074,737)  7,809,340 

Investing Activities:
Purchase of property and equipment  (51,158)  (56,488) 
Internally developed intangible asset additions  (270,095)  (317,681) 

Net Cash Used for Investing Activities  (321,253)  (374,169) 

Financing Activities:
Proceeds from line of credit  11,300,000  — 
Payments to line of credit  (16,500,000)  (26,000,000) 
Payments of debt issuance costs  (52,883)  — 
Proceeds from stock option exercises  750  82,526 
Stock subscriptions collected related to stock option exercises  —  18,545 
Repurchase of common stock  (28,918)  (303,141) 

Net Cash Used for Financing Activities  (5,281,051)  (26,202,070) 

Effect of exchange rate changes on cash  735,157  456,896 
Net decrease in cash, cash equivalents, and restricted cash  (9,677,041)  (18,766,899) 
Cash, cash equivalents, and restricted cash, beginning of period  69,522,658  78,890,168 
Cash, cash equivalents, and restricted cash, end of period $ 60,580,774 $ 60,580,165 

Supplementary disclosures:
Interest paid $ 3,617,351 $ 1,567,639 
Income taxes paid  825  — 

See the accompanying Notes to the Consolidated Financial Statements.
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Notes to Consolidated Financial Statements (unaudited)

Note 1.    Significant Accounting Policies

Basis of Presentation and Principles of Consolidation

These unaudited consolidated financial statements are prepared and presented in accordance with accounting principles generally 
accepted in the United States of America (“U.S. GAAP”) and the rules and regulations of the Securities and Exchange Commission 
(“SEC”) applicable to interim financial statements. While these consolidated financial statements and the accompanying notes thereof 
reflect all normal recurring adjustments that are, in the opinion of management, necessary for fair presentation of the results of the 
interim period, they do not include all of the information and footnotes required by U.S. GAAP for complete consolidated financial 
statements. These consolidated financial statements and their accompanying notes should be read in conjunction with the consolidated 
financial statement disclosures in our 2022 annual consolidated financial statements. The disclosures in Note 3 supplement updates to 
the accounting policies previously disclosed in Note 1 of our Annual Report on Form 10-K for the year ended December 31, 2022.  
The updates reflect the adoption of the Financial Accounting Standards Board (FASB) Accounting Standards Updates (ASU) 2016-13, 
“Financial Instruments - Credit Losses (Topic 326) - Measurement of Credit Losses on Financial Instruments”, referred to as ASC 326 
or, more commonly, referred to as Current Expected Credit Losses (CECL).

Operating results reported for the three months ended March 31, 2023 might not be indicative of the results for any subsequent period 
or the entire year ending December 31, 2023.

Sezzle Inc. (the “Company”, “Sezzle”, “we”, “us”, or “our”) uses the same accounting policies in preparing quarterly and annual 
consolidated financial statements. We consolidate the accounts of subsidiaries for which we have a controlling financial interest. The 
accompanying consolidated financial statements include all the accounts and activity of Sezzle Inc. and its wholly-owned subsidiaries. 
All intercompany balances and transactions are eliminated in consolidation.

Fair Value

Fair values are based on the price that would be received to sell an asset or paid to transfer a liability in an orderly transaction between 
market participants at the measurement date (i.e. an exit price). The accounting guidance includes a fair value hierarchy that prioritizes 
the inputs to valuation techniques used to measure fair value. The three levels of the fair value hierarchy are as follows:

• Level 1 — Unadjusted quoted prices for identical assets or liabilities in active markets;
• Level 2 — Inputs other than quoted prices in active markets for identical assets and liabilities that are observable either 

directly or indirectly for substantially the full term of the asset or liability; and
• Level 3 — Unobservable inputs for the asset or liability, which include management’s own assumption about the assumptions 

market participants would use in pricing the asset or liability, including assumptions about risk.

We measure the value of our money market securities at each reporting date. The fair value of our money market securities, totaling 
$14,211 and $333,158 as of March 31, 2023 and December 31, 2022, respectively, are based on Level 1 inputs and are included within 
cash and cash equivalents on the consolidated balance sheets.

We also measure the value of our warrant liabilities at each reporting date. The fair value of our warrant liabilities are determined 
using the Black-Scholes valuation model, which includes our common stock price on the Australian Securities Exchange (ASX), a 
Level 1 input. The fair value of the warrant liabilities totaled $931,497 and $511,295 as of March 31, 2023 and December 31, 2022, 
respectively.

Segments

We conduct our operations through a single operating segment and, therefore, one reportable segment. There are no significant 
concentrations by state or geographical location.

Reclassifications

Certain prior period amounts have been reclassified to conform with the current period presentation format.
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Reverse Stock Split

Our Board of Directors approved a reverse stock split of our issued shares of common stock at a ratio of 1-for-38 (the “Reverse Stock 
Split”). The Reverse Stock Split became effective on May 11, 2023. All share and per share amounts for all periods presented in these 
Consolidated Financial Statements and their accompanying notes have been adjusted, on a retrospective basis, to reflect the Reverse 
Stock Split, unless otherwise stated. The number of authorized shares and the par value remained unaffected.

Recent Accounting Pronouncements

Recently Adopted Accounting Guidance

Standard Description Date of Adoption Effect on Consolidated Financial Statements

ASU No. 2016-13, 
Financial Instruments—
Credit Losses (Topic 326): 
Measurement of Credit 
Losses on Financial 
Instruments

This ASU replaces the incurred 
loss impairment methodology 
with an expected credit loss 
methodology and requires 
consideration of a broader range 
of reasonable and supportable 
information to determine credit 
loss estimates. The standard also 
requires expanded disclosures 
related to credit losses and credit 
quality indicators.

January 1, 2023 The adoption of this ASU resulted in a decrease 
in our allowance for credit losses and an increase 
in retained earnings of approximately $0.9 
million. The decrease in our allowance for credit 
losses was related to the inclusion of future 
recoveries in our estimate. There was no impact 
to our net deferred tax asset given the full 
valuation allowance recorded.

We have updated the presentation of our 
consolidated balance sheets and consolidated 
statements of operations and comprehensive 
income (loss) to conform with the requirements 
of this ASU. Additionally, we have updated our 
disclosures in Note 3 of the accompanying notes 
to the consolidated financial statements to meet 
the disclosure requirements of this ASU, 
including information on credit quality indicators 
and gross charge-offs.

ASU No. 2022-02, 
Financial Instruments – 
Credit Losses: Troubled 
Debt Restructurings and 
Vintage Disclosures

This ASU requires an entity to 
disclose current-period gross 
writeoffs by year of origination 
for financing receivables and net 
investments in leases within the 
scope of Subtopic 326-20, 
Financial Instruments—Credit 
Losses—Measured at Amortized 
Cost.

January 1, 2023 The impact of adopting this amendment is 
included within the impact of adoption of ASU 
No. 2016-13.
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Note 2.    Total Income

Total income for the three months ended March 31, 2023 and 2022 was $34,673,431 and $27,633,962, respectively. Total income in 
the fourth quarter has historically been strongest for us, in line with consumer spending habits during the holiday shopping season. 
Our total income is classified into two categories: transaction income and income from other services.

Transaction Income

Transaction income is comprised of all income earned from merchants, consumers, and other third-parties that relate to placing and 
processing orders on the Sezzle Platform. This primarily includes merchant processing fees, virtual card interchange income, and 
consumer related fee income.

We earn our income primarily from fees paid by merchants in exchange for our payment processing services. These merchant 
processing fees are applied to the underlying sales of consumers passing through our platform and are predominantly based on a 
percentage of the consumer order value plus a fixed fee per transaction. We also earn income on interchange fees through our virtual 
card solution. Virtual card interchange income is recognized at the time a virtual card transaction is processed. 

Transaction income is reduced by direct loan origination fees. Such costs are comprised of costs paid to third-parties to obtain data for 
underwriting consumers which result in a successful transaction. Such costs which result in a declined order are recorded within third-
party technology and data on the consolidated statements of operations and comprehensive income (loss).

Income from Other Services

Income from other services includes all other incomes earned from merchants, consumers, and other third-parties not included in 
transaction income. This primarily includes account reactivation fees, reschedule fees, and Sezzle Premium subscription revenue.

We earn income from consumers in the form of account reactivation fees. These fees are assessed to consumers who fail to make a 
timely payment. Account reactivation fees are applied to principal installments that are delinquent for more than 48 hours (or longer 
depending on the regulations within a specific state jurisdiction) after the scheduled installment payment date. Account reactivation 
fees are recognized at the time the fee is charged to the consumer to the extent they are reasonably collectible by us. We also earn 
income from consumers in the form of reschedule fees. Consumers are allowed to reschedule their initial installment one time without 
incurring a reschedule fee and the principal of a rescheduled payment is not considered to be delinquent. If consumers reschedule a 
payment more than once in the same order cycle they are subject to a reschedule fee.

