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MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS 

OF OPERATIONS 

Third Quarter Ended September 30, 2023 

November 7, 2023 

The following management’s discussion and analysis (“MD&A”) provides information concerning the 

consolidated financial condition and results of operations of Propel Holdings Inc. (“Propel”, the “Company”, 

“we”, “our” or “us”). This MD&A should be read in conjunction with our unaudited interim consolidated 

financial statements together with the notes thereto dated as at September 30, 2023. This MD&A is dated as 

of November 7, 2023 and is current to this date unless otherwise stated. The financial information presented 

in this MD&A is derived from the Company’s unaudited interim consolidated financial statements and the 

related notes thereto described above, all of which have been prepared in accordance with International 

Financial Reporting Standards (“IFRS”) as issued by the International Accounting Standards Board 

(“IASB”). All amounts are in United States dollars except where otherwise indicated. 

Forward-Looking Information 

Certain statements made in this MD&A may constitute forward-looking information under applicable 

securities laws. These statements may relate to our expected future growth, our updated 2023 operating and 

financial targets for Ending Combined Loan and Advance Balances1 year over year growth, revenue, Adjusted 

EBITDA Margin1, Net Income Margin and Adjusted Net Income1 along with our underlying assumptions 

related thereto, the recent launch of the Pathward program and our Canadian business and the resulting impact 

on our financial performance in 2023 and 2024, our expansion into new geographies in both the US and 

Canada, our ability to achieve scale in variable pricing and graduation programs and the resulting growth in 

loans and advances receivable and Ending Combined Loan and Advance Balances1, the short term and long 

term impact of the Company’s portfolio growth, our future underwriting practices, the increase in our salaries, 

wages, benefits and administrative expenses as a result of supporting continued business development and 

growth, the expected growth in future revenues over upcoming periods, the expected changes in Annualized 

Revenue Yield1 and future Net Charge-Off1 rates as a result of the expansion of our facilitation of lower cost 

products and enhanced underwriting, our expectation for future loan loss provisions and other liabilities going 

forward, the anticipated reduction in the cost of credit of products offered through our platform and lower 

default rates resulting from the growth in new products, the impact of inflation and the overall macroeconomic 

environment on Net Charge-Offs1 and profitability, expected future interest rates, the resiliency of our target 

consumers and expected future consumer demand for credit, the expansion and enhancement of margins, 

allowance for credit losses, and future changes in accounting policy. Such statements are based on 

management’s reasonable assumptions and beliefs in light of the information currently available to us and are 

made as of the date of this MD&A. However, we do not undertake to update any such forward-looking 

information whether as a result of new information, future events or otherwise, except as required under 

applicable securities laws in Canada. Actual results and the timing of events may differ materially from those 

anticipated in the forward-looking information as a result of various factors, including those described in 

“Risks and Uncertainties”. Additional risks and uncertainties are discussed in the Company’s materials filed 

with the Canadian securities regulatory authorities from time to time, including the Company’s annual 

information form dated March 22, 2023 (the “AIF”). These factors are not intended to represent a complete 

list of the factors that could affect us; however, these factors should be considered carefully. A copy of the 

AIF and the Company’s other publicly filed documents can be accessed under the Company’s profile on 

SEDAR+ at www.sedarplus.ca. 

http://www.sedarplus.ca/
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Non-IFRS Financial Measures and Industry Metrics 

This MD&A makes reference to certain non-IFRS financial measures and industry metrics. These 

measures are not recognized measures under IFRS and do not have a standardized meaning prescribed by 

IFRS and are therefore unlikely to be comparable to similar measures presented by other companies. Rather, 

these measures are provided as additional information to complement those IFRS measures by providing 

further understanding of our results of operations from management’s perspective. Accordingly, these 

measures should not be considered in isolation nor as a substitute for analysis of our financial information 

reported under IFRS. The non-IFRS financial measures include “Adjusted EBITDA”, “Adjusted EBITDA 

Margin”, “Adjusted Net Income”, “Adjusted Net Income Margin”, “Adjusted Earnings Per Share”, “Average 

Combined Loan and Advance Balances”, “EBITDA”, “EBITDA Margin”, “Ending Combined Loan and 

Advance Balances”, “Net Charge-Offs”, and “Net Charge-Offs as a Percentage of Average Combined Loan 

and Advance Balances”. This MD&A also makes reference to industry metrics that are considered 

supplementary measures under applicable securities laws. These industry metrics include “Annualized 

Revenue Yield”, “Average New Customer Loan Amount”, “Cost Per Funded Origination” and “Total 

Originations Funded.” See “Key Components of Results of Operations” in this MD&A for definitions of such 

non-IFRS financial measures and industry metrics. 

For a reconciliation of the non-IFRS financial measures referenced herein, please see “Reconciliation of 

Non-IFRS Financial Measures” in this MD&A. 

These non-IFRS financial measures and industry metrics are used to provide investors with supplemental 

measures of our operating performance and thus highlight trends in our core business that may not otherwise 

be apparent when relying solely on IFRS measures. We believe that securities analysts, investors and other 

interested parties frequently use non-IFRS financial measures and industry metrics in the evaluation of issuers. 

The Company’s management also uses non-IFRS financial measures and industry metrics in order to facilitate 

operating performance comparisons from period to period, to prepare annual operating budgets and forecasts, 

and to determine components of management and executive compensation. The key performance indicators 

used by the Company may be calculated in a manner different than similar key performance indicators used 

by other similar companies. 

Business Overview 

Propel is the fintech company building a new world of financial opportunity for consumers, partners, and 

investors. We do this by facilitating access to credit for millions of American and Canadian consumers 

underserved by traditional financial institutions. Through our artificial intelligence (“AI”)-powered 

technology platform, Propel evaluates consumers in a more comprehensive way than traditional credit scores 

can. The result is the ability to offer better products  to an expanded credit market for consumers while creating 

sustainable, profitable growth for Propel. We operate under Fora CreditTM in Canada, CreditFreshTM and 

MoneyKeyTM in the US and our recently launched Lending-as-a-Service (LaaS) product line. 

We are constantly driving towards our core mission built on 3 pillars: inclusion, evolution and experience 

– based on the principles that every individual deserves access to credit, that consumers should be able to 

evolve to better products over time, and that they deserve a best-in-class experience.  

Generally, the MoneyKey brand serves consumers with a higher credit risk profile than the CreditFresh 

brand in the US. The two types of credit products currently available through the Propel platform are: 

• Installment Loans — six- to twelve-month fixed term, fully amortizing loans with a fixed repayment 

schedule; and 

• Lines of Credit — open-ended lines of credit that provide consumers the flexibility to draw cash 

advances and repay any amount up to their available credit with a minimum payment due each period. 
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The terms and conditions of the credit products vary depending on the jurisdiction in which they are 

offered and the program through which they are offered. Credit products facilitated through the Propel 

platform are intended to be simple, transparent and easy to understand. The cost of the product and other 

important terms and product details are presented to the consumer upfront and in plain language. There are 

no surprise fees, origination fees, late fees or prepayment penalties for any of the products offered through 

our platform.  

In the US, the MoneyKey direct lending program and CreditFresh Bank Programs are supported by 

two distinct revolving credit facilities. Such credit facilities collectively provided for up to $270 million of 

borrowing capacity at any time as of September 30, 2023. In addition, in Canada, the Fora Credit (“Fora”) 

direct lending program is supported by a revolving credit facility that provides for up to approximately C$26 

million of borrowing capacity at any time. For further detail around working capital, liquidity, and debt 

financing, see “Liquidity and Capital Resources — Credit Facilities” in this MD&A. 

On November 21, 2022, Propel announced that it had entered the Canadian market with its new brand, 

Fora. In line with Propel’s mission of credit inclusion, Fora was created to provide Canadians with access to 

a fair, transparent and flexible credit solution. Leveraging Propel’s existing flexible, scalable technology 

infrastructure and capabilities in AI and machine learning, Fora enables consumers to apply online for 

personal lines of credit through a seamless digital experience backed by extraordinary customer service. Fora 

is available in Alberta, British Columbia, New Brunswick, Newfoundland and Labrador, Nova Scotia, 

Ontario and Saskatchewan. Propel expects to roll out the product to additional provinces across Canada over 

the next several quarters. On March 28, 2023, the Canadian federal government announced its 2023 budget 

which included the intention to introduce legislation to lower the maximum allowable rate of interest to 35% 

APR. Although timing remains uncertain, management does not believe that a reduction in the maximum 

allowable rate of interest will have an impact on the Company’s near-term plans in Canada or its 2023 

consolidated financial results (see “Update on the Government of Canada’s Federal Budget Announcement” 

below for further discussion).  

On June 20, 2023, Propel announced that it had officially launched its five-year agreement to operate as 

the primary  LaaS partner for Pathward, N.A. (“Pathward”). Powered by Propel’s industry-leading, 

proprietary fintech platform, Pathward provides a sub-36% APR line of credit through its partner network. In 

line with Propel and Pathward’s shared mission of financial inclusion, these credit products are offered 

through a seamless online integration into the Propel platform. In this capacity, Propel provides white labelled 

technology and service solutions for Pathward’s consumer lending capabilities, with Propel earning fee 

income for customer acquisition services, loan management software, licensing of proprietary AI-powered 

risk and response scores and credit servicing capabilities. The credit product is offered by Pathward and is 

distinct from the products offered under the MoneyKey, CreditFresh, and Fora programs through the Propel 

platform. The Pathward partnership is also distinct from the other products offered in that i) a proportion of 

customers are sourced through Pathward’s existing partner distribution channels and ii) the lines of credit 

originated by Pathward are acquired and held by third party financial institutions through forward flow 

arrangements. This partnership accelerates Propel’s strategic plan to expand and diversify its current product 

and service offerings and geographic reach as an adjacent business to its established business lines leveraging 

its proven core competencies and technology assets.  

Summary of Factors Affecting Our Performance 

We believe that our performance and future success depends on a number of factors that present 

significant opportunities for us. These factors are also subject to a number of inherent risks and challenges, 

some of which are discussed below and in the “Risk Factors” section of the AIF. 

Our ability to continue to grow the business and generate improvements in the financial performance 

depends on our ability to execute on our three-pronged strategy of: (i) continuing to generate strong and stable 

revenue growth by facilitating additional credit to new, existing, and returning customers; (ii) improving credit 

performance through continuously enhancing our AI-powered, Bank Partner approved, underwriting 

capabilities; and (iii) driving operating cost efficiencies across our platform by increasing automation and 

online customer self-service capabilities, and managing our key operating costs such as customer acquisition, 
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personnel, and our cost of credit. 

Origination Growth 

A key pillar of our Company mission is “credit inclusion” – we aim to enable access to credit for 

consumers underserved by traditional financial institutions. As a credit and services provider, our ability to 

generate strong, stable revenue growth and profitability depends on our ability to grow our loan and advance 

balances, while maintaining target loan losses. 

The loan portfolio, which is comprised of loan and advance balances, grows through a combination of 

attracting new customers (for us and our Bank Partners) and by retaining and continuing to provide credit to 

existing customers. A growing, diversified suite of credit products is available through our platform and across 

our three brands. The diversified suite of products facilitated through our platform, coupled with our robust 

servicing capabilities allows us to maintain high customer retention rates for us and our Bank Partners. The 

potential for us and our Bank Partners to develop new credit products or services and/or enter into new 

jurisdictions, coupled with the consistent transition in our industry from brick and mortar to online services, 

is expected to allow us to further grow the loan portfolio. 

Our ability to access debt capital on attractive terms is critical to our ability to make or facilitate loans, 

grow our receivables and grow our business. We have long-term relationships with many of our debt capital 

partners and have attractive economic terms that underpin our ability to grow loan and advance balances 

profitably. Furthermore, we continue developing relationships with prospective new debt partners who may 

ultimately provide additional debt capital to the business in the future, as required. 

Certain credit products facilitated through our platform are offered by our state-chartered, FDIC insured 

Bank Partners and federally regulated LaaS partner. We plan on deepening our relationships with our existing 

Bank and LaaS Partners and developing new relationships with other banks as we diversify the suite of 

products and services available through the Propel platform and enter new markets. 

Together with our partners, we currently (as of the date of this MD&A) operate in 38 states across the 

US, including those states serviced through the recently launched Pathward LaaS partnership, and 7 provinces 

in Canada. We plan on entering new geographies in both the US and Canada either through our direct lending 

model, in combination with our existing Bank Partners, through the Pathward LaaS partnership, or through 

potential new partnerships.  

In order to be served effectively, the consumers that we and our Bank Partners work with require a deeper 

level of credit adjudication which looks beyond traditional credit scores and sources. Thus, growing 

originations is dependent on our diverse and innovative partnerships and our sophisticated technology 

integrations with numerous data providers to obtain numerous inputs, including alternative credit bureau data 

and income and employment data. 

Continuing to develop new, and enhancing existing relationships with marketing partners, enables us to 

fulfill on our multichannel, diversified marketing strategy which helps drive growth and increases access to 

consumer markets, geographically and across the credit spectrum. 

Improving Credit Performance 

Coupled with maintaining a growing loan portfolio, our business is dependent on ensuring that loan losses 

remain low and within a target range to ensure profitability. We have developed and operate a proprietary AI, 

machine learning underwriting technology, which is approved by our Bank Partners, focused on improving 

and optimizing our real-time loan decision-making to ensure that we are effective in evaluating a consumer’s 

creditworthiness when factoring in thousands of applicant specific attributes as well as current 

macroeconomic and credit market conditions. Maintaining and improving target loan loss rates is critical to 

the business’ profitability and to the continued growth of our loan and advance balances. 
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Cost Efficiencies 

Our main variable costs are those related to loan and advance originations, which consist primarily of 

marketing costs, acquisition costs, and data costs related to underwriting. Our ability to achieve target cost 

efficiencies on each funded origination dollar is based on managing marketing costs through innovative 

partnerships and marketing strategies, managing our data costs by effectively leveraging products and data from 

our data providers, as well as increasing customer retention and scaling our business. In addition to acquiring 

new customers, we also focus on retaining existing customers on the Propel platform, generally at a 

significantly lower cost than acquiring new customers. 

Apart from customer acquisition costs, operating costs are an important factor in our profitability. As we 

grow our business, we expect to generate further meaningful operating cost efficiencies relating to salaries and 

overhead costs, as well as processing costs connected with the funding and servicing of loans originated and 

serviced through our proprietary technology platform. 

Seasonality 

Typically, a higher proportion of loan and advance balance growth is generated during the second half of 

the year (with the three-months ending December 31 (“Q4”) having strongest demand), which includes back-

to-school and holiday seasons where the need for disposable income generally increases. Conversely, we tend 

to see higher rates of repayment of credit products coupled with lower rates of default in the first three months 

of the year ending March 31 (“Q1”), particularly in late February and into March when consumers receive their 

tax refunds. This, when coupled with the lower post-holiday demand, typically results in more disposable 

income. As a result, in a normalized economic environment, our Ending Combined Loan and Advance 

Balances1 experience their highest rate of growth and hit their high point near the end of the year while 

experiencing their lowest rate of growth over the course of Q1. Revenues, which are generated from these 

outstanding balances, therefore tend to be highest in Q4 and margins tend to be highest in the first half of the 

year assuming a normal and steady-state business environment with normal seasonal patterns.  

                    

Note: 

1. See “Non-IFRS Financial Measures and Industry Metrics”. 

Macroeconomic Environment and Outlook 

Our ability to operate the business and our financial performance are influenced by several 

macroeconomic factors including but not limited to interest rates, inflation and unemployment. After reaching 

a 40-year high, inflation as measured by the consumer price index in both the US and Canada has decreased 

since the beginning of the year. The more normalized inflation was driven in part by the ongoing efforts by 

the Federal Reserve and the Bank of Canada, both of which have increased their respective central bank 

interest rates to approximate 20-year highs since early 2022. Notwithstanding the downward trend in 

CPI/CPE, inflation remains above the target rates as set by the Federal Reserve and the Bank of Canada. As 

a result, we expect interest rates in both countries to remain elevated for the remainder of 2023 and into 2024. 