Additionally, we offer our consumers the ability to subscribe to Sezzle Premium which, along with other benefits, allows consumers to 
shop at select large, non-integrated “premium merchants” for a monthly or annual fee. Sezzle Premium subscription fees are 
recognized straight-line over the subscription period. We also earn income from other services in the form of merchant gateway fees. 
Merchant gateway fees are charged to certain low-volume merchants for access to our Sezzle Platform, consumer base, and merchant 
store directory. Such fees are recognized at the time the fee is charged to merchants to the extent they are reasonably collectible by us.
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Disaggregation of Total Income

Our total income by category for the three months ended March 31, 2023 and 2022 is as follows:

For the three months ended March 31, 
2023 2022

Transaction income $ 25,865,968 $ 22,863,986 
Income from other services  8,807,463  4,769,976 
Total income $ 34,673,431 $ 27,633,962 

Within total income, $10,441,020 and $105,273 do not fall under the scope of the Accounting Standards Codification (“ASC”) Topic 
310, Receivables, for the three months ended March 31, 2023 and 2022, respectively. Such income relates to revenue from contracts 
with customers and is within the scope of ASC 606.

Total income that falls under the scope of ASC Topic 310 (excluding account reactivation fees) is initially recorded as a reduction to 
notes receivable, net, within the consolidated balance sheets. The income is then recognized over the average duration of the note 
using the effective interest rate method. Total income to be recognized over the duration of existing notes receivable outstanding was 
$3,479,795 and $4,068,332 as of March 31, 2023 and December 31, 2022, respectively.

Total income that falls under the scope of ASC Topic 606, Revenue from Contracts with Customers, generally comprises a single 
performance obligation. For performance obligations that occur over a period of time (e.g. consumers’ ability to access the features of 
Sezzle Premium over the subscription term), we recognize total revenue straight-line over the duration of the performance obligation. 
All performance obligations are fully satisfied within one year of receiving payment. Total income to be recognized over the 
remaining duration of outstanding performance obligations was $1,636,673 and $1,516,228 as of March 31, 2023 and December 31, 
2022, respectively.

Note 3.    Notes Receivable and Allowance for Credit Losses

Our notes receivable represent amounts due from consumers for outstanding principal and reschedule fees on installment payment 
plans made on our platform. Consumers installment payment plans are interest-free, and typically consist of four installments, with the 
first payment made at the time of purchase and subsequent payments coming due every two weeks thereafter. Our notes receivable are 
generally due within 42 days.

We classify all of our notes receivable as held for investment, as we have the intent and ability to hold these investments for the 
foreseeable future or until maturity or payoff. Since our portfolio is comprised of one product segment, point-of-sale unsecured 
installment loans, we evaluate our notes receivable as a single, homogenous portfolio and make merchant-specific or other 
adjustments as necessary. Our notes receivable are reported at amortized cost, which include unpaid principal and reschedule fee 
balances, adjusted for unearned transaction income, direct loan origination costs, and charge-offs. The amortized cost is adjusted for 
the allowance for credit losses within notes receivable, net.

As of March 31, 2023, our notes receivable at amortized cost was comprised of the following:

March 31, 2023
Notes receivable, gross $ 94,512,428 
Deferred transaction income  (3,479,795) 
Notes receivable, amortized cost $ 91,032,633 
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The following table summarizes our notes receivable, net, as of December 31, 2022 prior to the adoption of ASU 2016-13: 

December 31, 2022
Notes receivable, gross $ 107,650,187 
Less allowance for uncollectible accounts:

Balance at beginning of year  (23,114,173) 
Provision  (29,437,179) 
Charge-offs, net of recoveries totaling $5,040,041  42,327,901 

Total allowance for uncollectible accounts  (10,223,451) 
Notes receivable, net of allowance  97,426,736 
Deferred transaction income  (4,068,332) 
Notes receivable, net $ 93,358,404 

Deferred transaction income is comprised of unrecognized merchant fees and consumer reschedule fees net of direct note origination 
costs, which are recognized over the duration of the note with the consumer and are recorded as an offset to transaction income on the 
consolidated statements of operations and comprehensive income (loss). Our notes receivable had a weighted average days 
outstanding of 34 days, consistent with the prior year’s duration.

We closely monitor credit quality for our notes receivable to manage and evaluate our related exposure to credit risk. When assessing 
the credit quality and risk of our portfolio, we monitor a variety of internal risk indicators and combine these factors to establish an 
internal, proprietary score as a credit quality indicator (the “Prophet Score”). We evaluate the credit risk of our portfolio by grouping 
Prophet Scores into three buckets that range from A to C, with receivables having an “A” rating representing the highest credit quality 
and lowest likelihood of loss. Receivables assigned “No score” represent consumers who have not placed at least two orders. The 
Prophet Score model analyzes a variety of risk indicators and consumer attributes that are shown to be predictive of ability and 
willingness to repay. Our risk and fraud team closely monitors the distribution of Prophet Scores for signs of changes in credit risk 
exposure and portfolio performance. The risk and fraud team also regularly evaluates the integrity of the Prophet Score model and 
updates it as necessary, but at least annually.

The amortized cost basis of our notes receivable by Prophet Score and year of origination as of March 31, 2023 is as follows:

March 31, 2023
Amortized cost basis by year of origination

2023 2022 Total
A $ 37,277,708 $ 556,002 $ 37,833,710 
B  23,527,210  998,967  24,526,177 
C  18,385,600  1,643,973  20,029,573 
No score  7,914,684  728,489  8,643,173 
Total amortized cost $ 87,105,202 $ 3,927,431 $ 91,032,633 
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Our notes receivable are considered past due when the principal has not been received within one calendar day of when they are due in 
accordance with the agreed upon contractual terms. Any amounts delinquent after 90 days are charged-off with an offsetting reversal 
to the allowance for credit losses. Additionally, amounts identified as no longer collectible—such as when a consumer becomes 
deceased or bankrupt—are charged-off immediately. Principal payments recovered after 90 days are recognized as a reduction to the 
allowance for credit losses in the period the receivable is recovered. The amortized cost basis of our notes receivable by delinquency 
status as of March 31, 2023 is as follows:

March 31, 2023
Current $ 83,483,563 
1–28 days past due  3,610,029 
29–56 days past due  1,633,102 
57–90 days past due  2,305,939 
Total amortized cost $ 91,032,633 

The following table summarizes our gross notes receivable and related allowance for uncollectible accounts as of December 31, 2022 
prior to the adoption of ASU 2016-13: 

December 31, 2022
Gross 

Receivables Less Allowance Net Receivables
Current $ 96,923,113 $ (3,348,558) $ 93,574,555 
Days past due:

1–28  5,516,812  (2,146,103)  3,370,709 
29–56  2,513,755  (2,063,131)  450,624 
57–90  2,696,507  (2,665,659)  30,848 

Total $ 107,650,187 $ (10,223,451) $ 97,426,736 

We maintain an allowance for credit losses at a level necessary to absorb expected credit losses on principal and reschedule fee 
receivables from consumers. The allowance for credit losses is determined based on our current estimate of expected credit losses over 
the remaining contractual term and incorporates evaluations of known and inherent risks in our portfolio, historical credit losses, 
consumer payment trends, estimates of recoveries, current economic conditions, and reasonable and supportable forecasts. We 
regularly assess the adequacy of our allowance for credit losses and adjust the allowance as necessary to reflect changes in the credit 
risk of our notes receivable. Any adjustment to the allowance for credit losses is recognized in net income (loss) through the provision 
for credit losses on our consolidated statements of operations and comprehensive income (loss). While we believe our allowance for 
credit losses is appropriate based on the information available, actual losses could differ from the estimate. Effective January 1, 2023, 
we adopted accounting guidance which replaces the incurred loss impairment methodology with an expected credit loss methodology 
and requires consideration of a broader range of reasonable and supportable information to determine credit loss estimates. Upon 
adoption, we decreased our allowance for credit losses and increased retained earnings through a cumulative-effect adjustment.

In estimating the allowance for credit losses, we utilize a roll rate analysis of delinquent and current notes receivable. Roll rate 
analysis is a technique used to estimate the likelihood that a loan progresses through various stages of delinquency and eventually 
charges off. We segment our notes receivable into delinquency statuses and semi-monthly vintages for purposes of evaluating 
historical performance and determining the future likelihood of default.
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The activity in the allowance for credit losses, including the provision for credit losses, charge-offs, and recoveries for the three 
months ended March 31, 2023 and 2022 is as follows:

For the three months ended March 31, 
2023 2022

Balance at beginning of period $ 10,223,451 $ 23,114,173 
Adoption of Accounting Standards Update No. 2016-13  (878,577)  — 
Provision for credit losses  1,694,364  10,465,595 
Charge-offs  (6,119,010)  (15,305,982) 
Recoveries of charged-off receivables  1,331,537  1,427,547 
Balance at end of period $ 6,251,765 $ 19,701,333 

Net charge-offs by year of origination for the three months ended March 31, 2023 is as follows:

2023 2022 2021 2020 2019 Total
Current period gross charge-offs $ (81,932) $ (6,027,430) $ (9,175) $ (473) $ — $ (6,119,010) 
Current period recoveries  —  846,255  353,501  98,912  32,869  1,331,537 
Current period net charge-offs $ (81,932) $ (5,181,175) $ 344,326 $ 98,439 $ 32,869 $ (4,787,473) 

Note 4.    Other Receivables

As of March 31, 2023 and December 31, 2022, the balance of other receivables, net, on the consolidated balance sheets is comprised 
of the following:

As of March 31, 2023 December 31, 2022
Account reactivation fees receivable, net $ 137,010 $ 209,734 
Receivables from merchants, net  1,750,934  2,322,976 
Other receivables, net $ 1,887,944 $ 2,532,710 

Account reactivation fees are applied to principal installments that are delinquent for more than 48 hours (or longer depending on the 
regulations within a specific state jurisdiction) after the scheduled installment payment date. Any account reactivation fees associated 
with a delinquent payment are considered to be the same number of days delinquent as the principal payment. Account reactivation 
fees receivable, net, is comprised of outstanding account reactivation fees that we reasonably expect to collect from our consumers. As 
of March 31, 2023 and December 31, 2022, gross account reactivation fees receivable totaled $873,501 and $1,190,447, respectively.