Our operations may be adversely impacted by higher interest rates and inflation, primarily through higher 

operating costs including more expensive employee compensation and financing costs. Furthermore, elevated 

interest rates may have a negative impact on the overall economy including an increase in the unemployment 

rate (which remains at near historical lows in the US and Canada) as well as cost of living. An increase in the 

unemployment rate, as well as increased cost of credit for other obligations, may reduce consumers’ ability 

to repay outstanding loans. Notwithstanding the decreasing inflation and strong employment levels in both 

the US and Canada, more recently we have observed some contrasts in economic performance for the two 

countries. In Q3 2023, US GDP expanded by a 4.9% annualized rate which represented an increase from 

2.1% in Q2 2023 and the largest gain since Q4 2021. This increase was driven in large part by the growth in 

consumer spending which has shown continued resiliency in light of interest rates and inflation remaining 

elevated. Canada GDP data for the most recent quarter available in Q2 2023 on the other hand declined by a 

0.2% annualized rate. Consumer spending in Q2 2023 experienced its smallest increase since Q2 2021 and 

the slowdown in consumer spending was further demonstrated by a decline in retail sales for August of 0.1%, 

which may indicate that individuals in Canada are experiencing a more challenging macroeconomic 
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environment as compared to the US. In light of the dynamic macroeconomic environment in both the US and 

Canada, we and our Bank Partners took certain actions to mitigate the potential negative impact that 

deteriorating macroeconomic conditions may have on our business, including the tightening of underwriting 

standards on loan originations starting in early 2022. Together with our Bank Partners, we continue to actively 

monitor and assess the economic environment and continue to maintain a conservative underwriting posture.  

In the event the macroeconomy experiences a downturn as a result of sustained elevated interest rates, 

ongoing geopolitical conflicts, amongst other factors, we believe there are several countervailing factors that 

may help to mitigate the negative impact. Firstly, our data shows a meaningful increase in customers’ monthly 

incomes and credit scores on approved applications since early 2022. This is a result of both the tightened 

underwriting approach taken by us and our Bank Partners as well as tightening across the credit supply chain 

driving consumers with higher credit scores and incomes to products offered through the Propel platform. We 

believe the tightening across the credit supply chain has been further exacerbated by the regional banking 

crisis experienced earlier this year in March and April 2023. Secondly, data shows that our and our Bank 

Partners’ target customers historically have demonstrated more resilience than prime borrowers and have 

performed better through recent periods of economic uncertainty. They are experienced at consistently living 

within and managing tighter budgets, are able to quickly adjust their finances as needed, and are able to fill 

lost employment income faster, on balance. Thirdly, we continue to observe strong employment numbers in 

our consumer segment and continued real wage growth, both of which have helped to offset the negative 

impact of the rising inflation previously experienced.  

From a macroeconomic perspective, we and our Bank Partners continued to observe strong demand and 

credit performance in Q3 from Q2. Consistent with our strategy in Q2 2023 and given the strong credit 

performance and quality of the consumer demand we and our Bank Partners are observing, we and our Bank 

Partners continued to originate a higher proportion of new customers through both the CreditFresh and 

MoneyKey brands. The total dollar amount of  new customer originations  was a record for a quarter and also 

represented the highest percentage of Total Originations Funded1 since prior to 2021. The additional volume 

resulted in both record Total Originations Funded1 and meaningful growth in Combined Loan and Advance 

Balances1. While we and our Bank Partners continue to actively monitor and assess the economic environment 

in order to manage the risk of any potential negative pressures on our business, we currently anticipate a 

continued increase in new customer originations in Q4 2023 which is typically the strongest seasonal quarter 

for consumer demand(see “Seasonality” above). 

The higher proportion of new customer originations in Q3 2023 resulted in an increase to our Annualized 

Revenue Yield1 from Q2 2023. New customers typically qualify for higher cost of credit products as 

compared to returning and existing customers, as many of these customers demonstrate an ability and 

propensity to make their loan repayments reliably over a sustained period of time and are often offered and/or 

are graduated to lower cost products by us and our Bank Partners, as compared to new customers. However, 

consistent with what we have observed in recent quarters, the customers seeking credit products through the 

Propel platform continue to exhibit higher credit scores and higher incomes. As we and our Bank Partners 

plan on originating more volume from new customers as compared to recent quarters, it is possible that the 

Annualized Revenue Yield1 will increase further in Q4 2023, however, we expect the continued maturation 

of the portfolio could offset any potential increases. As such, the business is well positioned to continue 

originating and/or facilitating profitable loans with attractive unit economics to consumers in the target 

market.  

Update on the Government of Canada’s Federal Budget Announcement 

On March 28, 2023, the Canadian federal government announced its proposed 2023 budget which 

included the intention to introduce legislation to lower the maximum allowable rate of interest to 35% APR. 

This measure was further included in Bill C-47, an Act to implement certain provisions of the budget tabled 

in Parliament on March 28, 2023. Bill C-47 received royal assent on June 28, 2023. The Company is actively 

engaged in discussions with the government and industry consultations, and is closely monitoring 

developments. We expect an update on the government’s regulations including the implementation timeline 

and potential exemptions before the end of the year. We continue to believe that without the appropriate 

exemptions to this change, that a blanket reduction to the maximum allowable rate of interest will have a 
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significant adverse impact on the very consumers that the government is trying to protect. Millions of 

underserved Canadians will lose fair access to credit and will instead be forced towards more expensive forms 

of credit including payday loans, overdraft protection and even illegal lending products, or will be unable to 

borrow necessary funds altogether.  

Given Fora’s modest relative contribution to the overall business and the unknown implementation 

timeline, this development will not have an impact to the Company’s 2023 Operating and Financial Targets 

that were disclosed March 22, 2023. While Propel continues to evaluate the impact of this decision beyond 

2023, we do not anticipate that this decision will materially impact the Company’s approach towards 

continuing to roll out Fora and building a meaningful operation in Canada over the long term.  

 

 

Note: 

1. See “Non-IFRS Financial Measures and Industry Metrics”. 
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Financial and operational highlights for Q3 2023 

Comparable metrics relative to Q3 2022 

• Revenue: increased by 39% to $83.2 million in Q3 2023, and increased by 34% to $220.5 million 

for year-to-date through Q3 2023, representing record performance for both periods 

• Adjusted EBITDA1: increased by 113% to $18.7 million in Q3 2023, and increased by 100% to 

$53.9 million for year-to-date through Q3 2023, representing record performance for both periods 

• Net Income: increased by 47% to $6.2 million in Q3 2023, and increased by 91% to $19.3 million 

for year-to-date through Q3 2023, representing record performance for a nine-month period ending 

Q3 

• Adjusted Net Income1: increased by 123% to $8.5 million in Q3 2023, and increased by 86% to 

$25.4 million for year-to-date through Q3 2023, representing record performance for a nine-month 

period ending Q3  

• Diluted EPS: increased by 42% to $0.17 (C$0.22) in Q3 2023, and increased by 86% to $0.53 

(C$0.71) for year-to-date through Q3 2023, representing record performance for a nine-month period 

ending Q3 

• Adjusted Diluted EPS1: increased by 115% to $0.23 (C$0.31) in Q3 2023, and increased by 77% to 

$0.69 (C$0.93) for year-to-date through Q3 2023, representing record performance for a nine-month 

period ending Q3 

• Loans and Advances Receivable: increased by 42% in Q3 2023 to $236.0 million, a record ending 

balance  

• Ending Combined Loan and Advance Balances1: increased by 44% in Q3 2023 to $299.4 million, 

a record ending balance  

• Dividend: paid a Q3 2023 dividend of C$0.10 per common share on September 8, 2023, representing 

a 4.9% dividend yield against Propel’s closing share price on November 7, 2023. 

 

Note: 
1. See “Non-IFRS Financial Measures and Industry Metrics”. 

Key Components of Results of Operations 

The measures below are used by management in assessing our business. We refer to certain measures used 

by management, some of which are not recognized under IFRS. See “Non-IFRS Financial Measures and 

Industry Metrics” in this MD&A. 

Loans and advances receivable 

Loans and advances receivable include the following: (i) all MoneyKey direct lending products including 

Installment Loans and Lines of Credit; (ii) participation interest held in Line of Credit products originated by 

our Bank Partners pursuant to the CreditFresh Bank Program; (iii) Fora direct lending Line of Credit 

product; (iv) Installment Loans that have become delinquent and have been purchased pursuant to the 

guarantee obligation under the MoneyKey credit service organization (“ CSO”) program; (v) Line of Credit 

advances that have defaulted and are purchased from a non-bank financial institution (“NBFI”) pursuant to 

the MoneyKey Bank Program; (vi) fees and interest that have been earned in accordance with our revenue 

recognition policy (See December 31, 2022 consolidated financial statements accounting policy “Significant 

Accounting Policies” in Note 3); (vii) acquisition transaction costs; and (viii) allowances for credit losses that 

are computed by applying the Expected Credit Loss (“ECL”) methodology (see “Critical Accounting Policies 

and Estimates — Loans and advances receivable” in this MD&A). 
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Revenue 

For the MoneyKey and Fora direct lending and CreditFresh Bank Program products, our revenues consist 

of interest and/or fees that are earned from Installment Loans and Lines of Credit originated by Propel and/or 

facilitated through Propel’s lending platform. We also earn CSO fee revenue in conjunction with the MoneyKey 

CSO program in Texas. Under the MoneyKey Bank Service Program, we earn revenues consisting of service 

fees for marketing, analytics, and loan servicing provided to a NBFI who in turn has a partnership with a Utah 

based FDIC-insured state-chartered bank. For the recently launched Pathward LaaS partnership, revenue 

includes fee income for customer acquisition services, loan management software, licensing of proprietary 

AI-powered risk and response scores and loan servicing capabilities earned by Propel through the partnership 

(see “Business Overview” above for further details). All revenues are recognized as they are earned, to the 

extent that it is probable that the economic benefits will flow to the Company.  

Provision for loan losses and other liabilities 

Our provision for loan losses and other liabilities is composed of the following: 

Gross Charge-Offs: Loans and advances receivable are charged-off when they are in default status (Stage 

3) for greater than 60 days, which is generally 90 to 120 days in arrears. The charged-off balance is recognized 

as a component of provision for loan losses and other liabilities under the consolidated statement of operations 

and comprehensive income. During the year ended December 31, 2022, the Company recalibrated its charge-

off timing to better align loan collection and recovery practices, based on a reassessment of collections 

behavior of the portfolio, as well as become more in line with industry practice for other open line of credit 

product companies. (See “Critical Accounting Policies and Estimates — Loans and advances receivable” in 

this MD&A). 

Recoveries on charged-off loans and advances: All amounts collected on charged-off account balances 

are recorded as recoveries. Also included within recoveries are proceeds from the sale of charged-off debt. 

Provision for movements in our allowance for credit losses: The allowance for credit losses is calculated 

by applying an ECL methodology in accordance with IFRS 9 (see “Critical Accounting Policies and Estimates 

— Loans and advances receivable” in this MD&A) against our receivables. Factors used in the calculation 

of the allowance include the probability of default, loss given default, and exposure at default. These factors 

are based on historical performance, quantitative and qualitative adjustments for other relevant risk factors, 

as well as forward-looking indicators, which include the impact of macroeconomic forces. 

Provisions for CSO Guarantee Liability and Bank Service Program Liability: For our MoneyKey CSO 

product, and as part of being a CSO, we are required to guarantee the loans made and owned by the two 

unaffiliated third-party lenders with whom we partner. The provision for financial guarantee represents the 

movement in the CSO guarantee liability that is estimated by management. Such estimate is made by applying 

expected credit loss estimates on the loans owned by the third-party lender. 

Under the MoneyKey Bank Service Program the NBFI that holds participation in the Line of Credit 

advances, originated by their Bank Partner, has the right to sell accounts that default to MoneyKey. The Bank 

Service Program Liability represents management’s estimate of expected losses on accounts that we project to 

purchase. The movement in this liability is included as a component of provision for loan losses and other 

liabilities. 

Other Lending Program Costs: Other costs such as consumer discounts, refunds, and others relating to 

the credit products are included under other lending program costs. 

Acquisition and data expense 

Acquisition expenses include costs incurred to attract consumers through our established marketing 

channels. Such channels include, but are not limited to: lead affiliate partners, online marketplace partners, 

search engine optimization and direct mail initiatives. 
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Data expenses include costs incurred for data and tools that are required as key inputs in the Company’s 

proprietary underwriting machine learning algorithms and process. Our AI and machine learning models, 

which are approved by our Bank Partners, incorporate and use third party data in addition to proprietary data 

as an input for determining the creditworthiness of a potential customer and what they may qualify for. These 

costs include amounts paid to credit bureaus and alternative data providers. 

Together, acquisition and data expenses form the basis of our Cost Per Funded Origination1 metric, which 

helps management assess the efficiency of our marketing and underwriting strategies. We capitalize 

acquisition transaction costs that are incremental and directly attributable to the origination of a Loan or Line 

of Credit advance to loans and advances receivable as per the guidance in IFRS 9, and for customer acquisition 

data costs we capitalize these expenditures to Intangible assets as per the guidance in IAS 38. We recognize 

the acquisition transaction costs over the estimated term of the related credit products and recognize the 

customer acquisition data costs over the estimated useful life of the data. We expense both of these costs to 

acquisition and data expense on the consolidated statement of operations and comprehensive income. See 

December 31, 2022 consolidated financial statements accounting policy “Significant Accounting Policies” in 

Note 3.  

Salaries, wages and benefits 

Salaries, wages and benefits include payroll and other personnel-related expenses. This includes salaries, 

wages, bonuses, stock-based compensation expense, and benefits; all of which are recognized in the period 

that they are incurred. 

A portion of salaries, wages and benefits relating to the development of our technology and proprietary 

lending platform is capitalized as intangible assets in accordance with IAS 38 and recognized over the estimated 

life of those assets. See “Critical Accounting Policies and Estimates – Capitalization of intangible assets” in 

this MD&A 

General and administrative expense 

General and administrative expenses include occupancy (not including rent) and office expenses, legal, 

accounting and professional fees, telecommunications expenses, travel, and general office expenses. All 

expenses are recognized in the period incurred. Furthermore, these include costs associated with being a reporting 

issuer and as such have increased in relation to prior comparable periods where the Company was a private business. 

Processing and technology 

Processing expenses include all costs associated with payment processing for credit products originated 

through our technology platform. This includes automated clearing house processing fees, electronic funds 

transfer fees, card and other payment form processing fees, general banking expenses, and fees paid to our 

Bank Partners. 

Technology expenses include web hosting expenses, as well as any expenses relating to software and 

computer hardware that are expensed as incurred. 

Interest and fees on credit facilities, and lease liabilities 

See “Liquidity and Capital Resources” in this MD&A for a full breakdown and discussion around our 

credit facilities. 

Amortization of internally developed software, right-of-use assets, and depreciation of property and 

equipment  

Amortization of right-of-use assets relates to our lease obligations in accordance with IFRS 16. In 

accordance with IAS 38, we capitalize allowable software development costs and amortize those costs using 

a straight-line method over the estimated useful life of the related intangible assets. Costs associated with 

software development research and post-deployment are expensed as incurred. 
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This expense does not include customer acquisition data costs that are capitalized to intangible assets in 

accordance with IAS 38 (see “Acquisition and data expense” above). We amortize these costs over their 

estimated useful life to acquisition and data expense on the consolidated statement of operations and 

comprehensive income.  

 

Note: 

1. See “Non-IFRS Financial Measures and Industry Metrics”. 

Non-IFRS Financial Measures and Industry Metrics  

Non-IFRS Financial Measures 

Ending Combined Loan and Advance Balances 

Ending Combined Loan and Advance Balances measures the ending balances of all credit products 

originated by Propel and/or facilitated through the Propel platform as at the end of a relevant period. Such 

balances include (i) MoneyKey’s direct lending products; (ii) participation interest held in Line of Credit 

receivables originated by CreditFresh Bank Program partners; (iii) Fora direct lending Line of Credit 

product; (iv) Installment Loans originated and owned by third-party lenders pursuant to the MoneyKey 

CSO product; and (v) participation interest held in receivables purchased by an unaffiliated NBFI 

pursuant to the MoneyKey Bank Service Program. As some credit products facilitated over the Propel 

platform are neither originated nor owned by our brands and thus not recognized as loans and advances 

receivable under IFRS, we believe that this measure provides investors with important information to evaluate 

the magnitude of potential revenue performance. 

Average Combined Loan and Advance Balances 

Average Combined Loan and Advance Balances measures the average outstanding balances of all credit 

products originated by Propel and/or facilitated through the Propel platform over the relevant period. Such 

average balances include (i) MoneyKey’s direct lending products; (ii) participation interest held in Line of 

Credit receivables originated by CreditFresh Bank Program partners; (iii) Fora direct lending Line of Credit 

product; (iv) Installment Loans originated and owned by third-party lenders pursuant to the MoneyKey CSO 

product; and (v) participation interest held in receivables purchased by an unaffiliated NBFI pursuant to the 

MoneyKey Bank Service Program. As some credit products facilitated over the Propel platform are neither 

originated nor owned by our brands and thus not recognized as loans and advances receivable under IFRS, 

we believe that this measure provides investors with important information to evaluate the magnitude of 

potential revenue performance. Starting in Q1 2023, Propel modified the methodology of calculating Average 

Combined Loan and Advance Balances1 by using the average of the beginning and ending balances for a 

given period. This metric was previously calculated by using each of the ending monthly balances for the 

period. Updating the calculation will make the metric comparable to how investors are able to calculate and 

derive it based on the information provided in the MD&A. 

EBITDA 

EBITDA is a supplemental measure used by management and other users of our financial statements 

including shareholders and lenders, to assess the financial performance of our business without regard to 

financing methods or capital structure. For the applicable period, EBITDA equals net income/loss plus (i) 

interest and financing costs, plus (ii) amortization on intangible assets, right-of-use assets, and depreciation 

of property and equipment, plus (iii) income taxes, in each case to the extent deducted from net income in 

such period determined on a consolidated basis in accordance with IFRS. 

EBITDA Margin 

EBITDA Margin equals EBITDA divided by Revenue for the given period. 
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Adjusted EBITDA 

Adjusted EBITDA is a supplemental measure used by management and other users of our financial 

statements that removes the effect of the non-cash forward-looking credit loss provisions that are recorded on 

accounts that are otherwise in good standing with no past-due amounts owed. Under IFRS 9 we are required 

to apply an ECL model where twelve months of estimated losses are booked on loans and advances as soon as 

they are originated while their associated income is recognized over their lifetimes as well as on accounts that 

are in good standing (current or Stage 1 accounts — see “Critical Accounting Policies and Estimates — Loans 

and advances receivable” in this MD&A). These provisions are included in our provision for loan losses and 

other liabilities and management believes that adjusting for them provides investors a more accurate picture of 

the portfolio’s credit performance and the Company’s overall financial results for a given period. 

Furthermore, we deduct, as applicable, certain expenses, costs, charges or benefits incurred in a given 

period which in management’s view are not indicative of continuing operations, including financing 

transaction costs as an example. 

Adjusted EBITDA equals EBITDA plus (i) non-recurring costs (i.e. financing transaction costs); plus 

(ii) provision for loan losses on good standing current principal (Stage 1 — Performing) balances (see 

“Critical Accounting Policies and Estimates — Loans and advances receivable” in this MD&A); plus (iii) 

Provision for CSO Guarantee liabilities and Bank Service Program liabilities. 

Adjusted EBITDA Margin 

 Adjusted EBITDA Margin equals Adjusted EBITDA divided by Revenue for the given period.  

Adjusted Net Income 

Adjusted Net Income is a supplemental measure used by management and other users of our financial 

statements that removes the effect of the non-cash forward-looking credit loss provisions that are recorded on 

accounts that are otherwise in good standing with no past-due amounts owed on an after-tax basis. Under 

IFRS 9 we are required to apply an ECL model where twelve months of estimated losses are booked on loans 

and advances as soon as they are originated while their associated income is recognized over their lifetimes 

as well as on accounts that are in good standing (current or Stage 1 accounts — see “Critical Accounting 

Policies and Estimates — Loans and advances receivable” in this MD&A). These provisions are included in 

our provision for loan losses and other liabilities and management believes that adjusting for them provides 

investors a more accurate picture of the portfolio’s credit performance and the Company’s overall financial 

results for a given period. 

Furthermore, we deduct, as applicable, certain expenses, costs, charges or benefits incurred in a given 

period on an after-tax basis, which in management’s view are not indicative of continuing operations, 

including financing transaction costs as an example. 

Adjusted Net Income equals Net Income plus the after-tax impact of (i) non-recurring costs (i.e. financing 

transaction costs); plus (ii) provision for loan losses on good standing current principal (Stage 1 — 

Performing) balances (see “Critical Accounting Policies and Estimates — Loans and advances receivable” in 

this MD&A); plus (iii) Provision for CSO Guarantee liabilities and Bank Service Program liabilities.  

Adjusted Net Income Margin 

 Adjusted Net Income Margin equals Adjusted Net Income divided by Revenue for the given period.  
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Adjusted Earnings Per Share 

Adjusted Earnings Per Share is a supplemental measure used by management and other users of our 

financial statements that removes the effect of the non-cash forward-looking credit loss provisions that are 

recorded on accounts that are otherwise in good standing with no past-due amounts owed, and certain 

expenses or benefits incurred which in management’s view are not indicative of continuing operations on an 

after-tax basis. Adjusted Earnings Per Share equals Adjusted Net Income divided by the weighted average 

number of shares outstanding for the given period. 

Net Charge-Offs 

Net Charge-Offs represent principal balances of credit products originated or facilitated on our platform 

that are charged off, net of any recoveries. Accounts are charged-off once they exceed 60 days in default status. 

Furthermore, an account enters default after a period of delinquency (having payments in arrears), the duration 

of which is dependent on several factors, but is generally between 30 and 60 days. We believe that the Net 

Charge-Offs methodology provides important information regarding credit quality and performance over a 

specified period. 

Net Charge-Offs as a Percentage of Average Combined Loan and Advance Balances 

Net Charge-Offs as a Percentage of Average Combined Loan and Advance Balances represents the 

amount of Net Charge-Offs we experience in relation to the average outstanding balances during the period 

and is presented on a quarterly basis. 

This non-IFRS financial measure was introduced in Q1 2023 and the Company previously used Net 

Charge-Offs as a Percentage of Revenue and Net Charge-Offs as a Percentage of Total Funded. The Company 

decided to remove Net Charge-Offs as a percentage of Revenue since the Company already presents provision 

for loan losses and other liabilities as a percentage of revenue which effectively provides the user with 

equivalent information.  

Furthermore, management believes that using Net Charge-Offs as a percentage of Total Funded might 

not fully reflect the charge-off performance in the loan portfolio. The Net Charge-Offs experienced for a 

given period are usually not related to the originations in that same period due to the lagging nature of Net 

Charge-Offs. The Net Charge-Offs are largely related to and resulting from prior period originations. In 

addition, in periods where a conservative approach to underwriting is maintained by Propel and its Bank 

Partners and consequently origination volume is relatively low, the denominator for the calculation of Net 

Charge-Offs as a percentage of Total Funded is relatively lower than it otherwise would be which could distort 

the metric for the period. Therefore, evaluating Net Charge-Offs as a percentage of the Average Combined 

Loan and Advance Balances may be more representative of charge-off performance in the portfolio for a 

given period. Lastly, Net Charge-Offs as a percentage of Average Combined Loan and Advance Balances is 

a more commonly used metric by other financial services companies similar to Propel. 

Industry Metrics 

Annualized Revenue Yield 

Annualized Revenue Yield is calculated by dividing the Revenue generated over a specific period by the 

Average Combined Loan and Advance Balances outstanding over the same period and multiplying such 

quotient by an amount necessary to annualize the yield. We believe that, in addition to providing a view on the 

portfolio’s revenue generation, this metric also provides investors a meaningful representation of the Company’s 

mix of products that make up the loan and advance portfolio. 
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Average New Customer Loan Amount 

Average New Customer Loan Amount represents the average amount borrowed by customers for 

Installment Loans and the average first draw down on a customer Line of Credit advance over a specified 

period. Using this metric, investors will be able to view trends on both (i) how much consumers are borrowing; 

and (ii) how loan sizes originated through the Propel platform, that in many cases reflect the type of product 

offered and consumer credit quality, are changing over time. 

Cost Per Funded Origination 

Cost Per Funded Origination represents total acquisition and data expense incurred for each dollar funded 

through Installment Loans and Lines of Credit to new and repeat customers and to existing Line of Credit  

customers via redraws. This metric is the amount of direct costs incurred during a period divided by the total 

dollars funded during that same period. We believe that this metric provides investors a view of (i) how much 

we spend per dollar funded; and (ii) trends on how much it costs to grow the loan and advance portfolio. 

Total Originations Funded 

Total Originations Funded represents the dollar amounts of all credit products originated by Propel 

and/or facilitated through the Propel platform across all of Propel’s products and programs, not all of which 

are originated or owned by Propel and thus not treated as loans and advances receivable under IFRS. The 

funded amount includes new and returning customers for Installment Loans and Lines of Credit as well 

as redraws on Lines of Credit. Total Originations Funded may be useful to an investor because it helps 

provide an understanding of total Propel platform volumes and the growth and trajectory of our revenues.  

New Customer % of Total Originations Funded 

New Customer % of Total Originations Funded was introduced in Q2 2023 and represents the 

percentage of all Total Originations Funded (see above for definition) originated to those customers that 

are new to the Propel platform. We believe this metric may be useful to an investor because it helps provide 

an understanding of what proportion of originations are attributable to new customers versus existing 

customers in the portfolio. 
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Selected Financial Information 

Results of Operations for Consolidated statements of operations and comprehensive income 

 

  

 Three Months Ended September 30, Nine Months Ended September 30, 

 2023 2022 2023 2022 

     

Revenue . . . . . . . . . . . . . . . . . . . . . . . . . . 83,171,747 59,738,072 220,477,535 164,335,709 

Provision for loan losses and other liabilities 43,187,285 32,553,505 110,530,501 87,265,435 

      

Operating expenses     

Acquisition and data . . . . . . . . . . . . . . . . . 10,638,072 6,186,628 26,921,920 21,900,406 

Salaries, wages and benefits . . . . . . . . . . . 7,994,000 6,870,706 22,647,417 19,337,967 

General and administrative . . . . . . . . . . .  2,135,332 2,045,216 6,248,909 6,055,527 

Processing and technology . . . . . . . . . . . .  3,101,982 2,561,008 7,898,598 7,452,001 

Total operating expenses. . . . . . . . . . . . . .  23,869,386 17,663,558 63,716,844 54,745,901 

      

Operating income . . . . . . . . . . . . . . . . . .  16,115,076 9,521,009 46,230,189 22,324,373 

      

Other income (expenses)      

Interest and fees on credit facilities . . . . .  (5,943,899) (2,714,756) (16,010,677) (5,737,791) 

Interest expense on lease liabilities . . . . .  (86,260) (92,240) (252,485) (292,845) 

Amortization of internally developed software (835,343) (607,419) (2,436,003) (1,804,475) 

Depreciation of property and equipment .  (50,186) (44,844) (145,700) (111,657) 

Amortization of right-of-use assets . . . . .  (191,001) (149,187) (515,164) (463,649) 

Foreign exchange gain (loss) . . . . . . . . . . . (274,579) 39,669 (285,496) 156,653 

Unrealized gain (loss) on derivative financial  

Instruments . . . . . . . . . . . . . . . . . . . . . . . .  
(280,156) (299,984) (216,814) (407,812) 

Total other income (expenses) . . . . . . . .  (7,661,424) (3,868,761) (19,862,339) (8,661,576) 

      

Income before income tax  8,453,652 5,652,248 26,367,850 13,662,797 

      

Income tax expense (recovery)     

Current . . . . . . . . . . . . . . . . . . . . . . . . . . . .  4,672,134 2,781,087 10,418,885 5,702,002 

Deferred . . . . . . . . . . . . . . . . . . . . . . . . . . .  (2,390,443) (1,322,470) (3,343,272) (2,122,467) 

Net income for the period . . . . . . . . . . .  6,171,961 4,193,631 19,292,237 10,083,262 

 

Earnings per share ($USD): 
    

Basic . . . . . . . . . . . . . . . . . . . . . . . . . . . . .   $0.18   $0.12 $0.56 $0.29 

Diluted . . . . . . . . . . . . . . . . . . . . . . . . . . .   $0.17   $0.12  $0.53  $0.28 

     

 

Earnings per share ($CAD): 
    

Basic . . . . . . . . . . . . . . . . . . . . . . . . . . . . .   $0.24   $0.16 $0.76 $0.38 

Diluted . . . . . . . . . . . . . . . . . . . . . . . . . . .   $0.22   $0.15  $0.71  $0.36 

 

Dividends: 
    

Dividends . . . . . . . . . . . . . . . . . . . . . . . . . .  2,514,003 2,484,108 7,469,803 7,626,807 

Dividend per share. . . . . . . . . . . . . . . . . . .   0.073  0.072  0.218  0.222 
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          Quarter over quarter results for Consolidated statements of operations and comprehensive income  

 
 2023 2022 2021 

 Q3 Q2 Q1 Q4 Q3 Q2 Q1 Q4 

         

Revenue 83,171,747  71,688,456  65,617,332 62,514,925 59,738,072  54,080,680 50,516,957 41,177,872  

Provision for loan losses and other 

liabilities 
43,187,285  36,206,543  31,136,673 32,887,310 32,553,505  31,160,299 23,551,631  21,846,098  

Provision for loan losses and other 

liabilities as a % of revenue 
52% 51% 47% 53% 54% 58% 47% 53% 

         

Operating expenses         

Acquisition and data 10,638,072  9,387,011  6,896,837 5,329,721 6,186,628  7,066,697 8,647,081 9,012,671  

Salaries, wages and benefits 7,994,000  7,489,202  7,164,215 7,371,727 6,870,706  6,011,422 6,455,839 6,746,338  

General and administrative 2,135,332  1,787,901  2,325,676 2,789,060 2,045,216  1,755,553 2,254,758 1,747,037  

Processing and technology 3,101,982  2,567,635  2,228,981 2,577,942 2,561,008  2,369,615 2,521,378   1,648,783  

Total operating expenses 23,869,386  21,231,749  18,615,709 18,068,450 17,663,558  17,203,287 19,879,056 19,154,829    

         

Operating income 16,115,076  14,250,164  15,864,949 11,559,165 9,521,009  5,717,094 7,086,270      176,945 

         

Other income (expenses)          

Interest and fees on credit facilities (5,943,899)  (5,210,245)  (4,856,533)  (4,047,068)  (2,714,756)  (1,729,758) (1,293,277)  (1,193,162) 

Interest expense on lease liabilities (86,260)  (80,758) (85,467) (86,635)  (92,240)  (98,185) (102,420)     (106,035) 

Amortization of internally developed 

software  
(835,343)  (814,771) (785,889) (792,304)  (607,419)  (632,603) (564,453)     (610,520) 

Depreciation of property and equipment  (50,186)  (47,736)  (47,778) (46,558) (44,844)  (44,006) (22,807)       (24,513) 