We maintain an allowance for credit losses at a level necessary to absorb expected credit losses on account reactivation fee receivables 
from our consumers. Any amounts delinquent after 90 days are charged-off with an offsetting reversal to the allowance for credit 
losses. Additionally, amounts identified as no longer collectible—such as when a consumer becomes deceased or bankrupt—are 
charged-off immediately. Payments recovered after 90 days are recognized as a reduction to the allowance for credit losses in the 
period the receivable is recovered. As of March 31, 2023 and December 31, 2022, the allowance for credit losses on other receivables 
totaled $736,491 and $980,713, respectively.
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The activity in the allowance for credit losses related to account reactivation fees, including the provision for other credit losses, 
charge-offs, and recoveries for the three months ended March 31, 2023 and 2022 is as follows:

For the three months ended March 31, 
2023 2022

Balance at beginning of period $ 980,713 $ 1,691,071 
Provision for other credit losses  516,319  2,320,268 
Charge-offs  (997,683)  (2,543,447) 
Recoveries of charged-off receivables  237,142  327,068 
Balance at end of period $ 736,491 $ 1,794,960 

Receivables from merchants primarily represent merchant fees receivable for orders settled with our virtual card solution. Virtual card 
transactions are settled with the merchant for the full purchase price at the point of sale and we separately invoice the merchant for the 
merchant fees due to us. There is no allowance for credit losses recorded against merchant fees receivable.

Note 5.    Merchant Accounts Payable

Merchant accounts payable represents amounts owed to merchants related to orders placed on the Sezzle Platform. Merchant accounts 
payable in total were $65,274,028 and $83,020,739 as of March 31, 2023 and December 31, 2022, respectively, as disclosed in the 
consolidated balance sheets.

We offer our merchants an interest bearing program in which merchants may defer payment from us in exchange for interest. Within 
merchant accounts payable, $51,340,505 and $66,469,982 were recorded within the merchant interest program balance as of 
March 31, 2023 and December 31, 2022, respectively.

Effective March 20, 2023, all deferred payments retained in the program bear interest at a fixed rate of 5.2% on an annual basis, 
compounding daily. Prior to that, during 2023 deferred payments retained in the program bore interest at a fixed rate of 3.8% on an 
annual basis, compounding daily. The weighted average annual percentage yield and related interest expense was 4.04% and 
$581,120, and 3.19% and $593,576 for the three months ended March 31, 2023 and 2022, respectively.

Deferred payments are due on demand, up to $250,000 during any seven day period, at the request of the merchant. Any request larger 
than $250,000 is processed within seven to ten days. We reserve the right to impose additional limits on the program and make 
changes to the program without notice or limits. These limits and changes to the program can include but are not limited to: maximum 
balances, withdrawal amount limits, and withdrawal frequency.

Note 6.    Line of Credit

We fund our consumer receivables through the use of a secured line of credit. We had an outstanding principal balance on our line of 
credit totaling $59,800,000 and $65,000,000 as of March 31, 2023 and December 31, 2022, respectively. Our revolving credit 
facilities are secured by a pool of pledged, eligible notes receivable. As of March 31, 2023 and December 31, 2022, we had pledged 
$80,387,743 and $89,797,068 of eligible gross notes receivable, respectively. We had an unused borrowing capacity of $490,807 and 
$477,606 as of March 31, 2023 and December 31, 2022, respectively.

Expenses related to our lines of credit for the three months ended March 31, 2023 and 2022 are as follows:

For the three months ended March 31, 
2023 2022

Interest expense on utilization $ 2,760,080 $ 788,298 
Interest expense on unused daily amounts  39,805  82,300 
Amortization of debt issuance costs  173,453  185,602 

For the three months ended March 31, 2023 and 2022, our lines of credit carried an effective annual interest rate of 17.69% and 
4.79%, respectively.
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Note 7.    Commitments and Contingencies

Merchant Contract Obligations

We have entered into several agreements with third-parties in which we will reimburse these third-parties for mutually agreed upon 
co-branded marketing and advertising costs. As of March 31, 2023 and December 31, 2022, we had outstanding agreements that 
stipulate we will commit to spend up to approximately $16.1 million and $19.4 million, respectively, in marketing and advertising 
spend in future periods. These agreements have remaining contractual terms of two years or less.

Expenses incurred relating to these agreements totaled $3,061,110 and $4,361,830 for the three months ended March 31, 2023 and 
2022, respectively. These expenses are included within marketing, advertising, and tradeshows on the consolidated statements of 
operations and comprehensive income (loss).

Certain agreements also contain provisions that may require payments by us and are contingent on us and/or the third party meeting 
specified criteria, such as achieving implementation benchmarks. As of both March 31, 2023 and December 31, 2022, we had 
outstanding agreements that stipulate we may spend approximately $6.1 million in future periods if such criteria are met.

Note 8.    Net Income (Loss) Per Share

Basic net income (loss) per share is computed by dividing net income (loss) for the period by the weighted-average number of shares 
outstanding during the period, including repurchases carried as treasury stock. Diluted net income (loss) per share is computed by 
dividing net income (loss) by the weighted-average number of shares outstanding adjusted for the dilutive effect of all potential shares 
of stock, including the exercise of employee stock options and assumed vesting of restricted stock units (if dilutive). In periods where 
we reported a net loss, the diluted net loss per share is the same as basic net loss per share because the impact of including assumed 
exercises of stock options and vesting of restricted stock units would have an anti-dilutive impact.

The following table presents the calculation of basic and diluted net income (loss) per share:

Three months ended March 31, 
2023 2022

Numerator:
Net income (loss) $ 1,724,546 $ (27,988,546) 

Denominator*:
Basic shares:

Weighted-average shares outstanding  5,480,673  5,383,476 
Diluted shares:

Stock options  67,741  — 
Warrants  8,416  — 
Weighted-average shares outstanding  5,556,830  5,383,476 

Net income (loss) per share:
Basic $ 0.31 $ (5.20) 
Diluted $ 0.31 $ (5.20) 

* Effective May 11, 2023, we performed a 1-for-38 reverse stock split. Share amounts have been retroactively restated.

Because their effect would have been anti-dilutive, 228,281 shares were excluded from the denominator of diluted net income per 
share for the three months ended March 31, 2023.
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ITEM 2.   MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND 
RESULTS OF OPERATIONS

The following discussion and analysis of our financial condition and results of operations should be read together with our 
consolidated financial statements and related notes appearing elsewhere in this Quarterly Report on Form 10-Q (“Form 10-Q”). This 
discussion and analysis contains forward-looking statements that involve risks, uncertainties and assumptions. You should review the 
“Forward-Looking Statements”, “Factors Affecting Results from Operations”, and “Risk Factors” sections of this Form 10-Q and 
the 2022 Form 10-K for a discussion of important factors that could cause actual results to differ materially from the results described 
in or implied by the forward-looking statements described in the following discussion and analysis.

Overview

We are a purpose-driven payments company that is on a mission to financially empower the next generation. Launched in 2017, we 
have built a digital payments platform that allows merchants to offer their consumers a flexible alternative to traditional credit. As of 
March 31, 2023, our platform has supported the business growth of 39 thousand Active Merchants while serving 2.8 million Active 
Consumers. Through our products we aim to enable consumers to take control over their spending, be more responsible, and gain 
access to financial freedom. Our vision is to create a digital ecosystem benefiting all of our stakeholders—merchants, consumers, 
employees, communities, and investors—while continuing to drive ethical growth.

The Sezzle Platform connects consumers with merchants via our core proprietary, digital payments platform that instantly extends 
credit at the point-of-sale. Our core product is differentiated from traditional lenders through our credit-and-capital-light approach, and 
we believe that it is mutually beneficial for our merchants and consumers given the network effects inherent in our platform. Our core 
product enables consumers to acquire merchandise upfront and spread payments over four equal, interest-free installments over six 
weeks. We realize high repeat usage rates by many of our consumers, with the top 10% of our consumers measured by Underlying 
Merchant Sales (UMS, as defined below) transacting an average of 39 times per year based on the transaction activity during the 
rolling twelve months ended March 31, 2023, although historical transaction activity is not an indication of future results.