Amortization of right-of-use assets (191,001)  (162,451)  (161,712) (158,241) (149,187)  (154,510) (159,952)     (158,649) 

Foreign exchange gain (loss)  (274,579)  11,714   (22,631) (214,746) 39,669  79,994 36,990     (676,292) 

Unrealized gain (loss) on derivative 

financial instruments 
(280,156)  89,374   (26,032) 345,946 (299,984)  (329,721) 221,893          2,077  

Total other income (expenses) (7,661,424)  (6,214,873)  (5,986,042) (4,999,606) (3,868,761)  (2,908,789) (1,884,026)  (2,767,094) 

         

Income before transaction costs and 

income tax  
8,453,652  8,035,291  9,878,907 6,559,559 5,652,248  2,808,305 5,202,244  (2,590,149) 

         

Transaction and financing costs - - - - - -    -   1,285,034  

         

Income tax expense (recovery)         

Current 4,672,134  3,861,377  1,885,374 1,301,734 2,781,087  1,542,644 1,378,271      590,691 

Deferred (2,390,443)  (1,531,184) 578,356 213,640 (1,322,470)  (747,443) (52,554) (2,252,817) 

         

Net Income for the period 6,171,961   5,705,098  7,415,178 5,044,185 4,193,631  2,013,104 3,876,527 (2,213,057)   

         

Weighted average shares:         

Basic  34,325,320   34,325,320  34,325,320  34,325,187  34,325,120  34,325,120 34,325,120 34,325,120 

Diluted 36,835,242  36,834,157  36,449,680  36,152,037  35,642,370  35,642,370 35,373,537 35,248,120 

         

Earnings per share ($USD):         

Basic  0.18   0.17  0.22 0.15 0.12 0.06 0.11  (0.06) 

Diluted  0.17   0.15  0.20 0.14 0.12 0.06 0.11  (0.06) 

         

Earnings per share ($CAD):         

Basic  0.24   0.22  0.29 0.20 0.16 0.07 0.14  (0.08) 

Diluted  0.22   0.21  0.28 0.19 0.15 0.07 0.14  (0.08) 

         

Dividends:           

Dividends 2,514,003  2,553,447  2,402,353 2,428,196 2,484,108 2,579,642 2,563,057   2,547,870 

Dividends per share  0.073   0.074  0.070 0.071 0.072 0.075 0.075 0.074  
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Selected Consolidated Financial Information by Fiscal Year 

 

 

 

 

 

 As at September 30, As at Dec 31, 

 2023 2022 2022 

(US$ other than percentages)    

Loans and advances receivable . . . . . . . . . . . . .  236,006,898 166,268,986 195,628,431 

Total Assets . . . . . . . . . . . . . . . . . . . . . . . . . . . .  306,795,580 220,812,030 256,680,546 

Total Liabilities . . . . . . . . . . . . . . . . . . . . . . . . .  211,792,094 142,284,735 175,039,871 

Total Non-Current Liabilities . . . . . . . . . . . . . .  175,201,995 118,935,402 151,915,793 

 
 

 

  

 Three Months Ended September 30, Nine Months Ended September 30, 

 2023 2022 2023 2022 

(US$ other than percentages)     

Revenue . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 83,171,747 59,738,072 220,477,535 164,335,709 

Net Income . . . . . . . . . . . . . . . . . . . . . . . . . . . .  6,171,961 4,193,631 19,292,237 10,083,262 

Earnings per Share ($USD):      

Basic . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $0.18 $0.12  $0.56  $0.29 

Diluted. . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $0.17  $0.12  $0.53  $0.28 

Earnings per Share ($CAD):      

Basic . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $0.24 $0.16  $0.76  $0.38 

Diluted. . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $0.22  $0.15  $0.71  $0.36 

     

Adjusted Net Income. . . . . . . . . . . . . . . . . . . . .  8,494,247 3,816,870 25,428,386 13,699,292 

Adjusted Earnings per Share ($USD):     

Basic . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .   $0.25  $0.11  $0.74 $0.40 

Diluted. . . . . . . . . . . . . . . . . . . . . . . . . . . . . .   $0.23  $0.11  $0.69  $0.39 

Adjusted Earnings per Share ($CAD):     

Basic . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .   $0.33 $0.15  $1.00 $0.51 

Diluted. . . . . . . . . . . . . . . . . . . . . . . . . . . . . .   $0.31  $0.14  $0.93  $0.50 
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Note:  

(1) See “Non-IFRS Financial Measures and Industry Metrics”. 
(2)    Comparative figures have been restated to conform with the updated calculation methodology of Average Combined Loan and 

Advance Balances. Refer to Non-IFRS Financial Measures section for further information of this modification. 

(US$ other than percentages) Three Months Ended September 30, Nine Months Ended September 30, 

 2023 2022 2023 2022 

Non-IFRS financial measures     

Ending Combined Loan and Advance 

Balances(1) 
299,374,790 208,380,159 299,374,790 208,380,159 

Average Combined Loan and Advance 

Balances(1)(2) 
286,284,910 193,674,284 273,431,567 171,611,665 

Net Charge-Offs(1) . . . . . . . . . . . . . . . . . . .  34,204,220 27,153,926 97,905,914 70,961,491 

Net Charge-Offs as % of Average CLAB(1) . . .  12% 14% 12% 14% 

EBITDA(1) . . . . . . . . . . . . . . . . . . . . . . . . .  15,560,341 9,260,694 45,727,879 22,073,214 

EBITDA Margin(1) . . . . . . . . . . . . . . . . . 19% 16% 21% 13% 

Adjusted EBITDA(1) . . . . . . . . . . . . . . . . .  18,656,723 8,752,929 53,909,412 26,997,819 

Adjusted EBITDA Margin(1) . . . . . . .  22% 15% 24% 16% 

Adjusted Net Income(1). . . . . . . . . . . . . . . .  8,494,247 3,816,870 25,428,386 13,699,292 

Adjusted Net Income Margin(1). . . . . 10% 6% 12% 8% 

Adjusted Earnings per Share ($USD)(1)     

Basic. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $0.25  $0.11 $0.74 $0.40 

Diluted. . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $0.23  $0.11 $0.69 $0.39 

Adjusted Earnings per Share ($CAD)(1)     

Basic. . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $0.33 $0.15 $1.00 $0.51 

Diluted. . . . . . . . . . . . . . . . . . . . . . . . . . . . . $0.31 $0.14 $0.93 $0.50 

     

Industry Metrics     

Total Originations Funded(1) . . . . . . . . . . . .   110,262,844  97,653,620 291,910,132 284,890,185 

Average New Customer Loan Amount(1) . .   1,314  1,394 1,312 1,287 

Annualized Revenue Yield(1)(2) . . . . . . . . . .  116% 123% 108% 128% 

Cost Per Funded Origination(1) . . . . . . . . . .   0.096  0.063 0.092 0.077 
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Analysis of Results for the three and nine months ended September 30, 2023, compared to September 30, 2022 

The following section provides an overview of our financial performance during the three- and nine- 

month periods ended September 30, 2023 compared to the three- and nine-month periods ended September 

30, 2022. 

 

(US$ other than percentages) As at September 30, 
%Change 

As at Dec 31, 
%Change 

 2023 2022  2022 

Loans and advances receivable . . . . . . . . . . . . . . . . . .  236,006,898 166,268,986 42%  195,628,431 21% 

Ending Combined Loan and Advance Balances(1) . . . .  299,374,790 208,380,159 44%  247,488,344 21% 

 

 Three months ended September 30,  %Change 

 2023  2022   

Average Combined Loan and Advance Balances(1)(2). .  286,284,910  193,674,284  48% 

Total Originations Funded(1) . . . . . . . . . . . . . . . . . . . . 110,262,844  97,653,620  13% 

 

 
 

 Nine months ended September 30,  %Change 

 2023  2022   

Average Combined Loan and Advance Balances(1)(2). .  273,431,567  171,611,665  59% 

Total Originations Funded(1) . . . . . . . . . . . . . . . . . . . . . 291,910,132  284,890,185  2% 

 
 

 

 Three Months ended 

 2023 2022 2021 

 Sept 30 Jun 30 Mar 31 Dec 31 Sept 30 Jun 30 Mar 31 Dec 31 

Total Originations Funded (1)  110,262,844 102,600,447 79,046,841 101,497,246 97,653,620 97,465,460 89,771,105  90,525,914 

Quarter over Quarter % 

change  
7% 30% (22%) 4% 0% 9% (1%) 62% 

New Customer % of Total 

Originations Funded(1) 
51% 48% 42% 34% 39% 38% 45% 48% 

 
 

Note: 

(1) See “Non-IFRS Financial Measures and Industry Metrics” 

(2) Comparative figures have been restated to conform with the updated calculation methodology of Average Combined Loan and 

Advance Balances. Refer to Non-IFRS Financial Measures section for further information of this modification. 

 

Loans and advances receivable 

Loans and advances receivable increased by 42% to a record balance of $236.0 million as at September 

30, 2023, compared to $166.3 million as at September 30, 2022. The growth in these balances was driven 

predominantly by: 1) the growth in new customer originations; 2) the expansion of variable pricing and 

graduation capabilities; 3) the growth of the Bank Programs; 4) the expansion of originations through growth 

into Canada and with key marketing channels; and 5) at a macro level, strong consumer demand for credit 

driven by several macroeconomic factors (see “Macroeconomic Environment and Outlook” above) including 

the continuing industry wide transition from brick-and-mortar to online lending, and tightening across the 

credit supply chain which has increased application volume and quality across our platform. 
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The general growth of the Bank Programs contributed to the increase in loans and advances receivable 

for the three and nine month periods ended September 30, 2023. This growth was fueled by the continued 

expansion across the additional states and bank partnerships established between 2019 and 2021. 

Furthermore, as outlined in prior quarters, in collaboration with our Bank Partners, variable pricing and 

graduation capabilities were rolled out across Propel’s platform in late Q3 2021 and contributed to the record 

growth achieved. Graduation capabilities facilitate the movement of consumers up the credit spectrum by 

providing existing customers with strong payment histories with lower cost credit and/or higher credit limits. 

Variable pricing enables lower cost products to be offered to qualifying new consumers with stronger credit 

risk profiles. Both of these capabilities allow us and our Bank Partners to fulfill critical components of our 

mission, namely “credit inclusion and evolution”, by ensuring consumers are receiving the right credit 

products tailored to their risk profile and expanding the overall addressable market of consumers able to be 

served by Propel’s platform (enabling wider coverage across the credit risk spectrum). These capabilities 

contributed to the growth relative to the comparable periods in 2022.  

Ultimately, the growth in loans and advances receivable is driven primarily by Total Originations 

Funded1 which increased by 13% to a quarterly record of $110.3 million for the three months and increased 

by 2% to a nine-month record of $291.9 million for the nine months ended September 30, 2023, compared to 

$97.7 million and  $284.9 million for the same periods in 2022, respectively. The record Total Originations 

Funded1 for the three months and nine months periods ending September 30, 2023 and the year-over-year 

increases were driven by the same factors that drove loans and advances receivable growth (see above). 

Additionally, the three month period ending September 30, 2023 was also positively impacted by the increase 

in new customer originations which was expected due to the stronger customer demand and credit 

performance experienced during the quarter. New customer originations as a percentage of Total Originations 

Funded1 was 51% in Q3 and represented the highest percentage of new customer originations since prior to 

2021. Total Originations Funded1 achieved during Q3 2023 was a record for the business and contributed to 

the significant year-over-year increase of 42% to loans and advances receivable. The increase in year-over-

year Total Originations Funded1 for the nine-months period ending September 30, 2023 was however partially 

offset by a more normalized tax season for the target consumer segment in Q1 2023. During Q1 2023, we 

observed that tax refund receipts for our and our Bank Partners’ customers were higher on a relative basis to 

the past several years. This resulted in fewer new customer originations and higher rates of loan repayment 

coupled with lower levels of originations to existing or returning customers. These portfolio dynamics 

experienced in Q1 2023 are consistent with normalized seasonal patterns for the business (see “Summary of 

Factors Affecting Our Performance - Seasonality” above). However, as discussed in prior periods, as a result 

of COVID-19 related factors, many of the seasonal patterns historically observed for the business were 

disrupted in the 2020 through 2022 fiscal years. Furthermore, in light of the continued macroeconomic 

uncertainty and overall prudence, conservative underwriting and credit policies on new customer originations 

were applied with our Bank Partners during Q1 2023 in a similar fashion to Q3 and Q4 of 2022 that resulted 

in fewer new customer originations and consequently Total Originations Funded1 in Q1 2023 than would 

have otherwise been expected for the quarter. Please see “Macroeconomic Environment and Outlook” above 

for additional detail of the factors influencing the Loans and Advances receivable.  

Although the Total Originations Funded1 for Q3 2023 was a record, Propel and our Bank Partners have 

continued to maintain a disciplined and cautious underwriting stance to ensure the credit risk in the portfolio 

continues to be at an appropriate level to continue to drive profitable growth amidst some continued 

macroeconomic uncertainty. Thus, notwithstanding the record level of originations for the quarter, we could 

have enabled substantially more volume had we and our Bank Partners leaned further into the significant 

consumer demand. All things considered, we still achieved a record loans and advances receivable balance 

and expect the quality and performance of the vintages originated during the period to be high. Please see 

“Macroeconomic Environment and Outlook” above for additional detail of the factors influencing the Loans 

and Advances receivable. See sections below for commentary on the financial results generated from the 

growth in loans and advances receivable. 
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Ending and Average Combined Loan and Advance Balances1 

Ending Combined Loan and Advance Balances1 increased by 44% to a record balance of $299.4 million 

as at September 30, 2023, compared to $208.4 million as at September 30, 2022. Our Average Combined 

Loan and Advances Balances1,2 increased by 48% to $286.3 million for the three months ended September 

30, 2023, compared to $193.7 million over the same period in 2022 and increased by 59% to $273.4 million 

for the nine months ended September 30, 2023 compared to $171.6 million over the same period in 2022. 

The growth in our Ending Combined Loan and Advance Balances1 is a result of the same factors that drove 

loans and advances receivable growth (see above). 

 In addition, the MoneyKey Bank Service program, which was launched towards the end of 2020, 

continues to expand and now facilitates credit products across 14 states. Furthermore, similar to CreditFresh, 

graduation capabilities were rolled out for this program as well. Growth in the MoneyKey Bank Service 

program further contributed to the growth in Ending Combined Loan and Advance Balances1 and Average 

Combined Loan and Advance Balances1. As this program is an off-balance sheet arrangement, the associated 

balances are not included in our loans and advances receivable, however, are included in our Ending 

Combined Loan and Advance Balances1 and Average Combined Loan and Advance Balances1. See 

“Reconciliation of IFRS measures” in this MD&A for a comparison of these measures and “Off-Balance 

Sheet Arrangements” for detail around this program.  

 

Revenue 

Revenue increased by 39% to a record $83.2 million for the three months ended September 30, 2023, 

compared to $59.7 million in the corresponding quarter of the previous year and 34% to a record $220.5 

million for the nine months ended September 30, 2023, compared to $164.3 million in the corresponding 

period of the previous year. This growth was primarily a result of the 48% growth in Average Combined 

Loan and Advance Balances1,2 for the three months ended September 30, 2023 and 59% growth for the nine 

months ended September 30, 2023. Our revenue growth and growth in Average Combined Loan and Advance 

Balances1,2 and Ending Combined Loan and Advance Balances1, as outlined above (see “Loans and advances 

receivable”), is primarily a result of the growth in the Bank Programs under our CreditFresh brand and the 

MoneyKey Bank Service program, the continued economic resiliency and ongoing consumer demand, 

tightening across the credit supply chain driving consumers to Propel and its Bank Partners, the continued 

shift from brick and mortar to online lending, and the expansion of originations through newly established 

marketing partners, strategies, and channels. Growth was further driven by the expansion of variable pricing 

and graduation programs. Please see "Loans and advances receivable" above for additional details on the 

business factors that drove growth and consequently revenue and see “Macro Economic Environment and 

Outlook” for the macroeconomic factors that impacted revenue. These factors are also expected to contribute 

to continued growth in future revenue over the upcoming periods.  

The growth in the Bank Programs under our CreditFresh brand is reflected in the charts below. 

CreditFresh revenue grew by 45% to $62.9 million for the three months ended September 30, 2023, compared 

to $43.3 million in the corresponding quarter of the previous year and grew by 51% to  $167.5 million for the 

nine months ended September 30, 2023, compared to $110.7 million in the corresponding period of the 

previous year. The revenue for the program represents record performance for a quarter and for a nine-month 

period ending September 30, 2023. As a result of this growth, products originated by Bank Partners through 

the CreditFresh brand grew to represent 76% of Propel’s revenues in the three months ended September 30, 

2023 compared to 73% in the corresponding quarter of the previous year and 76% of Propel’s revenues in the 

nine months ended September 30, 2023 compared to 67% in the corresponding period of the previous year. 

CreditFresh Bank Program products are currently offered in 24 states by our Bank Partners. 
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The MoneyKey Bank Service Program was launched in September 2020 and is currently offered in 14 

states as at September 30, 2023 through the originating bank. As reflected in the charts below, this program’s 

revenue grew by 47% to $11.7 million for the three months ended September 30, 2023, compared to $7.9 

million in the corresponding quarter of the previous year and grew by 23% to $29.8 million for the nine 

months ended September 30, 2023, compared to $24.4 million in the corresponding period of the previous 

year. The revenue for the program represents record performance for a quarter and for a nine-month period 

ending September 30, 2023.  Products originated under this program represented 14% of Propel’s revenues 

in the three months ended September 30, 2023 compared to 13% in the corresponding quarter of the previous 

year and represented 14% of Propel’s revenues in the nine months ended September 30, 2023 compared to 

15% in the corresponding period of the previous year. As compared to the Bank Programs under our 

CreditFresh brand, the customers served by the MoneyKey Bank Service Program typically have a higher 

credit risk profile. While the year-over-year nine-month growth in this program was lower compared to 

CreditFresh, the growth experienced in Q3 2023 compared to Q2 2023 was actually higher than CreditFresh. 

As we had reported in the preceding quarters, we and our Bank Partners progressively tightened underwriting 

standards in light of the evolving macroeconomic landscape and following the uptick in default rates 

experienced in Q2 2022. Furthermore, as we had reported, such tightening was disproportionately applied to 

the higher credit risk portions of the overall portfolio and as such applied more to the MoneyKey programs 

relative to CreditFresh. As a result, the originations and balance growth of the MoneyKey Bank Service 

Program between Q2 2022 and Q4 2022 was significantly lower than that of the CreditFresh program on a 

relative basis. Notwithstanding a tightened underwriting posture, the loan balance growth for CreditFresh 

between Q2 2022 and Q4 2022 remained significant and consequently drove the 51% growth in revenue for 

the following nine-month period ended September 30, 2023. In contrast, the loan balance for the MoneyKey 

Bank Service Program grew at a much lower rate between Q2 and Q4 2022 as a result of the disproportionate 

tightening applied as described above.. This ultimately led to the lower year-over-year nine-month revenue 

growth of 23% for the nine-month period ended September 30 2023. Moving forward, we anticipate continued 

strong growth in the MoneyKey Bank Service Program as loan balances are built up following the tightened 

underwriting applied from Q2 2022 through Q1 2023.  

The growth in the Bank Programs under our CreditFresh brand and our MoneyKey Bank Service 

Program reflect the Company’s strategy of realizing state expansion and providing credit access to a wider 

and increasing customer market through direct and indirect Bank Programs. These Bank Programs provide 

products to consumers that have lower credit risk profiles as compared to MoneyKey’s legacy direct lending 

and CSO programs. As such, the Bank Programs have enabled the Company and our Bank Partners to broaden 

our presence and coverage across the non-prime credit risk spectrum. 

Revenue generated from our legacy MoneyKey direct lending and CSO products decreased by 8% to 

$7.6 million for the three months ended September 30, 2023 compared to the same quarter in the previous 

year. These revenues represent 9% of Propel’s total revenues decreasing from 14% in the same quarter in 

2022. Revenue for the nine months ended September 30, 2023 decreased by 26% to $21.2 million compared 

to the same period in 2022. These revenues represent 10% of Propel’s total revenues decreasing from 17% in 

the same period in 2022. As noted above, Propel maintained a tightened and conservative underwriting stance 

from Q2 2022 through Q1 2023 that was disproportionately applied to the higher credit risk programs. 

Therefore, the legacy MoneyKey direct lending and CSO products were impacted even more considerably as 

those are offered to consumers with higher credit risk profiles on balance as compared to CreditFresh and the 

MoneyKey Bank Service program. As a result of increased relative tightening on this more mature legacy 

program and its impact on the associated balances and origination volumes leading into Q2 2023, we 

experienced the 8% reduction in revenue outlined above for the three months ended September 30, 2023 and 

a 26% reduction in revenue for the nine months ended September 30, 2023. Notwithstanding the year-over-

year decreases, the revenue for this program increased by 11% from Q2 2023 to Q3 2023 as we continue to 

gradually grow this program following the period of tightening discussed above.  
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As discussed above, the Company launched its Fora direct lending product in Canada on November 21, 

2022. Fora contributed a modest $0.7 million amount to Propel’s overall revenue for the three month period 

and a $1.2 million amount for the nine month period ended September 30, 2023. Fora originations continue 

to be gradually ramped up since the launch in November 2022 while maintaining a prudent underwriting 

posture given the macroeconomic uncertainty (see “Macro Economic Environment and Outlook” above). 

Furthermore, given the uncertainty of the potential impact from the Canadian Government’s decision to lower 

the maximum allowable rate of interest to a 35% APR (see "Update on the Government of Canada’s Federal 

Budget Announcement" above) the Company maintains additional prudence with its originations. 

Notwithstanding these factors, we expect to continue ramping up Fora originations in the coming quarters 

and are confident in establishing a significant business in the Canadian market over time.  

Furthermore, given the short duration of the Company’s launch of its LaaS partnership with Pathward 

on June 20, 2023, this program contributed an immaterial amount to revenue for the three months and nine 

months periods ending September 30, 2023. As discussed above under “Business Overview”, the Pathward 

LaaS program is unique from Propel’s other programs in that i) a proportion of customers are sourced through 

Pathward’s existing partner distribution channels and ii) the lines of credit originated by Pathward are 

acquired and held by third party financial institutions through forward flow arrangements. The Pathward LaaS 

program will have a more meaningful impact to the Company’s results in 2024 and will be a significant 

business for Propel in the coming years.  

 

 Three Months Ended September 30, 

Period to period change                    2023                   2022 

 (US$ other than percentages) Amount 

Percentage 

of Revenues Amount 

Percentage 

of Revenues Amount Percentage 

MoneyKey direct lending and CSO 7,575,522 9% 8,208,969 14% (633,447) (8%) 

CreditFresh Bank program . . . . . . . . 62,866,301 76% 43,344,760 73% 19,521,541 45% 

MoneyKey Bank Service program . . 11,698,745 14% 7,940,448 13% 3,758,297 47% 

Fora direct lending . . . . . . . . . . . . . .  686,771 1% - n/a 686,771 100% 

Other revenue(1). . . . . . . . . . . . . . . . .  344,408 0% 243,894 0% 100,514 41% 

Total Combined Revenue . . . . . . . . .  83,171,747  59,738,072  23,433,675 39% 

 

 Nine Months Ended September 30, 

Period to period change                    2023                   2022 

 (US$ other than percentages) Amount 

Percentage 

of Revenues Amount 

Percentage 

of Revenues Amount Percentage 

MoneyKey direct lending and CSO 21,167,353 10% 28,609,908 17% (7,442,555) (26%) 

CreditFresh Bank program . . . . . .  167,522,842 76% 110,718,766 68% 56,804,076 51% 

MoneyKey Bank Service program  29,840,914 14% 24,353,479 15% 5,487,435 23% 

Fora direct lending . . . . . . . . . . . .  1,172,311 1% - n/a 1,172,311 n/a 

Other revenue(1) . . . . . . . . . . . . . . . .  774,115 0% 653,556 0% 120,559 18% 

Total Combined Revenue . . . . . . .  220,477,535  164,335,709  56,141,826 34% 

Note:  (1) Other revenue includes lead resales and fee revenue pursuant to the Pathward LaaS program. 

 

Our Annualized Revenue Yield1 for the three-month period ended September 30, 2023 decreased to 

116% from 123% for the same period in 2022. Our Annualized Revenue Yield1 for the nine-month period 

ended September 30, 2023 decreased to 108% from 128% for the same period in 2022. The decline in revenue 

yield was driven predominantly by: 1) the expansion of variable pricing and graduation functionality with our 

Bank Partners over the preceding quarters; 2) the tightening of the highest risk portion within our portfolio; 

and 3) the impact from the shift in the proportion of originations to return and existing customers vs. new 

customers over the Q1 2022 to Q1 2023 time period. While these factors drove the year-over-year decreases 
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in Annualized Revenue Yield1, we do note that it has increased quarter-over-quarter since the beginning of 

2023 to 116% in Q3 2023 from 110% in Q2 2023 and 106% in Q1 2023. The increase is consistent with the 

larger proportion of new customer originations as a % of Total Originations Funded1 as described in the 

sections above. New customers typically start at a higher cost of credit before qualifying for reduced rates 

and higher loan amounts pursuant to the graduation programs.  Please also see the “Macroeconomic 

Environment and Outlook” section above for additional context and detail.  

As described above and in previous MD&As, the Company rolled out variable pricing and graduation 

functionality on its platform for its Bank Partners in late Q3 2021. This is consistent with our strategy of 

providing access to credit to a larger segment of underserved consumers and facilitating a lower cost of credit 

to new customers, who would otherwise go elsewhere for their credit needs, as well as existing customers 

who demonstrate positive payment behavior over a period of time. This enables us to further increase 

origination volumes across our platform by expanding up the credit spectrum by facilitating access to lower 

and appropriately priced products to customers with lower credit risk attributes. The fee graduation 

functionality on our platform enables us and our Bank Partners to progressively offer reduced rates to existing 

customers exhibiting positive re-payment performance. This enhances customer retention and helps with 

improving their credit profiles over time thereby increasing value for both the Company and customers. In 

addition to contributing to the lower Annualized Revenue Yield1, we would expect these initiatives to reduce 

Net Charge-Off1 rates for the portfolio over time while driving significant growth in Total Originations 

Funded1 and Ending Combined Loan and Advance Balances1, as well as top and bottom line growth. 

Products offered by our Bank Partners through the Bank Programs generally serve lower credit risk 

consumers and carry lower yields as compared to our legacy direct lending and CSO products offered under 

the MoneyKey brand. As such, products offered to consumers through the Bank Programs have lower costs 

of credit, higher average loan amounts, as well as lower default rates, therefore maintaining and potentially 

enhancing margins while expanding the potential customer base that can receive products by and through the 

Propel platform. Furthermore, within the Bank Programs, the MoneyKey Bank Service Program had been 

disproportionately impacted as compared to the CreditFresh Bank Programs leading into Q2 2023 due to the  

tightened underwriting standards applied more extensively to the higher credit risk, higher rate portions of 

the overall portfolio. The Bank Programs under the CreditFresh brand typically serve a lower risk profile and 

conversely, offer lower cost of credit products as compared to the MoneyKey Bank Service Program. As the 

chart above shows, the overall proportion of total revenue comprising the higher rate, higher credit risk 

MoneyKey programs has decreased relative to CreditFresh from last year which illustrates the dynamic 

described here. 

 

 Three Months Ended September 30, % 

Change  (US$ other than percentages) 2023 2022 

Revenue. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 83,171,747 59,738,072 39% 

Average Combined Loan and Advance Balances(1)(2) 286,284,910 193,674,284 48% 

Annualized Revenue Yield(1)(2). . . . . . . . . . . . . . . . . . 116% 123% (6%) 

 

 Nine Months Ended September 30, % 

Change  (US$ other than percentages) 2023 2022 

Revenue. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 220,477,535 164,335,709 34% 

Average Combined Loan and Advance Balances(1)(2) 273,431,567 171,611,665 59% 

Annualized Revenue Yield(1)(2). . . . . . . . . . . . . . . . . . . 108% 128% (16%) 

 

Note:  (1) See “Non-IFRS Financial Measures and Industry Metrics” 

(2) Comparative figures have been restated to conform with the updated calculation methodology of Average Combined Loan and 

Advance Balances. Refer to Non-IFRS Financial Measures section for further information of this modification. 
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The Average New Customer Loan Amount1 decreased to $1,314 for the three months ended September 

30, 2023 relative to $1,394 for the three month period in the prior year and increased to $1,312 for the nine 

months ended September 30, 2023 relative to $1,287 for the nine month period in the prior year. The decrease 

in the Average New Customer Loan Amount1 from Q3 2022 to Q3 2023 was a result of, amongst several 

other factors, a higher proportion of new customer originations as described in the sections above. In addition 

to typically starting at a higher cost of credit, new customers also start with a lower loan amount before 

qualifying for lower rates and higher credit limits pursuant to the graduation programs. Furthermore, the 

decrease was driven by a higher level of new customer originations through our MoneyKey brands as 

compared to last year. As discussed previously, products offered under the MoneyKey brand have higher cost 

of credit and lower average loan amounts as compared to CreditFresh products.  Coupled with lower costs of 

credit and lower default rates, products offered by our Bank Partners through the CreditFresh Bank Programs 

typically have higher maximum loan amounts appropriate for lower credit risk consumers that have relatively 

higher incomes. The nine-month period ended September 30, 2023 on the other hand experienced a higher 

proportion of originations through our CreditFresh brand as compared to our MoneyKey brands which 

resulted in the increase in the Average New Customer Loan Amount1 for that time period. Variable pricing 

has also contributed to the increase in Average New Customer Loan Amount1 as new consumers with stronger 

credit risk profiles are able to not only qualify for lower cost of credit products, but also higher loan amounts. 

This has been a consistent trend for the business as the addressable market of consumers able to be serviced 

by the Propel platform continues to have better credit risk, higher incomes, and ability to repay higher loan 

amounts. As the portfolio continues to shift towards those customers with higher incomes and stronger credit 

risk profiles, we expect loss rates to decline as well. In conjunction with the decline in the Annualized 

Revenue Yield1 experienced during the three and nine months ended September 30, 2023, we have also 

experienced a decreased provision for loan losses and other liabilities as a percentage of revenue of 52% in 

Q3 2023, compared to 54% for the three month period in the prior year and 50% in the nine month period 

ended September 30, 2023, compared to 53% in the corresponding period in the prior year. The decreased 

provision for loan losses and other liabilities as a percentage of revenue demonstrates that the existing loan 

portfolio is experiencing decreasing loss rates (see “Provision for loan losses and other liabilities” below for 

further detail).  

The credit tightening by us and our Bank Partners in the preceding quarters leading up to Q2 2023 in 

addition to tightening across the credit supply chain is a result of various macroeconomic factors (please see 

“Macroeconomic Environment and Outlook” above). Notwithstanding the decreasing year-over-year 

Annualized Revenue Yield1, which is consistent with our overall strategy and portfolio evolution, given the 

stronger credit risk profiles, higher incomes and the historical resiliency of our and our Bank Partners’ target 

consumers, we believe that we will be able to continue originating and/or facilitating profitable loans with 

attractive unit economics. 