Our core product offering is completely free for consumers who pay on time and use a bank account to make their installment 
payments, excluding their first payment; instead, we make most of our revenue by charging our merchants fees in the form of a 
merchant processing fee. We also offer two upgraded versions of the core Sezzle experience: Sezzle Premium and Sezzle Up. Sezzle 
Premium is a paid subscription service for consumers to access large, non-integrated “premium merchants” for a monthly or annual 
fee, in addition to other benefits. Sezzle Up is a credit-building solution for new-to-credit consumers that helps build their credit 
history and promotes credit responsibility. Additionally, we have expanded our product suite to provide consumers with access to a 
long-term installment lending option through partnerships with third-parties.

A critical component of our business model is the ability to effectively manage the repayment risk inherent in allowing consumers to 
pay over time. To that end, a team of Sezzle engineers and risk specialists oversee our proprietary systems, identify transactions with 
elevated risk of fraud, assess the credit risk of the consumer and assign spending limits, and manage the ultimate receipt of funds. 
Further, we believe repayment risk is more limited relative to other traditional forms of unsecured credit because consumers primarily 
settle 25% of the purchase value upfront. Additionally, ongoing user interactions allow us to continuously refine and enhance the 
effectiveness of these platform tools through machine learning.
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Factors Affecting Results of Operations

We have set out below a discussion of the key factors that have affected our financial performance and that are expected to impact our 
performance going forward.

Adoption of the Sezzle Platform

Our ability to profitably scale our business is reliant on adoption of the Sezzle Platform by both consumers and merchants. Changes in 
our Active Merchant and Active Consumer bases (as such terms are defined below) have had, and will continue to have, an impact on 
our results of operations. It is costly for us to recruit (and in some cases retain) Active Merchants. Turnover in our merchant base 
could result in higher than anticipated overhead costs.

We believe that we have built a sustainable, transparent business model in which our success is aligned with the financial success of 
our merchants and consumers. We earn fees from our merchants predominately based on a percentage of the UMS value plus a fixed 
fee per transaction, or a merchant processing fee. We pay our merchants the full transaction value upfront, net of the merchant fees 
owed to us, and assume all costs associated with the consumer payment processing, fraud, and payment default. Merchant processing 
fees comprised approximately 58% and 81% of our total income for the three months ended March 31, 2023 and 2022, respectively. 
This decrease is primarily a result of the introduction of Sezzle Premium and other consumer related fees.

Growth and Diversification of Merchants offered on the Sezzle Platform

We depend on continued relationships with our current merchants or merchant partners and on the acquisition of new merchants to 
maintain and grow our business. As of March 31, 2023, we had 39 thousand Active Merchants on our platform. Our integration into 
scaled e-commerce platforms is expected to give more merchants the opportunity to offer Sezzle as a payment option at checkout, and 
we expect that our partnerships with larger retailers will familiarize more consumers with the Sezzle Platform.

In addition, investment in sales, co-marketing, and offering of competitively priced merchant fee rates and incentives are critical for us 
to onboard and retain merchants, as well as grow utilization of the Sezzle Platform. We currently provide our merchants with a toolkit 
to grow their businesses. Our merchants gain access to our marketing efforts that begin with a launch campaign to introduce new 
brands to Sezzle consumers. We face intense competitive pressure to bring new larger merchants on to our platform. In order to stay 
competitive, we have and may continue to adjust our pricing or offer incentives to larger merchants in order to increase UMS. These 
pricing structures with merchants may include up-front cash payments, fee discounts, rebates, credits, performance-based incentives, 
marketing, and other support payments that impact our revenues and profitability. We expect to continue to incur substantial costs to 
acquire and retain these larger merchants. Certain agreements contain provisions that may require us to make payments to certain 
merchants and are contingent on us and/or the merchants meeting specified criteria, such as achieving implementation benchmarks. If 
we are not able to increase our volumes as predicted, these up-front cash payments, fee discounts, rebates, credits, performance-based 
incentives, marketing, and other support payments with certain merchants will impact our results of operations and financial 
performance.

There is a risk that we may lose merchants for a variety of reasons, including a failure to meet key contractual or commercial 
requirements, or merchants shifting to other service providers, including competitors or in-house offerings. We also face the risk that 
our key partners could become competitors of our business if such partners are able to determine how we have designed and 
implemented our model to provide our services. We continue to prioritize our focus on merchant profitability, which has resulted in a 
slowdown in the growth of our merchant base.
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New Products

Our expanding product suite enables us to further promote our mission of financial empowerment, and the adoption of these products 
by our consumers is expected to drive operating and financial performance. In 2022, we phased-in the introduction of Sezzle Premium, 
a paid subscription service for consumers to access large, non-integrated “premium merchants” for a monthly or annual fee. We 
continue to seek out new partners to adopt our existing products and strategize on new products to complement our platform and core 
products, which we believe will have an impact on continued growth of our business.

Growth of our Consumer Base

To continue to grow our business, we need to maintain and increase our existing Active Consumer base and introduce new consumers 
to our platform. We rely heavily on our merchant base to offer our core product to new consumers at the point of sale for online 
transactions. We continue to provide offerings such as Sezzle Spend, which is a way we can issue rewards to Sezzle accounts for 
various reasons and often involve promotions to new consumers. As of March 31, 2023, we had 2.8 million Active Consumers on the 
platform. We realize high repeat usage rates as a result of our differentiated offering, with the top 10% of our consumers measured by 
UMS transacting 39 times per year based on the transaction activity during the rolling twelve months ended March 31, 2023, although 
historical transaction activity is not an indication of future results.

Managing Credit Risk

A critical component of our business model is the ability to effectively manage the repayment risk inherent in allowing consumers to 
pay over time. To that end, a team of Sezzle engineers and risk specialists oversee our proprietary systems, identify transactions with 
an elevated risk of fraud, assess the credit risk of the consumer and assign spending limits, and manage the ultimate receipt of funds. 
Because consumers primarily settle 25% of the purchase value upfront at the point of sale, we believe repayment risk is more limited 
relative to other traditional forms of unsecured consumer credit. Further, ongoing user interactions allow us to continuously refine and 
enhance the effectiveness of these platform tools through machine learning.

We absorb the costs of all core product credit losses from our consumers. The provision for credit losses is a significant component of 
our operating expenses, and excessive exposure to consumer repayment failure may impact our results of operations. We believe our 
systems and processes are highly effective and allow for predominantly accurate, real-time decisions in connection with the consumer 
transaction approval process. As our consumer base grows, the availability of data on consumer repayment behavior will also better 
optimize our systems and ability to make real-time consumer repayment capability decisions on a go forward basis. Optimizing 
repayment capacity decisions of our current and future consumer base may reduce our provision for credit losses and related charge-
offs by providing optimal limitations on spending power to qualified consumers. During 2022 we began using a third-party collection 
agency in addition to our internal collections process, which further helps us lower our loss rates and manage credit risk.

Maintaining our Capital-Light Strategy

Maintaining our funding strategy and our low cost of capital is important to our ability to grow our business. We have created an 
efficient funding strategy which, in our view, has allowed us to scale our business and drive rapid growth. The speed with which we 
are able to recycle capital due to the short-term nature of our products has a multiplier effect on our committed capital. Our funding 
helps drive our low cost of capital. We primarily rely on revolving credit facilities to fund our receivables over time.
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General Economic Conditions and Regulatory Climate

Our business depends on consumers transacting with merchants, which in turn can be affected by changes in general economic 
conditions. For example, the retail sector is affected by such macro-economic conditions as unemployment, interest rates, consumer 
confidence, economic recessions, downturns or extended periods of uncertainty or volatility, all of which may influence customer 
spending, and suppliers’ and retailers’ focus and investment in outsourcing solutions. This may subsequently impact our ability to 
generate income. Additionally, in weaker economic environments, consumers may have less disposable income to spend and so may 
be less likely to purchase products by utilizing our services and credit losses may increase as a result of consumers’ failure to repay the 
loans originated on the Sezzle Platform. Our industry is also impacted by numerous consumer finance and protection regulations, both 
domestic and international, and the prospects of new regulations, and the cost to comply with such regulations, have an ongoing 
impact on our results of operations and financial performance.

International Operations

We operate in the United States and Canada. We are in the process of winding down operations in India and certain countries in 
Europe, and anticipate to operate solely in the United States and Canada going forward.

Seasonality

We experience seasonality as a result of spending patterns of our Active Consumers. Total income and UMS in the fourth quarter have 
historically been strongest for us, in line with consumer spending habits during the holiday shopping season, which has typically been 
accompanied by increased charge-offs when compared to the prior three quarters. This is most evident in merchant fees as these are 
recognized over the duration of the note with the consumer once the terms of the executed merchant agreement have been fulfilled and 
the merchant successfully confirms the transaction.
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Key Operating Metrics

Underlying Merchant Sales

For the three months 
ended March 31, Change
2023 2022 $ %

(in thousands, except percentages)

Underlying Merchant Sales ("UMS") $ 369,812 $ 450,539 $ (80,727)  (17.9) %

UMS is defined as the total value of sales made by merchants based on the purchase price of each confirmed sale where a consumer 
has selected the Sezzle Platform as the applicable payment option. UMS does not represent revenue earned by us, is not a component 
of our income, nor is included within our financial results prepared in accordance with U.S. GAAP. However, we believe that UMS is 
a useful operating metric to both us and our investors in assessing the volume of transactions that take place on the Sezzle Platform, 
which is an indicator of the success of our merchants and the strength of the Sezzle Platform.