 

Provision for loan losses and other liabilities 

Provision for loan losses and other liabilities increased by 33% to $43.2 million for the three-months 

ended September 30, 2023, compared to $32.6 million in the corresponding quarter of the previous year and 

by 27% to $110.5 million for the nine-months ended September 30, 2023, compared to $87.3 million in the 

corresponding period of the previous year. The provision for loan losses and other liabilities as a percentage 

of revenue decreased to 52% for the three months ended September 30, 2023 as compared to 54% for the 

corresponding period of the previous year and to 50% for the nine months ended September 30, 2023 as 

compared to 53% for the corresponding period in 2022. The overall increase in provision for loan losses and 

other liabilities of 33% was lower than the growth in revenue of 39% and the overall growth in the Company’s 

Combined Loans and Advance Balances1 of 44% (see sections above) for the three-months ended September 

30, 2023.  

The decrease in the provision for loan losses and other liabilities as a percentage of revenue from a high 

point, experienced over the past several years, of 58% in Q2 2022 to 52% in Q3 2023 reflects improving 
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credit performance that began in the back half of Q2 2022 and continues through to the present. The improving 

credit performance in the portfolio is being achieved during a time of heightened macroeconomic uncertainty 

and stress on the consumer.  Furthermore, the provision for loan losses and other liabilities as a percentage of 

revenue of 52% is in-line with target margins for profitability and indicative of strong unit economics in a 

normalized growth environment. We do note that the high point of 58% in Q2 2022 was in a period during 

which central banks were just starting to increase interest rates and inflationary pressures were just starting 

to have a meaningful impact on consumers.  

As outlined in prior MD&As, generally in periods of high growth, the business experiences a higher 

provision for loan losses and other liabilities as a percentage of revenue, while in periods of lower growth the 

inverse holds true. This is due to several factors. Firstly, new and recently originated customers tend to have 

higher default rates relative to existing customers in the portfolio that have been consistently making 

payments. Therefore, in periods of higher new and recent origination growth, the overall receivables portfolio 

could experience higher average missed payments and delinquency rates, and consequently a higher provision 

as a percentage of revenue. In periods of low growth, the portfolio is more mature leading to lower missed 

payment rates, defaults, and consequently provisions as a percentage of revenue. Considering the continued 

growth in new customer originations in Q3 2023, the provision as a percentage of revenue of 52% is reflective 

of strong credit performance and high credit quality in the portfolio. Secondly, under IFRS we record loan 

loss provisions based on future expected credit losses for every loan origination without matching revenue 

that is earned over the life of a loan (for a further discussion of this accounting treatment see “Critical 

Accounting Policies and Estimates — Loans and advances receivable” in this MD&A). While the provision 

as a percentage of revenue was especially elevated in Q2 2022 as a result of increased delinquencies 

experienced earlier in the year, through deliberate and measured actions taken by management and our Bank 

Partners, including the further tightening of underwriting criteria, the provision for loan losses and other 

liabilities as a percentage of revenue was driven down and back in-line with target margins required during a 

normalized growth period.  

As noted above, the elevated provision for loan losses and other liabilities as a percentage of revenue in 

Q2 2022 of 58% was driven by a higher level of delinquencies and worse credit quality vintages particularly 

in April and May 2022. As detailed in the Company’s Q2 2022 MD&A, delinquency rates were higher in Q2 

2022 as customers began adjusting to the new post pandemic economic environment and elevated level of 

inflation. These increased delinquencies were driven more from the existing customers in the portfolio rather 

than new customers who were originated through tighter underwriting that was pre-emptively implemented 

earlier in the year in anticipation. First payment delinquency rates continued to perform well and drove lower 

overall portfolio loss rates and delinquencies. Through the second half of Q2 and throughout Q3 and Q4 2022, 

management continued to work with our Bank Partners to prudently refine credit policy and actively roll-out 

a number of effective operational and system enhancements to help facilitate consumers’ ability to remain in 

good standing. As a result of continued refinements to underwriting and acquisition strategy and updates to 

our AI model, which are approved by our Bank Partners, customer credit risk scores and net monthly income 

levels in the overall portfolio increased notably over the aforementioned periods driving delinquency rates 

down and we anticipate these will in turn continue to drive strong credit performance in the coming quarters. 

Operational and technological enhancements resulted in further process automation, increased methods of 

repayment, tools for customer service agents to increase contact and improve their work with customers in 

arrears, reduced risk on open but unutilized credit limits, and enhanced repayment flexibility to support 

consumers who may struggle to make upcoming payments. Furthermore, we made changes to the AI models, 

which were approved by our Bank Partners and adjusted how a consumer’s risk was evaluated, ultimately 

allowing us to facilitate more loans to consumers across the credit spectrum, while keeping defaults in line 

with targets. Finally, it is our belief, through observing consumer behaviour, that consumers are continuing 

to adjust to the new environment and are recalibrating their spending as well as their budgets accordingly. As 

a result of the factors above, we experienced a gradual reduction in first payment delinquency rates towards 

the latter part of Q2 2022 and overall payment delinquency rates in general over the course of Q3 2022 

through Q1 2023, driving the quarter-over-quarter reduction of provision for loan losses and other liabilities 

as a percentage of revenue from 58% in Q2 2022 to 54% in Q3 2022 to 53% in Q4 2022 and to 47% in Q1 

2023. The increase in the provision for loan losses and other liabilities as a percentage of revenue from 47% 
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in Q1 2023 to 52% in Q3 2023 was driven primarily by seasonality in Q1 2023 (see “Summary of Factors 

Affecting Our Performance” above) as well as the higher proportion of new customer originations in Q2 and 

Q3 2023 as compared to prior quarters. As discussed above, new and recently originated customers tend to 

have higher default rates relative to existing customers in the portfolio that have been consistently making 

payments. Furthermore, the provision for loan losses and other liabilities as a percentage of revenue of 52% 

is indicative of strong credit performance and in-line with target margins for profitability.  

As noted previously, under IFRS we are required to build allowances for future expected credit losses 

across all accounts including new originations and accounts in good standing that have no evidence of 

underperformance. The movement in the allowances has a material impact on the provision for loan losses 

and other liabilities expense. We employ an Expected Credit Loss (“ECL”) methodology and model that 

incorporates extensive amounts of data, estimates, and other factors such as macroeconomic variables. The 

overall allowances for future expected credit losses as a percentage of loan and advance balances owned by 

the Company increased to 22% as at September 30, 2023 compared to 21% as at September 30, 2022. This 

increase was a result of the higher proportion of new customer originations which typically require a higher 

relative allowance versus returning and existing customers. Generally, a loan portfolio that has a higher 

proportion of new customers will typically have a higher allowance for future expected credit losses as 

compared to a more mature portfolio with existing customers who have been consistently making payments.  

Therefore, the allowance rate can increase during periods of high origination growth and strong and/or 

improving credit performance.. See “Critical Accounting Policies and Estimates — Loans and advances 

receivable” below for the table reflecting these percentages as well as a further discussion of the accounting 

treatment relating to allowances for future credit losses. The allowances take into account the higher credit 

quality constitution, improved credit performance, and maturity in the portfolio discussed above which are 

factors that drive allowances for loan losses downwards. However, the continued macroeconomic headwinds 

and factors (see “Macroeconomic Environment” above) such as elevated interest rates and inflation remaining 

above central bank target rates that are also incorporated in the ECL model are driving increases to 

allowances.  

Overall, in a period of robust growth, the portfolio is growing profitably with strong unit economics and 

the provision for loan losses and other liabilities remains within our targeted range for the past several quarters 

and as we head into Q4 2023. These dynamics are very positive for the business and the overall health and 

quality of the portfolio over the longer term. While Propel and our Bank Partners originated a higher 

proportion of new customer during the quarter, we and our Bank Partners continue to maintain an overall 

prudent stance towards underwriting as we move forward considering some of the ongoing uncertainty in the 

macroeconomic environment.  
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 Three Months Ended September 30, % 

Change (US$ other than percentages) 2023 2022 

Provision for loan losses and other liabilities. . . . . . . . .  43,187,285 32,553,505 33% 

Provision for loan losses and other liabilities as a % of 

Revenue(1). . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 
52% 54% (5%) 

Net Charge-Offs(1). . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 34,204,220 27,153,926 26% 

Net Charge-Offs as a % of Average CLAB(1)(2) . . . . . . .  12% 14% (15%) 

 

 Nine Months Ended September 30, % 

Change (US$ other than percentages) 2023 2022 

Provision for loan losses and other liabilities. . . . . . . . .  110,530,501 87,265,435 27% 

Provision for loan losses and other liabilities as a % of 

Revenue(1). . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 
50% 53% (6%) 

Net Charge-Offs(1). . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 97,905,914 70,961,491 38% 

Net Charge-Offs as a % of Average CLAB(1)(2) . . . . . . .  12% 14% (13%) 

 

Note: 

1. See “Non-IFRS Financial Measures and Industry Metrics”. 

2. Comparative figures have been restated to conform with the updated calculation methodology of Average Combined Loan and Advance 

Balances. Refer to Non-IFRS Financial Measures section for further information of this modification. 

 

 

Net Charge-Offs 

Net Charge-Offs1 increased by 26% to $34.2 million for the three months ended September 30, 2023, 

compared to $27.2 million over the same quarter in 2022 and increased by 38% to $97.9 million for the nine 

months ended September 30, 2023, compared to $71.0 million over the same period in 2022. Net Charge-

Offs1 represent the actual credit losses on the portfolio over a specified period of time and are a driving 

component of the provision for loan losses and other liabilities (see “Reconciliation of Non-IFRS Measures” 

in this MD&A). However, while provision for loan losses and other liabilities contains a forward-looking 

component accounting for expected credit losses in the future reflecting the more current level of risk in the 

portfolio, Net Charge-Offs1 measure actual losses on the portfolio and, as such, in large part relate to and lag 

origination activity from prior periods. Both measures are useful to assess the credit performance of the 

portfolio.  

Net Charge-Offs as a percentage of Average Combined Loans and Advance Balances1,2 decreased from 

14% to 12% for the three months ended September 30, 2023 over the same quarter in 2022 and decreased 

from 14% to 12% for the nine months ended September 30, 2023 over the same period in 2022. Similar to 

the provision for loan losses and other liabilities as a percentage of revenue discussed above, Net Charge-

Offs as a percentage of Average Combined Loans and Advance Balances1 decreased from the comparable 

periods in 2022 despite continued macroeconomic uncertainty and stress on the consumer. As discussed 

above, Net Charge-Offs as a percentage of Average Combined Loans and Advance Balances1 is a new metric 

that was introduced in Q1 2023 and replaces the previously used Net Charge-Offs as a percentage of Revenue 

and Net Charge-Offs as a percentage of Total Funded. The Company decided to remove Net Charge-Offs as 

a percentage of Revenue since the Company already presents provision for loan losses and other liabilities as 

a percentage of revenue which effectively provides the user with equivalent information. Furthermore, 

management believes that using Net Charge-Offs as a percentage of Total Funded might not fully and properly 

reflect the charge-off performance in the loan portfolio. The Net Charge-Offs1 experienced for a given period 

are usually not related to the originations in that same period due to the lagging nature of Net Charge-Offs1. 



  

29 

 

 

The Net Charge-Offs1 are largely related to and resulting from prior period originations. In addition, in periods 

where a conservative approach to underwriting is maintained by Propel and its Bank Partners and 

consequently origination volume is relatively low, the denominator for the calculation of Net Charge-Offs as 

a percentage of total Funded is relatively lower than it otherwise would be which could distort the metric for 

the period. Therefore, evaluating Net Charge-Offs as a percentage of the Average Combined Loan and 

Advance Balances1 may be more representative of charge-off performance in the portfolio for a given period. 

Lastly, Net Charge-Offs as a percentage of Average Combined Loan and Advance Balances1 is a more 

commonly used metric by other financial services companies similar to Propel. 

Overall, we expect Net Charge-Offs as a percentage of Average Combined Loans and Advance 

Balances1, when measured over a period of time and adjusted for seasonal and other demand fluctuations,  to 

decrease over time with our enhanced underwriting and AI capabilities, which are approved by our Bank 

Partners, and as the products facilitated through our platform evolve to serve lower credit risk consumers 

through variable pricing and graduation. Products offered by our Bank Partners through the Bank Programs 

generally serve lower risk consumers as compared to our legacy products offered under the MoneyKey brand. 

Products offered to consumers through the Bank Programs have (i) higher loan amounts; (ii) lower cost of 

credit to consumers; and (iii) experience lower default rates. The 12% experienced in Q3 2023 is lower than 

pre-pandemic levels and as such reflects the shift in the overall portfolio towards consumers with lower credit 

risk profiles. Furthermore, the Net Charge-Offs as a percentage of Average Combined Loans and Advance 

Balances1 experienced in Q3 2023 and last quarter reflect acceptable levels for the portfolio that result in 

strong unit economics and drive continued profitable growth..  Although the significant increase in origination 

volumes and growth anticipated for the remainder of 2023 (see our “2023 Operating and Financial Targets” 

disclosed in our year ended December 31, 2022 MD&A dated March 22, 2023) as well as continuing 

macroeconomic uncertainty may drive loss rates upwards, there are a number of factors that we expect will 

mitigate these potential increases. Such factors include the overall and continued shift of the portfolio towards 

consumers with lower credit risk profiles (and consequently lower loss rates), and some of the macroeconomic 

and internal operating dynamics noted above under “Provision for loan losses and other liabilities” including: 

a) consumers in our segment continuing to readjust to the new post pandemic economic environment 

including the elevated level of inflation; b) continued refinements to underwriting and acquisition strategy 

driving increases in credit scores and income levels of originations facilitated through our platform; c) updates 

to the AI models approved by our Bank Partners that adjusted how a consumer’s risk was evaluated, ultimately 

allowing us to facilitate more loans to consumers across the credit spectrum, while keeping defaults in line 

with targets; and d) the operational and technological enhancements rolled out towards the latter part of Q2 

2022. We have observed a notable decrease in default and delinquency rates across the portfolio towards the 

latter part of Q2 2022 and over the course of the quarters that followed, which have ultimately reduced Net 

Charge-Offs1 metrics and we expect will keep them within target levels moving forward. Additionally, and 

as discussed above, even in light of the ongoing fluctuations in the macroeconomic environment, data shows 

that our target consumers demonstrate more resilience than prime borrowers and perform better through 

periods of economic uncertainty. They are experienced at consistently living with and managing tighter 

budgets, are able to quickly adjust their finances as needed, and are able to fill lost employment income faster 

on balance. 

Acquisition and data expense 

 Acquisition and data expense increased by 72% to $10.6 million from $6.2 million for the three months 

ended September 30, 2023 compared to the three months ended September 30, 2022. The company saw 

acquisition and data expense increase by 23% to $26.9 million from $21.9 million for the nine months ended 

September 30, 2023 over the same period in 2022. The increase for the three months and nine months ended 

September 30, 2023 is primarily due to the higher Total Originations Funded1 over the comparable period 

and an increase in Cost Per Funded Origination1. The drivers for the higher Cost Per Funded Origination1 are 

discussed further below. 

Total Originations Funded1 grew by 13% to $110.3 million from $97.7 million for the three months 

ended September 30, 2023 compared to the three months ended September 30, 2022 and increased by 2% to 

$291.9 million from $284.9 million for the nine months ended September 30, 2023 compared to the nine 
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months ended September 30, 2022. The growth during the three months and nine months period ended 

September 30, 2023 was driven in large part by a higher proportion of new customers versus repeat customers 

and redraws on existing Lines of Credit as compared to last year as well as recent periods. The growth during 

the nine month period ended September 30, 2023 was however partially offset by a more seasonally lower 

demand Q1 which resulted in fewer originations and higher rates of repayment coupled with lower levels of 

redraws from existing customers than we had experienced in prior years. Please refer to the sections above 

“Loans and advances receivable” and “Ending and Average Combined Loan and Advance Balances1” for 

further detail around the more normalized seasonal Q1 2023 as compared to Q1 2022. 

Due primarily to the higher proportion of new customer originations experienced in Q3 2023 (51% of 

Total Originations Funded1) and year-to-date (47% of Total Originations Funded1), the Cost Per Funded 

Origination1 increased to $0.096 in Q3 2023 as compared to $0.063 in Q3 2022, and $0.092 in the nine months 

ended September 30, 2023 as compared to $0.077 in the same period in 2022. In addition, increased organic 

marketing spend in the 2023 periods had an impact as well. As discussed above, we note that Q3 2023 had 

record new customer dollar originations and had the highest percentage of Total Originations Funded1 since 

prior to 2021.  In contrast to Q3 2023, the lower proportion of new customer originations over the course of 

2022 came as a result of the tightened underwriting implemented by the company and its Bank Partners in 

early 2022 as detailed in this and prior quarter MD&As. We incur the vast majority of acquisition and data 

costs on new customer originations, therefore, this shift in the proportion of Total Originations Funded1 

towards new customers contributed to increasing Cost Per Funded Origination1.  

Notwithstanding the increase during the three-month and nine-month periods ended September 30, 2023, 

the Cost Per Funded Origination1 remains below those levels experienced prior to 2021 when the Company 

and its Bank Partners were originating a similar proportion of new customer volumes. Furthermore, the cost 

to originate a new customer loan has decreased since prior to early 2022 and has remained relatively stable 

when comparing to the full year 2022. These decreases were driven by the continued optimization of our 

acquisition and underwriting models, which are approved by our Bank Partners, and reflect improved 

efficiency for the business as we are able to originate and/or facilitate and fund more dollars to new consumers 

at a reduced acquisition and data cost.  More specifically, this decrease in the Cost Per Funded Origination1 

from levels experienced prior to early 2022 is driven primarily by improved acquisition strategies and 

enhancements to our proprietary acquisition models and algorithms. Therefore, in summary the increases in 

the three and nine month periods ending Q3 2023 in Cost Per Funded Origination1 are driven by the higher 

proportion of new customer originations in both periods respectively. Finally, we do note that acquisition and 

data costs as a percentage of revenue declined to 12.8% in Q3 2023 from 13.1% in Q3 2022 notwithstanding 

an increase in the proportion of new customer originations (51% in Q3 2023 as compared to 48% in Q2 2023) 

and decreased to 12.2% year-to-date through Q3 2023 from 13.3% for the comparable period in 2022.  

 The business has a consistent focus on improving our acquisition capabilities, reach, and spend through 

innovative partnerships and strategies, expansion of marketing channels, and enhancements to our proprietary 

acquisition model and technology. This is further helped through leveraging products and data from our 

partnerships with key data providers. The above ultimately leads to increasing conversion rates over time 

from applicants that are approved for credit through our proprietary underwriting engine, which is approved 

by our Bank Partners, and a corresponding reduction to the cost per funded acquisition for new customer 

originations. As such, we have been experiencing a lower overall acquisition and data expense per new 

customer dollar funded in addition to the decline in overall Cost Per Funded Origination1 outlined in the 

paragraph above relative to periods prior to early 2022 where we and our bank partners were originating a 

similar proportion of new customer originations. The business has been able to effectively manage acquisition 

and data costs, one of the largest operating expenses for the Company, and the overall Cost Per Funded 

Origination1 all while continuing to produce strong origination volume growth and record loan and advance 

balances, and drive increasing profitability.  

 We anticipate the continued efficient management of our acquisition and data expense moving forward 

and for the Cost Per Funded Origination1 to be relatively consistent with what we experienced in Q3 2023. 

However, as we and our Bank Partners continue to accelerate our growth for the remainder of 2023, naturally 

our overall acquisition and data expenses would consequently increase. In addition, if the proportion of new 
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customer originations increases (as a percentage of Total Originations Funded1), while we expect the cost of 

new customer originations to remain consistent, it could lead to a moderate increase to the overall Cost Per 

Funded Origination1. 

 

Salaries, wages and benefits 

Salaries, wages, and benefits expense increased by 16% to $8.0 million for the three months ended 

September 30, 2023, compared to $6.9 million over the corresponding quarter in 2022 and by 17% to $22.6 

million for the nine months ended September 30, 2023, compared to $19.3 million over the corresponding 

period in 2022. This increase was due to the overall growth in our business as reflected by the 39% and 34% 

increase in revenue for the three and nine month periods ended September 30, 2023 respectively, as well as 

the 44% increase in Ending Combined Loan and Advance Balances1, and continued wage growth in the 

broader economy. Moving forward, although people costs will continue to grow as the business scales, we 

expect such growth to continue to be outpaced by the growth in loan and advance balances and revenue 

generating considerable operating leverage for the business. We do note that a large part of these expenses, 

particularly the contact center headcount, is variable to overall loan volume and new customer originations.  

Furthermore, the business continues to gain significant efficiencies in people costs across our contact 

centers as a result of enhancements to operational processes and automation through technology. “Customer 

experience” is a key pillar of our mission and to that end, we continuously strive to provide customers with a 

light touch experience (from origination, to service and ultimately through to repayment) by leveraging our 

technology to enable more self-service capabilities and more digital (non-voice) communication channels. 

Some examples include increased methods of repayment through our self-service portal, automated tools to 

increase contact and effective interaction with customers, and more automation on the originations and loan 

funding side. This helps self-service component reduces dependencies on live agents in the contact center, 

improves agent efficiency, and ultimately reduces costs to the business over time. Additionally, during the 

nine month period ending September 2023, we completed the rollout of our new proprietary ‘LEO’ user 

interface to our JAG loan management system for originations processing on the MoneyKey and CreditFresh 

programs; this next generation UI has generated efficiencies and process improvements as well as reducing 

the time to productivity of new contact center agents. 

We have made significant advances in these areas over the past several quarters and expect to continue 

to leverage and enhance our own technology platform and other best-in-class software to drive additional 

operating efficiencies. This has contributed to a decrease in salaries, wages and benefits as a percentage of 

revenue in the three month period ending September 30, 2023 and nine month period ending September 30, 

2023 as compared to the same periods in 2022.  

We further note that the Company has been building up its operating infrastructure, including additional 

corporate hires and increasing time allocation from existing corporate employees, to develop and establish 

the significant new business initiatives that have just recently been launched. These include the recently 

launched Lending-as-a-Service (LaaS) partnership with Pathward, N.A. and the recent launch into the 

Canadian market. See the “Business Overview” section for additional detail. The Company has incurred 

significant operating costs and salaries, wages, and benefits expense during the nine month period ending 

September 30, 2023 that were related to these two major initiatives. We expect significant economic benefit 

from these two programs as they scale into the future. Removing the costs attributable to these new programs, 

the existing CreditFresh and MoneyKey business, and Propel as a whole, would be more profitable and we 

would have experienced and demonstrated further operating leverage and cost efficiencies relating to salaries, 

wages, and benefits as it relates to growth in revenue and balances in our established lines of business. 
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General and administrative expense 

General and administrative expenses (“G&A”) increased nominally by 4% to $2.1 million for the three 

months ended September 30, 2023, compared to $2.0 million over the corresponding quarter in 2022 and by 

3% to $6.2 million for the nine months ended September 30, 2023, compared to $6.1 million over the 

corresponding period in 2022. This relatively slight increase came primarily as a result of the overall growth 

in our business and infrastructure and considering the substantial growth in the business overall, we view the 

relatively modest increase in G&A as a significant achievement from a cost management perspective. Our 

G&A as a percentage of revenue decreased to 2.6% in Q3 2023 as compared to 3.4% in the prior period and 

decreased to 2.8% for the nine months ended September 30, 2023 as compared to 3.7% for the comparable 

period. As discussed in prior periods, in order to support and enable the balance growth and significant volume 

detailed above as well as support the increases in personnel, we had made some investments in our 

infrastructure and increased our G&A expenses in a couple of areas over the periods leading up to Q2 2023. 

As an example, we put in place additional infrastructure in the contact center that led to notable improvements 

in customer experience and significant efficiencies to our contact center operations. The rollout of our ‘LEO’ 

UI (mentioned above), the expansion of the digital interaction channels (webchat, SMS) and additional 

computer telephony integrations (CTI) enhancements are specific examples of these. We expect substantial 

operating leverage to continue moving forward as the infrastructure we built over the years positions us well 

for considerable continued growth in revenue and balances across existing and new business programs 

moving forward. Furthermore, as detailed in the “salaries, wages and benefits” section above, we incurred 

some additional G&A expenses relating to developing and establishing the significant new business initiatives 

that have recently launched.   

Processing and technology 

Processing and technology costs increased by 21% to $3.1 million for the three months ended September 

30, 2023, compared to $2.6 million for the same three-month period in 2022 and increased by 6% to $7.9 

million for the nine months ended September 30, 2023, compared to $7.5 million over the corresponding 

period in 2022. The increase in processing and technology expense for the three months and nine months 

ended September 30, 2023 was primarily due to the growth in our Total Originations Funded1 and 

consequently our Ending Combined Loan and Advance Balances1 discussed above. Processing and 

technology expenses are predominantly variable costs associated with originating and servicing loans 

facilitated through the Propel platform. The 21% increase in processing and technology costs during the three 

months ended September 30 2023 compared to 2022 relative to the 44% year-over-year growth in our Ending 

Combined Loan and Advance Balances1 also reflects the scalability and operating leverage inherent in our 

model. Processing and technology costs include fees paid to our Bank Partners (see ‘Key Components of 

Results of Operations’ above).  

Interest and fees on credit facilities, and lease liabilities 

Total interest expense (per the table below) increased by 115% to $6.0 million for the three months ended 

September 30, 2023, compared to $2.8 million for the same three-month period in 2022 and by 170% to $16.3 

million for the nine months ended September 30, 2023, compared to $6.0 million over the corresponding 

period in 2022. The increase in total interest expense came as a result of our increased usage of our credit 

facilities and from the rising interest rate environment. Our average daily facility outstanding (per the table 

below) increased by 63% to $168.1 million for the three months ended September 30, 2023 as compared to 

$103.0 million for the three months ended September 30, 2022. Our average daily facility outstanding 

increased by 97% to $155.8 million in the nine months ended September 30, 2023 as compared to $79.1 

million in the nine months ended September 30, 2022. This increase in the average daily facility outstanding 

was used to fund the increase in loans and advances receivable. For the three months ended September 30, 

2023, the interest rate on our credit facilities increased primarily as a result of the rising interest rate 

environment further detailed below. The average effective interest rate on the Company’s credit facilities 

(which include other facility related fees) increased to 13.7% in the three months ended September 30, 2023 

as compared to 10.5% in the three months ended September 30, 2022 and increased to 13.4% in the nine 

months ended September 30, 2023 as compared to 9.7% in the nine months ended September 30, 2022.  
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The increase in the average effective interest rate on the Company’s credit facilities for the three months 

ended September 30, 2023 came as a result of continued tightening monetary policy reflected by interest rate 

hikes by the US Federal Reserve. Our credit facility rates have a variable component that has historically been 

tied to either LIBOR, 3-month Term SOFR, and/or US Prime (see “Liquidity and Capital Resources – Credit 

Facilities” for further detail). Such variable component contains a rate floor of 1% for 3-month LIBOR, a rate 

floor of 1.75% for 3-month Term SOFR and 3.25% for US Prime. Considering the Fed rate increases have 

gradually driven 3-month LIBOR to 5.66%, 3-month Term SOFR to 5.39%, and US Prime to 8.50% by 

September 30, 2023, this has caused our credit facility borrowing rates to increase and it is possible that they 

may climb further in the coming quarters. With the strong commitment from the Federal Reserve to curb 

inflation, there could be further interest rate increases expected ahead which will, in turn, impact our 

borrowing costs although we believe that we are near the top of the cycle. This also includes potential further 

interest rate increases by the Bank of Canada which would impact our recently established credit facility to 

fund Fora in Canada. The current levels of interest rates and expectations of further increases are built into 

our 2023 outlook and although not desirable, borrowing costs would need to rise significantly above 

forecasted levels before having a material impact to the profitability of our business. Furthermore, we are 

committed to prudently managing our cash and credit facility usage in order to offset some of the increasing 

cost pressure. Finally, if interest rates come down eventually, this will naturally be a tailwind for the business 

and expand profitability.  

As at September 30, 2023, the debt-to-equity ratio for the Company was 1.83/1. With the sizable credit 

available under the debt facilities including the undrawn Fora credit facility and the upsized CreditFresh credit 

facility, the facilities structure from an advance rate perspective, and the relatively low debt to equity ratio 

carried by the Company, we believe we are in a strong position to continue to significantly grow our loans 

and advances receivable. See “Liquidity and Capital Resources” for further detail on the structure and credit 

availability under our credit facilities.  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

(1) This includes the amortization of transaction costs capitalized as part of the new CreditFresh revolving credit facility that closed on February 

23, 2023. See “Liquidity and Capital Resources” below. 

 Three Months Ended September 30,  

 2023 2022 Period over period change 

(US$ other than percentages)    Amount     Amount 

      

Amount Percentage 

Effective interest on credit facilities. .  5,778,222 2,714,756 3,063,466 113% 

Average daily facility outstanding. . .  168,119,565 102,967,717 65,151,848 63% 

Average effective interest rate on credit 

facilities . . . . . . . . . . . . . . . . . . 
13.7% 10.5%   

Other credit facility costs(1). . . . . . . . . . 165,677 - 165,677 100% 

Other Interest (lease) . . . . . . . . . . . . . 86,260 92,240 (5,980) (6%) 

Total Interest Expense. . . . . . . . . . . .  6,030,159 2,806,996 3,223,163 115% 

     

 Nine Months Ended September 30,  

 2023 2022 Period over period change 

(US$ other than percentages)    Amount     Amount 

      

Amount Percentage 

Effective interest on credit facilities. .  15,624,098 5,737,791 9,886,307 172% 

Average daily facility outstanding. . .  155,758,242 79,139,560 76,618,681 97% 

Average effective interest rate on credit 

facilities . . . . . . . . . . . . . . . . . . 
13.4% 9.7%   

Other credit facility costs(1). . . . . . . . . .  386,579 - 386,579 100%  

Other Interest (lease) . . . . . . . . . . . . . 252,485 292,845 (40,360) (14%) 

Total Interest Expense. . . . . . . . . . . .  16,263,162 6,030,636 10,232,526 170% 
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Net income 

Net income increased by 47% to $6.2 million for the three months ended September 30, 2023 from $4.2 

million for the same period in 2022 and increased by 91% to $19.3 million for the nine months ended 

September 30, 2023 from $10.1 million for the same period in 2022. The net income represents record 

performance for a nine-month period ending September 30, 2023. The increase in net income relative to 2022 

came primarily as a result of overall growth in revenues and balances, and effective management of the 

business including prudent operating cost, risk and financial management.  

As outlined in the sections above, Propel experienced significant growth in the three and nine months 

ended September 30, 2023 where Ending Combined Loan and Advance Balances1 increased by 44% year 

over year.  As a result, revenue grew by 39% and 34% respectively for the three and nine months ended 

September 30, 2023.  Such growth was driven by the expansion of existing operations including the (i) scaling 

of the three Bank Programs across the 27 states where the CreditFresh and MoneyKey brands are active, (ii) 

increasing marketing reach through marketing partner relationships and strategies established over the recent 

years, (iii) increased new customer origination volume as described in the sections above, (iv) continued 

expansion across and up the consumer credit risk spectrum through the roll-out of lower fee products across 

the platform enabling us and our partners to provide credit to consumers who were not targeted previously, 

and (v) graduation and variable pricing capabilities launched in late Q3 2021. Finally, the above growth was 

also driven by continued strong demand for credit given the macroeconomic environment, the continued shift 

from brick and mortar to online lending, and tightening across the credit supply chain which has increased 

application volume and quality across our platform. See “Loans and advances receivable” for further detail 

and drivers.  