For the three months ended March 31, 2023 and 2022, UMS totaled $369.8 million and $450.5 million, respectively, which was a 
decrease of 17.9%. The decrease for the three months ended March 31, 2023 is a result of our strategic shift to focus on profitability 
over top-line growth, which included tightened credit underwriting and offboarding of unprofitable, low-volume merchants since the 
prior period.

Active Merchants and Active Consumers

As of Change
March 31, 2023 December 31, 2022 # %

(in thousands, except percentages)

Active Merchants  39  42  (3)  (7.6) %
Active Consumers  2,780  2,950  (170)  (5.8) %

Active Merchants is defined as merchants who have had transactions with us in the last twelve months. As of March 31, 2023, we had 
39 thousand Active Merchants, a decrease of 7.6% when compared to the 42 thousand Active Merchants as of December 31, 2022, 
and a decrease of 20.1% when compared to the 49 thousand Active Merchants as of March 31, 2022. There is no minimum required 
number of transactions to meet the Active Merchant criteria, and the decrease in Active Merchants is largely attributed to low-volume 
or unprofitable merchants.

Active Consumers is defined as unique end users who have placed an order with us within the last twelve months. As of March 31, 
2023, we had 2.8 million Active Consumers, a decrease of 5.8% when compared to our 2.9 million Active Consumers as of 
December 31, 2022, and a decrease of 19.7% when compared to the 3.5 million Active Consumers as of March 31, 2022.

The decrease in Active Merchants and Active Consumers is driven by our prioritization of profitability. We tightened credit 
underwriting and offboarded unprofitable, low-volume merchants since the prior period, which resulted in a decrease of these metrics.
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Components of Results of Operations

Total Income

Our total income is classified into two categories: transaction income and income from other services. Transaction income is 
comprised of all income earned from merchants, consumers, and other third-parties that relate to placing and processing orders on the 
Sezzle Platform. This primarily includes merchant processing fees, virtual card interchange income, and consumer related fee income. 
We earn our income primarily from fees paid by merchants in exchange for our payment processing services. These merchant 
processing fees are applied to the underlying sales of consumers passing through our platform and are predominantly based on a 
percentage of the consumer order value plus a fixed fee per transaction. We also earn income on interchange fees through our virtual 
card solution. Virtual card interchange income is recognized at the time a virtual card transaction is processed. Transaction income is 
reduced by direct loan origination fees. Such costs are comprised of costs paid to third-parties to obtain data for underwriting 
consumers which result in a successful transaction. Such costs which result in a declined order are recorded within third-party 
technology and data on the consolidated statements of operations and comprehensive income (loss).

Income from other services includes all other incomes earned from merchants, consumers, and other third-parties not included in 
transaction income. This primarily includes account reactivation fees, reschedule fees, and Sezzle Premium subscription revenue. We 
earn income from consumers in the form of account reactivation fees. These fees are assessed to consumers who fail to make a timely 
payment. Account reactivation fees are applied to principal installments that are delinquent for more than 48 hours (or longer 
depending on the regulations within a specific state jurisdiction) after the scheduled installment payment date. Account reactivation 
fees are recognized at the time the fee is charged to the consumer to the extent they are reasonably collectible by us. We also earn 
income from consumers in the form of reschedule fees. Consumers are allowed to reschedule their initial installment one time without 
incurring a reschedule fee and the principal of a rescheduled payment is not considered to be delinquent. If consumers reschedule a 
payment more than once in the same order cycle they are subject to a reschedule fee. Additionally, we offer our consumers the ability 
to subscribe to Sezzle Premium which, along with other benefits, allows consumers to shop at select large, non-integrated “premium 
merchants” for a monthly or annual fee. Sezzle Premium subscription fees are recognized straight-line over the subscription period. 
We also earn income from other services in the form of merchant gateway fees. Merchant gateway fees are charged to certain low-
volume merchants for access to our Sezzle Platform, consumer base, and merchant store directory. Such fees are recognized at the 
time the fee is charged to merchants to the extent they are reasonably collectible by us.

Personnel

Personnel primarily comprises all wages and salaries paid to employees, contractor payments, employer-paid payroll taxes and 
employee benefits, and equity based compensation.

Transaction Expense

Transaction expense primarily comprises processing fees paid to third parties to process debit, credit and ACH payments received 
from consumers, merchant affiliate program and partnership fees, and consumer communication costs. We incur merchant affiliate 
program and partnership fees when consumers make purchases with merchants who either were referred by another merchant or are 
associated with partner platforms with which we have a contractual agreement. We incur customer communication costs when we 
notify the consumer about the transaction status and upcoming payments. Communications are primarily made via text message 
directly to the consumer.

Third-Party Technology and Data

Third-party technology and data primarily comprises costs related to fraud prevention, other cloud-based computing services, and 
costs of failed loan applications. Underwriting costs incurred that result in successfully originated loans are an element of transaction 
income and recognized as a reduction of the overall income and, therefore, are not included in third-party technology and data.

Marketing, Advertising, and Tradeshows

Marketing, advertising, and tradeshows primarily comprises costs related to marketing, sponsorships, advertising, attending 
tradeshows, promotions, and co-marketing the Sezzle brand with our merchants.
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General and Administrative

General and administrative expenses are primarily comprised of professional fees, implementation incentives with merchants, 
insurance, and travel. Professional fees include legal, compliance, audit, tax, and consulting services to support the growth of our 
company.

Provision for Credit Losses

We maintain an allowance for credit losses at a level necessary to absorb expected credit losses on principal and reschedule fee 
receivables from consumers. The allowance for credit losses is determined based on our current estimate of expected credit losses over 
the remaining contractual term and incorporates evaluations of known and inherent risks in our portfolio, historical credit losses, 
consumer payment trends, estimates of recoveries, current economic conditions, and reasonable and supportable forecasts. We 
regularly assess the adequacy of our allowance for credit losses and adjust the allowance as necessary to reflect changes in the credit 
risk of our notes receivable. Any adjustment to the allowance for credit losses is recognized through the provision for credit losses.

Net Interest Expense

We incur interest expense on a continuous basis as a result of draws on our revolving line of credit to fund consumer notes receivable 
as well as our Merchant Interest Program, whereby merchants may defer their payments owed by us in exchange for interest. The 
interest paid on borrowings under our line of credit are based on SOFR. Interest paid to merchants under the Merchant Interest 
Program is based on a fixed interest rate.

Income Tax Expense

Income tax expense consists of income taxes in various jurisdictions, primarily U.S. Federal and state income taxes, and also the other 
foreign jurisdictions in which we operate. Tax effects of transactions reported in the consolidated financial statements consist of taxes 
currently due. Additionally, we record deferred taxes related primarily to differences between the basis of receivables, property and 
equipment, equity based compensation, and accrued liabilities for financial and income tax reporting. The deferred tax assets and 
liabilities represent the future tax return consequences of those differences, which will either be taxable or deductible when the assets 
and liabilities are recovered or settled. Deferred tax assets are reduced by a valuation allowance when, in the opinion of management, 
it is more likely than not that some portion or all of the deferred tax assets will not be realized. Given our history of losses, a full 
valuation allowance is recorded against our deferred tax assets.

Other Comprehensive (Loss) Income

Other comprehensive (loss) income is comprised of foreign currency translation adjustments.
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Results of Operations

Total Income

For the three months 
ended March 31, Change
2023 2022 $ %

(in thousands, except percentages)

Transaction income $ 25,866 $ 22,864 $ 3,002  13.1 %
Income from other services  8,807  4,770  4,037  84.6 %
Total income $ 34,673 $ 27,634 $ 7,039  25.5 %

Transaction income for the three months ended March 31, 2023 and 2022 totaled $25.9 million and $22.9 million, respectively, which 
was an increase of 13.1%. Within transaction income, merchant processing fees totaled $20.0 million and $22.3 million for the three 
months ended March 31, 2023 and 2022, respectively. Although merchant processing fees decreased slightly period-over-period, they 
improved relative to the period-over-period decrease in UMS due to increases in merchant processing fees through renegotiation or 
offboarding of unprofitable, low-volume merchants. Consumer related fees primarily comprised the rest of the increase in transaction 
income.

Income from other services totaled $8.8 million and $4.8 million for the three months ended March 31, 2023 and 2022, respectively, 
or 25.4% and 17.3% of total income, respectively. The period-over-period increase was primarily driven by Sezzle Premium 
subscription revenue, which launched in June 2022, offset against decreases in consumer account reactivation and reschedule fees. 
Consumer account reactivation fees totaled $2.4 million and $3.5 million for the three months ended March 31, 2023 and 2022, 
respectively. The decrease in reactivation fees was driven by the tightening of our credit underwriting, which resulted in fewer 
consumers becoming delinquent on their orders.

Personnel

For the three months 
ended March 31, Change
2023 2022 $ %

(in thousands, except percentages)

Personnel $ 11,574 $ 16,380 $ (4,806)  (29.3) %

Personnel costs decreased by 29.3% to $11.6 million for the three months ended March 31, 2023, from $16.4 million for the three 
months ended March 31, 2022. Recorded within personnel, equity and incentive–based compensation totaled $2.6 million and $3.7 
million for the three months ended March 31, 2023 and 2022, respectively, which was a 29.1% decrease. The decrease in personnel 
costs was a result of our reduced headcount during the three months ended March 31, 2023 when compared to the three months ended 
March 31, 2022 as a result of the workforce reduction we undertook in March 2022.
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Transaction Expense

For the three months 
ended March 31, Change
2023 2022 $ %

(in thousands, except percentages)

Payment processing costs $ 6,353 $ 9,328 $ (2,975)  (31.9) %
Affiliate and partner fees  1,245  1,289  (44)  (3.4) %
Other transaction expense  641  1,177  (536)  (45.6) %
Transaction expense $ 8,239 $ 11,794 $ (3,555)  (30.1) %

Transaction expenses were $8.2 million and $11.8 million for the three months ended March 31, 2023 and 2022, respectively.

Payment processing costs were $6.4 million and $9.3 million for the three months ended March 31, 2023 and 2022, respectively. The 
decrease in costs were primarily driven by lower UMS volume in the current period, as well as a larger share of payments using lower-
cost ACH instead of card payments when compared to the three months ended March 31, 2022.

Merchant affiliate program and partnership fees are incurred by us when consumers make purchases with merchants who either were 
referred by another merchant, or are associated with partner platforms with which we have contractual agreements. Such costs were 
$1.2 million and $1.3 million for the three months ended March 31, 2023 and 2022, respectively.

Other costs included in transaction expense were $0.6 million and $1.2 million for the three months ended March 31, 2023 and 2022, 
respectively. Such costs are comprised of consumer communication costs, and consumer and merchant support-related costs. The 
decrease in costs were a result of fewer consumer and merchant support-related costs during the current period.

Third-Party Technology and Data

For the three months 
ended March 31, Change
2023 2022 $ %

(in thousands, except percentages)

Third-party technology and data $ 1,749 $ 2,076 $ (327)  (15.8) %

Third-party technology and data costs totaled $1.7 million and $2.1 million for the three months ended March 31, 2023 and 2022, 
respectively. These expenses primarily include cloud-based infrastructure, fraud prevention, obtaining underwriting data that resulted 
in failed loan applications, and consumer engagement. The decrease in expense was a result of our cost-reduction initiative to offboard 
or downsize non-critical technology platforms where feasible.

Marketing, Advertising, and Tradeshows

For the three months 
ended March 31, Change
2023 2022 $ %

(in thousands, except percentages)

Marketing, advertising, and tradeshows $ 3,199 $ 5,299 $ (2,100)  (39.6) %

Marketing, advertising, and tradeshow costs decreased to $3.2 million for the three months ended March 31, 2023, compared to $5.3 
million for the three months ended March 31, 2022. The decrease in costs were driven by a reduction in contractual obligations to co-
market the Sezzle brand with our enterprise merchants and partners. A decrease in issued Sezzle Spend, promotions, digital 
advertising, and tradeshow attendance costs also contributed to lower expenses in the current period.
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General and Administrative

For the three months 
ended March 31, Change
2023 2022 $ %

(in thousands, except percentages)

General and administrative $ 2,798 $ 7,743 $ (4,945)  (63.9) %

General and administrative expenses are primarily comprised of professional fees, implementation incentives with merchants, 
insurance, and travel. Professional fees include legal, compliance, audit, tax, and consulting services to support our operations and 
initiatives. General and administrative costs decreased to $2.8 million for the three months ended March 31, 2023, compared to $7.7 
million for the three months ended March 31, 2022. The decrease in costs was a result of lower professional fees in the current period. 
During the three months ended March 31, 2022, we incurred $4.4 million of professional fees in connection with our proposed, and 
ultimately terminated, merger with Zip Co, which resulted in higher prior-period costs.

Provision for Credit Losses

For the three months 
ended March 31, Change
2023 2022 $ %

(in thousands, except percentages)

Provision for credit losses $ 1,694 $ 10,466 $ (8,771)  (83.8) %

The total provision for credit losses was $1.7 million for the three months ended March 31, 2023, compared to $10.5 million for the 
three months ended March 31, 2022. As a percentage of total income, the provision for credit losses was 4.9% and 37.9% for the three 
months ended March 31, 2023 and 2022, respectively.

The decrease in credit losses period-over-period was primarily driven by lower UMS as well as tighter credit underwriting and credit 
risk management in place during the three months ended March 31, 2023 relative to the prior comparative period. Further, estimated 
losses on receivables originated in 2022 performed better than expected, resulting in a benefit recognized during the three months 
ended March 31, 2023. Additionally, effective January 1, 2023, we adopted accounting guidance which replaces the incurred loss 
impairment methodology with an expected credit loss methodology and requires consideration of a broader range of reasonable and 
supportable information to determine credit loss estimates, including an estimate for forecasted recoveries. Refer to Note 3 in the 
accompanying Notes to the Consolidated Financial Statements for more information.

Net Interest Expense

For the three months 
ended March 31, Change
2023 2022 $ %

(in thousands, except percentages)

Net interest expense $ 3,377 $ 1,615 $ 1,762  109.1 %

Net interest expense was $3.4 million and $1.6 million for the three months ended March 31, 2023 and 2022, respectively. The 
increase in expense was driven by the terms of our current line of credit agreement, which carries an interest rate of Adjusted SOFR 
plus 11.5% and required a minimum outstanding balance of $75,000,000 during the three months ended March 31, 2023.
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Income Taxes

Income tax expense for the three months ended March 31, 2023 and 2022 was $11,624 and $21,146, respectively. Our effective 
income tax rate for the three months ended March 31, 2023 and 2022 was 0.7% and (0.1)%, respectively. Our effective income tax 
rate was minimal due to a full valuation allowance and is comprised of minimum income taxes owed to state and local jurisdictions. 
Management assesses the available positive and negative evidence to estimate whether sufficient future taxable income will be 
generated to permit use of the existing deferred tax assets. A significant piece of objective negative evidence evaluated was the 
cumulative loss incurred over the three-year period ended December 31, 2022. Such objective evidence limits the ability to consider 
other subjective evidence, such as our projections for future growth. On the basis of this evaluation, a full valuation allowance is 
recorded against our net deferred tax assets as of March 31, 2023 and December 31, 2022.

Other Comprehensive (Loss) Income

We had ($145,808) and $407,986 of foreign currency translation adjustments recorded within other comprehensive (loss) income for 
the three months ended March 31, 2023 and 2022, respectively. Foreign currency translation adjustments are a result of the financial 
statements of our non-U.S. subsidiaries being translated into U.S. dollars in accordance with ASC 830, “Foreign Currency Matters”. 
We expect to record foreign currency translation adjustments in future periods and changes will be dependent on fluctuations in 
foreign currencies of countries in which we have operations.
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Liquidity and Capital Resources

For the three months ended March 31, 2023 and 2022, we had a net income (loss) of $1.7 million and ($28.0) million, respectively. 
We have historically financed our operating and capital needs primarily through private sales of equity, our capital raises on the ASX, 
and our revolving line of credit. As of March 31, 2023, our principal sources of liquidity were cash, cash equivalents, restricted cash, 
the unused borrowing capacity on our line of credit, and certain cash flows from operations.

As of March 31, 2023, we had cash, cash equivalents, and restricted cash of $60.6 million, compared to $69.5 million as of 
December 31, 2022. Our cash and cash equivalents were held primarily for working capital requirements and the continued investment 
in our business. Substantially all of our restricted cash is made available for use within 2-3 business days.

As of March 31, 2023 and December 31, 2022, we had working capital of $73.6 million and $70.9 million, respectively. Additionally, 
as of both March 31, 2023 and December 31, 2022 we had an unused borrowing capacity on our line of credit of $0.5 million.

We believe that our existing cash, cash equivalents, restricted cash, our unused borrowing capacity on our line of credit, and certain 
cash flows from operations will be sufficient to meet our working capital and investment requirements beyond the next 12 months.

Cash Flows

The following table summarizes our cash flows:
For the three months ended March 31, 

2023 2022
Net Cash (Used for) Provided from Operating Activities $ (4,074,737) $ 7,809,340 
Net Cash Used for Investing Activities  (321,253)  (374,169) 
Net Cash Used for Financing Activities  (5,281,051)  (26,202,070) 
Net decrease in cash, cash equivalents, and restricted cash $ (9,677,041) $ (18,766,899) 

Operating Activities

Net cash (used for) provided from operating activities was ($4.1) million and $7.8 million for the three months ended March 31, 2023 
and 2022, respectively. During the three months ended March 31, 2023 and 2022, receipts from consumers totaled $379.9 million and 
$451.1 million, respectively, compared with cash payments to merchants of $354.5 million and $409.2 million, respectively. The net 
cash provided from consumers for the three months ended March 31, 2023 and 2022 was $25.4 million and $42.0 million, 
respectively. Overall, the decrease in net cash provided from consumers is driven by the decrease in UMS. During the three months 
ended March 31, 2023 and 2022, payments to merchants was driven by decreases in the balance of our Merchant Interest Program. To 
encourage participation in the Merchant Interest Program, in March 2022 we increased the annual percentage yield to 5.2%. This was 
offset with cash receipts from consumers, which was driven by seasonality and the collection of consumer payments related to last 
quarters’ orders.

During the three months ended March 31, 2023 we also incurred cash outflows of $8.1 million for personnel-related costs (including 
research and development labor costs), $9.4 million for transaction expenses (primarily payment processing costs), $4.3 million for 
advertising, marketing and tradeshow related expenses, $3.6 million of interest expense payments, and $4.1 million of cash outflows 
for third-party technology and other general and administrative expenses.

In comparison, during the three months ended March 31, 2022 we incurred cash outflows of $12.2 million for personnel related 
expenses, $12.4 million for transaction expenses (primarily payment processing costs), $4.3 million for advertising, marketing and 
tradeshow related expenses, $1.6 million of interest expense payments, and $3.7 million of cash outflows for third-party technology 
and data, along with various general and administrative expenses.

Table of Contents

28



Investing Activities

Net cash used for investing activities during the three months ended March 31, 2023 and 2022 was $0.3 million and $0.4 million, 
respectively. Cash outflows for investing activities were primarily used for purchasing computer equipment, as well as payments of 
salaries to employees who create capitalized internal-use software.

Financing Activities

Net cash used for financing activities during the three months ended March 31, 2023 and 2022 was $5.3 million and $26.2 million, 
respectively. Significant financing cash outflows during the three months ended March 31, 2023 included net payments to our line of 
credit totaling $5.2 million and payments of debt issuance costs totaling $0.1 million.

Line of Credit

Refer to Note 6. Line of Credit on the accompanying Notes to our Consolidated Financial Statements for discussion about our line of 
credit.

Merchant Contract Obligations

Refer to Note 7. Commitments and Contingencies on the accompanying Notes to our Consolidated Financial Statements for discussion 
about our merchant contract obligations.
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Critical Accounting Policies and Estimates

The discussion and analysis of our financial condition and results of operations are based on our consolidated financial statements, 
which have been prepared in accordance with accounting principles generally accepted in the United States. These principles require 
us to make certain estimates and judgments that affect the amounts reported in our consolidated financial statements. We base our 
estimates on historical experience and on various other assumptions that management believes to be reasonable. Our actual results 
may differ materially from our estimates because of certain accounting policies requiring significant judgment. To the extent that there 
are material differences between our estimates and actual results, our future consolidated financial statements will be affected.

We evaluate our significant estimates on an ongoing basis, including, but not limited to, estimates related to our allowance for credit 
losses, equity based compensation, and income taxes. We believe these estimates have the greatest risk of affecting our consolidated 
financial statements; therefore, we consider these to be our critical accounting policies and estimates.

Receivables and Credit Policy

Our notes receivable represents amounts due from consumers for outstanding principal and reschedule fees on installment payment 
plans made on our platform. Consumers installment payment plans are interest-free, and typically consist of four installments, with the 
first payment made at the time of purchase and subsequent payments coming due every two weeks thereafter. Our notes receivable are 
generally due within 42 days.

We classify all of our notes receivable as held for investment, as we have the intent and ability to hold these investments for the 
foreseeable future or until maturity or payoff. Since our portfolio is comprised of one product segment, point-of-sale unsecured 
installment loans, we evaluate our notes receivable as a single, homogenous portfolio and make merchant-specific or other 
adjustments as necessary. Our notes receivable are reported at amortized costs, which includes unpaid principal and reschedule fee 
balances, adjusted for unearned transaction income, direct loan origination costs, and charge-offs. The amortized cost is adjusted for 
the allowance for credit losses within notes receivable, net.

Our notes receivable are considered past due when the principal has not been received within one calendar day of when they are due in 
accordance with the agreed upon contractual terms. Any amounts delinquent after 90 days are charged-off with an offsetting reversal 
to the allowance for credit losses through the provision for credit losses on our consolidated statements of operations and 
comprehensive income (loss). Additionally, amounts identified as no longer collectible—such as when a consumer becomes deceased 
or bankrupt—are charged-off immediately. Principal payments recovered after 90 days are recognized as a reduction to the allowance 
for credit losses in the period the receivable is recovered.

We maintain an allowance for credit losses at a level necessary to absorb expected credit losses on principal and reschedule fee 
receivables from consumers. The allowance for credit losses is determined based on our current estimate of expected credit losses over 
the remaining contractual term and incorporates evaluations of known and inherent risks in our portfolio, historical credit losses, 
consumer payment trends, estimates of recoveries, current economic conditions, and reasonable and supportable forecasts. We 
regularly assess the adequacy of our allowance for credit losses and adjust the allowance as necessary to reflect changes in the credit 
risk of our notes receivable. Any adjustment to the allowance for credit losses is recognized in net income (loss) through the provision 
for credit losses on our consolidated statements of operations and comprehensive income (loss). While we believe our allowance for 
credit losses is appropriate based on the information available, actual losses could differ from the estimate.

Equity Based Compensation

We maintain stock compensation plans that offer incentives in the form of stock options and restricted stock to employees, directors, 
and advisors of the Company. Equity based compensation expense reflects the fair value of awards measured at the grant date and 
recognized over the relevant vesting period. We estimate the fair value of stock options without a market condition on the 
measurement date using the Black-Scholes valuation model. The fair value of stock options with a market condition is estimated, at 
the date of grant, using the Monte Carlo Simulation model. The Black-Scholes and Monte Carlo Simulation models incorporate 
assumptions about stock price volatility, the expected life of the options, risk-free interest rate, and dividend yield. For valuing our 
stock option grants, significant judgment is required for determining the expected volatility of our shares of common stock and is 
based on the historical volatility of both its shares of common stock and its defined peer group. The fair value of restricted stock 
awards and restricted stock units that vest based on service conditions is based on the fair market value of our shares of common stock 
on the date of grant. The expense associated with equity based compensation is recognized over the requisite service period using the 
straight-line method. We issue new shares of common stock upon the exercise of stock options and vesting of restricted stock units.
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Income Taxes

Income taxes are provided for the tax effects of transactions reported in the consolidated financial statements and consist of taxes 
currently due plus deferred taxes related primarily to differences between the basis of receivables, property and equipment, and 
accrued liabilities for financial and income tax reporting. The deferred tax assets and liabilities represent the future tax return 
consequences of those differences, which will either be taxable or deductible when the assets and liabilities are recovered or settled. 
Deferred tax assets are reduced by a valuation allowance when, in the opinion of management, it is more likely than not that some 
portion or all of the deferred tax assets will not be realized. A full valuation allowance is recorded against our deferred tax assets. 

We evaluate our tax positions that have been taken or are expected to be taken on income tax returns to determine if an accrual is 
necessary for uncertain tax positions. To date we have not recorded any liabilities for uncertain tax positions.

New Accounting Pronouncements

Refer to Note 1. Significant Accounting Policies on the accompanying notes to our consolidated financial statements for discussion 
about recent accounting pronouncements.

Off Balance Sheet Arrangements

We do not have any relationships with unconsolidated entities or financial partnerships, such as entities often referred to as structured 
finance or special purpose entities, that would have been established for the purpose of facilitating off balance sheet arrangements (as 
that term is defined in Item 303(a)(4)(ii) of Regulation S-K) or other contractually narrow or limited purposes. As such, we are not 
exposed to any financing, liquidity, market or credit risk that could arise if we had engaged in those types of relationships. We enter 
into guarantees in the ordinary course of business related to the guarantee of our performance and the performance of our subsidiaries.
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ITEM 3.   QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK

We are exposed to market risks during our ordinary course of business. Market risk represents the risk of loss that may impact our 
financial position due to adverse changes in financial market prices, interest rates, and foreign currency exchange rates. Our primary 
risk exposure is the result of fluctuations in interest rates and foreign currency exchange rates.

Interest Rate Risk

Our cash, cash equivalents, and restricted cash are primarily held in checking and savings accounts. The fair value of our cash and 
cash equivalents would not be materially affected by either an increase or decrease in interest rates.

Our line of credit accrues interest at a floating rate based on a formula tied to the U.S. Federal Reserve’s Secured Overnight Financing 
Rate (“SOFR”). A hypothetical 10% increase or decrease in SOFR throughout the three months ended March 31, 2023 would not have 
a material effect on our interest expense.

Foreign Currency Risk

During the ordinary course of business, we enter into transactions denominated in foreign currencies. We have experienced and will 
continue to experience fluctuations in our net income as a result of transaction gains or losses related to revaluing monetary assets and 
liabilities that are denominated in currencies other than the functional currency of the entities in which they are recorded. If a 
hypothetical 10% foreign currency exchange rate change was applied to total monetary assets and liabilities denominated in currencies 
other than the functional currency of the entities in which they were recorded at the balance sheet date, it would not have a material 
impact on our financial results. At this time, we have not entered into derivatives or other financial instrument transactions in an 
attempt to hedge our foreign currency exchange risk due to its immaterial nature. In the future, we may enter into such transactions 
should our exposure become more substantial.

We are also subject to foreign currency exchange risk related to translation, as a number of our subsidiaries have functional currencies 
other than the U.S. Dollar. Translation from these foreign currencies to the U.S. Dollar is performed for balance sheet accounts using 
exchange rates in effect at the balance sheet date and for revenue and expense accounts using an average exchange rate for the period. 
Resulting translation adjustments are reported as a component of accumulated other comprehensive income on the consolidated 
balance sheets. A hypothetical 10% change in our subsidiaries’ functional currencies against the U.S. Dollar during the three months 
ended March 31, 2023 would result in a foreign currency translation adjustment of approximately $1.8 million.
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ITEM 4.   CONTROLS AND PROCEDURES

Disclosure Controls and Procedures

As of March 31, 2023, Sezzle conducted an evaluation, under supervision and with the participation of management, including the 
Chief Executive Officer and Chief Financial Officer, of the effectiveness of the design and operation of our disclosure controls and 
procedures pursuant to Rules 13a-15 and 15d-15 of the Securities Exchange Act of 1934, as amended (Exchange Act).

Based upon that evaluation, our chief executive officer and chief financial officer concluded that our disclosure controls and 
procedures are effective at a reasonable assurance level. Disclosure controls and procedures are defined by Rules 13a-15(e) and 
15d-15(e) of the Exchange Act as controls and other procedures that are designed to ensure that information required to be disclosed 
by us in reports filed with the SEC under the Exchange Act is recorded, processed, summarized, and reported within the time periods 
specified in the SEC’s rules and forms. Disclosure controls and procedures include, without limitation, controls and procedures 
designed to ensure that information required to be disclosed by us in reports filed under the Exchange Act is accumulated and 
communicated to our management, including our principal executive and principal financial officers, or persons performing similar 
functions, as appropriate, to allow timely decisions regarding required disclosure.

Changes in Internal Control Over Financial Reporting

During the three months ended March 31, 2023, no changes in our internal control over financial reporting materially affected, or is 
reasonably likely to materially affect, our internal control over financial reporting.
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PART II. OTHER INFORMATION

ITEM 1.   LEGAL PROCEEDINGS

In the normal course of business, we are involved in various lawsuits and claims, including consumer, intellectual property, 
employment claims, and administrative proceedings. While the outcome of these matters cannot be predicted with certainty, we do not 
believe that the outcome of any of these matters, individually or in the aggregate, will have a material adverse effect on our 
consolidated balance sheets, operations and comprehensive income (loss), or cash flows.

ITEM 1A.   RISK FACTORS

There have been no material changes to the risk factors described in Part I, Item 1A, Risk Factors of our Annual Report on Form 10-K 
for the year ended December 31, 2022.

ITEM 2.   UNREGISTERED SALES OF EQUITY SECURITIES AND USE OF PROCEEDS

Throughout the three months ended March 31, 2023, we repurchased shares from employees to cover minimum statutory tax 
obligations owed for vested restricted stock units issued under our equity incentive plans. The table below presents information with 
respect to common stock purchases made by us during the three months ended March 31, 2023, as follows:

Period

Total Number 
of Shares  

Purchased(1)(2)

Average 
Price Paid 

per Share(2)

Total Number of Shares 
Purchased as Part of 
Publicly Announced 

Programs

Dollar Value of Shares 
that May Yet Be 

Purchased Under Publicly 
Announced Programs

January 1, 2023 through January 31, 2023  38,163 $ 0.41  — $ — 
February 1, 2023 through February 28, 2023  17,320  0.43  —  — 
March 1, 2023 through March 31, 2023  17,210  0.41  —  — 
Total  72,693 $ 0.41  — $ — 

(1) All 72,693 shares were surrendered to satisfy minimum statutory tax obligations under our equity incentive plans.
(2) Effective May 11, 2023, we performed a 1-for-38 reverse stock split. Number of shares purchased and average price paid per share on a post split basis for 

the periods January 1, 2023 through January 31, 2023, February 1, 2023 through February 28, 2023, and March 1, 2023 through March 31, 2023 were 1,004 
at an average price per share of $15.50, 456 at an average price per share of $16.23, and 505 at an average price per share of $15.51, respectively. Total 
shares repurchased for the three months ended March 31, 2023 on a post split basis were 1,965, at an average price paid per share of $15.67.

ITEM 3.   DEFAULTS UPON SENIOR SECURITIES

None.

ITEM 4.   MINE SAFETY DISCLOSURES

Not applicable.

ITEM 5.   OTHER INFORMATION

None.
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ITEM 6.   EXHIBITS

3.1 Fourth Amended and Restated Certificate of Incorporation 10-12G/A 000-56267 10/25/21
3.2 Third Amended and Restated Bylaws 10-12G/A 000-56267 10/25/21
4.1 Description of Capital Stock 10-K 000-56267 3/30/22
21.1 Subsidiaries of Registrant 10-K 000-56267 2/28/23
31.1 Certification of the Chief Executive Officer Pursuant to Section 

302 of the Sarbanes-Oxley Act of 2002
X

31.2 Certification of the Chief Financial Officer Pursuant to Section 302 
of the Sarbanes-Oxley Act of 2002

X
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SIGNATURE

Pursuant to the requirements 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.

SEZZLE INC.

Dated: May 15, 2023 By: /s/ Charles Youakim
Charles Youakim
Chief Executive Officer
(Principal Executive Officer)

By: /s/ Karen Hartje
Karen Hartje
Chief Financial Officer
(Principal Financial Officer)
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CERTIFICATION OF THE CHIEF EXECUTIVE OFFICER
PURSUANT TO SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002

Certifications

I, Charles Youakim, certify that:

1. I have reviewed this Quarterly Report on Form 10-Q of Sezzle Inc.;
2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact 

necessary to make the statements made, in light of the circumstances under which such statements were made, not misleading 
with respect to the period covered by this report;

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

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

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

b. [paragraph omitted in accordance with Exchange Act Rule 13a-14(a)]
c. evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our 

conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the period covered by 
this report based on such evaluation; and

d. disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during 
the registrant’s most recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that 
has materially affected, or is reasonably likely to materially affect, the registrant’s internal control over financial 
reporting; and

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

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

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

Date: May 15, 2023

/s/ Charles Youakim
Charles Youakim
Chairman and Principal Executive Officer

Exhibit 31.1



CERTIFICATION OF THE CHIEF FINANCIAL OFFICER
PURSUANT TO SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002

Certifications

I, Karen Hartje, certify that:

1. I have reviewed this Quarterly Report on Form 10-Q of Sezzle Inc.;
2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact 

necessary to make the statements made, in light of the circumstances under which such statements were made, not misleading 
with respect to the period covered by this report;

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

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

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

b. [paragraph omitted in accordance with Exchange Act Rule 13a-14(a)]
c. evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our 

conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the period covered by 
this report based on such evaluation; and

d. disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during 
the registrant’s most recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that 
has materially affected, or is reasonably likely to materially affect, the registrant’s internal control over financial 
reporting; and

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

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

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

Date: May 15, 2023

/s/ Karen Hartje
Karen Hartje
Principal Financial Officer

Exhibit 31.2



CERTIFICATION OF THE CHIEF EXECUTIVE OFFICER
AS ADOPTED PURSUANT TO 18 U.S.C. SECTION 1350
PURSUANT TO SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Quarterly Report on Form 10-Q of Sezzle Inc., a Delaware corporation (“the Company”), for the quarter ended 
March 31, 2023, as filed with the Securities and Exchange Commission on the date hereof (“the Report”), the undersigned officer of 
the Company certifies pursuant to 18 U.S.C. Section 1350, pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, that, to the 
officer's knowledge:

1. the Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934; and
2. the information contained in the Report fairly presents, in all material respects, the financial condition and results of 

operations of the Company.

A signed original of this written statement required by Section 906 has been provided to the Company and will be retained by the 
Company and furnished to the Securities and Exchange Commission or its staff upon request.

Date: May 15, 2023

/s/ Charles Youakim
Charles Youakim
Chairman and Principal Executive Officer

Exhibit 32.1



CERTIFICATION OF THE CHIEF FINANCIAL OFFICER
AS ADOPTED PURSUANT TO 18 U.S.C. SECTION 1350
PURSUANT TO SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Quarterly Report on Form 10-Q of Sezzle Inc., a Delaware corporation (“the Company”), for the quarter ended 
March 31, 2023, as filed with the Securities and Exchange Commission on the date hereof (“the Report”), the undersigned officer of 
the Company certifies pursuant to 18 U.S.C. Section 1350, pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, that, to the 
officer's knowledge:

1. the Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934; and
2. the information contained in the Report fairly presents, in all material respects, the financial condition and results of 

operations of the Company.

A signed original of this written statement required by Section 906 has been provided to the Company and will be retained by the 
Company and furnished to the Securities and Exchange Commission or its staff upon request.

Date: May 15, 2023

/s/ Karen Hartje
Karen Hartje
Principal Financial Officer

Exhibit 32.2
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