In order to realize and deliver the initiatives and significant growth outlined above, we are required to 

invest in and absorb larger costs in the short-term while realizing a large portion of the revenues and economic 

benefits in the future. As such, in accordance with IFRS, we are required to take larger immediate expenses 

relating primarily to (i) the provision for loan losses and other liabilities; (ii) acquisition and data; and (iii) 

other operating expenses including salaries, wages, and benefits and G&A as we build up our infrastructure 

to support the increasing volumes and loan and advance balances. Furthermore, as outlined in the above 

sections, during the nine month period ending September 30, 2023 we also incurred additional people related 

and G&A expenses to build out infrastructure to enable the two new business development initiatives that 

have recently launched: (i) the LaaS program with Pathward N.A., and (ii) the Canadian market business 

Fora. Notwithstanding the increased cost due to the listed factors above, the business experienced significant 

increases to net income and expanding margins for the three and nine month periods ending September 30, 

2023 respectively. The substantial top-line revenue growth, strong credit performance, effective cost 

management and operating leverage led to the net income and margin expansion.  The provision for loan 

losses and other liabilities as a percentage of revenue was 52% for the three month period ended September 

30, 2023 as compared to 54% for the same period in 2022 and 50% for the nine month period ended September 

30, 2023 as compared to 53% for the same period in 2022.  See “Provision for loan losses and other liabilities” 

above for a further discussion. Total operating expenses which include acquisition and data expense, salaries, 

wages, and benefits, G&A, and processing and technology expense, when aggregated together as a percentage 

of revenue decreased to 29% for the three month period ended September 30, 2023 as compared to 30% for 

the same period in 2022 and 29% for the nine month period ended September 30, 2023 as compared to 33% 

for the same period in 2022. See all associated expense sections above for a detailed discussion of 

performance. The lower percentage of revenue reflects ongoing disciplined expense management and inherent 

operating leverage evident in the business model. As we outlined in prior periods, we expected and delivered 

substantial operating leverage in these areas considering the current infrastructure is built to enable 

considerable growth in revenue and balances. Ultimately this led to the enhancement of our profit margins 

both in absolute terms and on percentage terms. We expect these trends and results to continue moving 

forward albeit with potential quarter-to-quarter fluctuations depending on the speed of growth, possible 

investments in future business development activity, and overall macroeconomic factors. Higher interest 

rates, as an example, have been a considerable factor in driving up costs and impacting net income negatively.  
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From a macroeconomic perspective, despite the higher rate of inflation and elevated interest rates, we 

continue to observe strong employment numbers in our consumer segment and continued real wage growth. 

After observing a modest impact on increased consumer delinquencies from rising inflation in early Q2 2022, 

we have observed a downward trend through the end of Q1 2023, and strong credit performance over the 

course of Q2 and Q3 2023 that has continued into Q4 2023. While this trend is certainly influenced by strong 

employment, real wage growth, and the adjustment by consumers in the new post pandemic macroeconomic 

environment, it is also a result of the prudent underwriting posture by us and our Bank Partners driving the 

improved credit quality of the overall portfolio. Furthermore, our consumer segment demonstrated resiliency 

through COVID-19 as well as historically during periods of economic stress. Please see “Macroeconomic 

Environment and Outlook” above for additional factors influencing net income. 

 

 Three Months Ended September 30,  

(US$ other than percentages)  2023 2022 % Change 

Net Income. . . . . . . . . . . . . . . . . . . . . . . . . . . . 6,171,961 4,193,631 47% 

Net Income as % of Revenue. . . . . . . . . . . . . .  7% 7%  

Earnings per Share ($USD):    

Basic. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $0.18 $0.12 47% 

Diluted. . . . . . . . . . . . . . . . . . . . . . . . . . . . . $0.17 $0.12 42% 

Earnings per Share ($CAD):    

Basic. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $0.24 $0.16 51% 

Diluted. . . . . . . . . . . . . . . . . . . . . . . . . . . . . $0.22 $0.15 46% 

Adjusted Net Income(1). . . . . . . . . . . . . . . . . . . .  8,494,247 3,816,870 123% 

Adjusted Net Income(1) Margin. . . . . . . . . . . . .  10% 6%  

Adjusted Earnings per Share ($USD)(1)    

Basic. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .   $0.25  $0.11 123% 

Diluted. . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $0.23  $0.11 115% 

Adjusted Earnings per Share ($CAD)(1)    

Basic. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .   $0.33  $0.15 129% 

Diluted. . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $0.31  $0.14 121% 

EBITDA(1). . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 15,560,341 9,260,694 68% 

EBITDA Margin(1). . . . . . . . . . . . . . . . . . . . . . . 19% 16%  

Adjusted EBITDA(1). . . . . . . . . . . . . . . . . . . . . . 18,656,723 8,752,929 113% 

Adjusted EBITDA Margin(1). . . . . . . . . . . . . . . . 22% 15%  
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 Nine Months Ended September 30,  

(US$ other than percentages)  2023 2022 % Change 

Net Income. . . . . . . . . . . . . . . . . . . . . . . . . . . . 19,292,237 10,083,262 91% 

Net Income as % of Revenue. . . . . . . . . . . . . .  9% 6%  

Earnings per Share ($USD):    

Basic. . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $0.56  $0.29 91% 

Diluted. . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $0.53  $0.28 86% 

Earnings per Share ($CAD):    

Basic. . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $0.76  $0.38 101% 

Diluted. . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $0.71  $0.36 95% 

Adjusted Net Income(1). . . . . . . . . . . . . . . . . . . .  25,428,386 13,699,292 86% 

Adjusted Net Income(1) Margin. . . . . . . . . . . . .  12% 8%  

Adjusted Earnings per Share ($USD)(1)    

Basic. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .   $0.74  $0.40 86% 

Diluted. . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $0.69  $0.39 77% 

Adjusted Earnings per Share ($CAD)(1)    

Basic. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .   $1.00  $0.51 95% 

Diluted. . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $0.93  $0.50 86% 

EBITDA(1). . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 45,727,879 22,073,214 107% 

EBITDA Margin(1). . . . . . . . . . . . . . . . . . . . . . . 21% 13%  

Adjusted EBITDA(1). . . . . . . . . . . . . . . . . . . . . . 53,909,412 26,997,819 100% 

Adjusted EBITDA Margin(1). . . . . . . . . . . . . . . . 24% 16%  

 

Note: 

1. See “Non-IFRS Financial Measures and Industry Metrics”. 

 

Adjusted Net Income 

Adjusted Net Income1 increased by 123% to $8.5 million for the three months ended September 30, 2023 

from $3.8 million for the same period in 2022 and increased by 86% to $25.4 million for the nine months 

ended September 30, 2023 from $13.7 million for the same period in 2022. The Adjusted Net Income1 

represents record performance for a nine-month period ending September 30, 2023.  

 Adjusted Net Income1 removes the effects of non-cash estimated credit loss provisions that are required 

under IFRS to be recorded against balances that are otherwise in good standing (see “Critical Accounting 

Policies and Estimates — Loans and advances receivable” in this MD&A). As a result, in periods of 

significant growth where we record estimated loan losses on new originations without any corresponding 

income, our margins can appear artificially decreased and do not reflect the actual credit performance of the 

portfolio and the overall financial performance of the business. On the other hand, in periods where loan 

balances contract, the opposite may hold true. Making this adjustment for the three month and nine month 

periods ended September 30, 2023 reflects the growth, particularly in Stage 1 loan and advance balances, in 

the period, and results in a higher Adjusted Net Income1 relative to net income (see “Reconciliation of Non-

IFRS measures” in this MD&A). Management believes Adjusted Net Income1 is a truer reflection of business 

performance for the respective period. Notwithstanding the above, Adjusted Net Income1 is impacted by 

similar dynamics and factors as those driving net income and, as such, both measures increased during the 

three month and nine month period ending September 30, 2023 when compared to the same periods last year.  
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EBITDA1 

EBITDA1 increased by 68% to $15.6 million for the three months ended September 30, 2023, from $9.3 

million for the same period in 2022 and increased by 107% to $45.7 million for the nine months ended 

September 30, 2023, from $22.1 million for the same period in 2022. The EBITDA represents record 

performance for a nine-month period ending September 30, 2023. The movements in EBITDA1 can be 

explained by similar dynamics and factors as those driving net income (see above). 

 

Adjusted EBITDA1 

Adjusted EBITDA1 increased by 113% to $18.7 million for the three months ended September 30, 2023 

from $8.8 million for the same period in 2022 and increased by 100% to $53.9 million for the nine months 

ended September 30, 2023 from $27.0 million for the same period in 2022. The Adjusted EBITDA1 represents 

record performance for a quarter and a nine-month period ending September 30, 2023. Adjusted EBITDA1 

removes the effects of non-cash estimated credit loss provisions that are required under IFRS to be recorded 

against balances that are otherwise in good standing (see “Critical Accounting Policies and Estimates — 

Loans and advances receivable” in this MD&A). As a result, in periods of significant growth where we record 

estimated loan losses on new originations without any corresponding income, our margins can appear 

artificially decreased and do not reflect the actual credit performance of the portfolio and the overall financial 

performance of the business. On the other hand, in periods where loan balances contract, the opposite may 

hold true. Such adjustments relating to the non-cash expected credit loss provisions recorded on good standing 

balances are consistent with the adjustments made to Adjusted Net Income1 albeit on a pre-tax basis.  

Therefore, see “Adjusted Net Income” above for a discussion of how such adjustments impacted the three- 

month and nine- month periods ending September 30, 2023. Furthermore, see “Reconciliation of Non-IFRS 

measures” in this MD&A. Management believes Adjusted EBITDA1 is a truer reflection of business 

performance over the respective periods. Notwithstanding the above, Adjusted EBITDA1 is impacted by 

similar dynamics and factors as those driving net income, EBITDA1 and Adjusted Net Income1 and, as such, 

both measures increased in the three months and nine months ending September 30, 2023 as compared to the 

same period last year.  

 

Note: 

1. See “Non-IFRS Financial Measures and Industry Metrics”. 
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Reconciliation of Non-IFRS Financial Measures 

The following table provides a reconciliation of our net income to EBITDA2 and to Adjusted EBITDA2 

for the three- and nine-month periods ending September 30, 2023 and September 30, 2022: 

 

 

Note: 

(1) Provision included for (i) loan losses on good standing current principal (Stage 1 — Performing) balances (see “Critical 

Accounting Policies and Estimates — Loans and advances receivable” in this MD&A). 

(2) See “Non-IFRS Financial Measures and Industry Metrics”. 

 

  

 Three Months Ended September 30, Nine Months Ended September 30, 

 2023 2022 2023 2022 

(US$ other than percentages)     

Net Income. . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  6,171,961 4,193,631 19,292,237 10,083,262 

Interest and fees on credit facilities . . .  . . . . . . .  5,943,899 2,714,756 16,010,677 5,737,791 

Interest expense on lease liabilities. . . . . . . . . . .  86,260 92,240 252,485 292,845 

Amortization of internally developed software .  835,343 607,419 2,436,003 1,804,475 

Depreciation of property and equipment . .. . . . .  50,186 44,844 145,700 111,657 

Amortization of right-of-use assets. . . . . . . . . . . 191,001 149,187 515,164 463,649 

Income Tax Expense (Recovery) . . . . . . . . . . . .  2,281,691 1,458,617 7,075,613 3,579,535 

EBITDA(2) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  15,560,341 9,260,694 45,727,879 22,073,214 

EBITDA(2) Margin .  . . . . . . . . . . . . . . . . . . . . . .  19% 16% 21% 13%% 

Provision for credit losses on current  

status accounts(1) . . . . . . . . .  . . . . . . . .. . . . . . . .  
2,769,749 1,023,894 5,461,937 5,203,747 

Provisions for CSO Guarantee liabilities and  

Bank Service Program liabilities. . . . . . . . . . . . .  
326,633 (1,531,659) 2,719,596 (279,142) 

Adjusted EBITDA (2)  . . . . . . . . . . . . . . . . . . . . .  18,656,723 8,752,929 53,909,412 26,997,819 

Adj. EBITDA(2) Margin . . . . . . . . . . . . . . . . . . .  22% 15% 24% 16% 



  

39 

 

 

The following table provides a reconciliation of our Net Income to Adjusted Net Income1, and Earnings 

Per Share to Adjusted Earnings Per Share1, for the three- and nine-month periods ending September 30, 2023 

and September 30, 2022: 

  

 Three Months Ended September 30, Nine Months Ended September 30, 

 2023 2022 2023 2022 

(US$ other than percentages)     

Net Income . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  6,171,961 4,193,631 19,292,237 10,083,262 

Provision for credit losses on current status 

accounts net of taxes(2) . . . . . . . . . . . . . . . . . . . .  
2,077,312 759,730 4,096,453 3,831,921 

Provisions for CSO Guarantee liabilities and 

Bank Service Program liabilities net of taxes(2) .  
244,975 (1,136,491) 2,039,697 (215,890) 

Adjusted Net Income . . . . . . . . . . . . . . . . . . . . .  8,494,247 3,816,870 25,428,386 13,699,292 

Adjusted Net Income Margin . . . . . . . . . . . . . . .  10% 6% 12% 8% 

     

Weighted average number of Shares 

outstanding: 
    

Basic . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .   34,325,320  34,325,120  34,325,320  34,325,120 

Diluted . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  36,835,242 35,642,370 36,739,656 35,554,759 

     

Earnings per Share ($USD):     

Basic . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .   $0.18 $0.12  $0.56 $0.29 

Diluted . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .   $0.17  $0.12  $0.53  $0.28 

     

Earnings per Share ($CAD):     

Basic . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .   $0.24 $0.16  $0.76 $0.38 

Diluted . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .   $0.22  $0.15  $0.71  $0.36 

     

Adjusted Earnings per Share ($USD):     

Basic . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .   $0.25  $0.11  $0.74  $0.40 

Diluted . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .   $0.23  $0.11  $0.69  $0.39 

     

Adjusted Earnings per Share ($CAD):     

Basic . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .   $0.33 $0.15  $1.00  $0.51 

Diluted . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .   $0.31  $0.14  $0.93  $0.50 

     

Note:     

(1) See “Non-IFRS Financial Measures and Industry Metrics”. 

(2) Each item is adjusted for after-tax impact, at an effective tax rate of 25.0% for the three months and nine months ended September 30, 2023 and 

26.5% for the comparative 2022 periods. 
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The following table provides a reconciliation of our Net Charge-Offs1 to provision for loan losses and 

other liabilities for the three- and nine-month periods ending September 30, 2023 and September 30, 2022: 

 

 

The following table provides a reconciliation of our Ending Combined Loan and Advance Balances1 to 

loans and advances receivable for periods ending September 30, 2023 and September 30, 2022 (See “Critical 

Accounting Policies and Estimates — Loans and advances receivable” in this MD&A): 

 

(1) See “Non-IFRS Financial Measures and Industry Metrics”. 

  

  

 Three Months Ended September 30, Nine Months Ended September 30, 

 2023 2022 2023 2022 

(US$ other than percentages)     

Charge-offs. . . . . . . . . . . . . . . . . . . . . . . . . . . . . (38,250,714) (31,916,477) (111,206,601) (81,878,195) 

Recoveries. . . . . . . . . . . . . . . . . . . . . . . . . . . . .  4,046,495 4,762,551 13,300,687 10,916,704 

Net charge-offs(1). . . . . . . . . . . . . . . . . . . . . . . . . (34,204,219) (27,153,926) (97,905,914) (70,961,491) 

Change in Provision for Loan Losses . . . . . . . . (8,291,985) (6,827,159) (8,968,384) (15,931,623) 

Provision for loan losses. . . . . . . . . . . . . . . . . . (42,496,204) (33,981,085) (106,874,298) (86,893,114) 

Movement in financial obligation(2). . . . . . . . . .  (326,633) 1,531,659 (2,719,596) 279,142 

Other lending program costs . . . . . . . . . . . . . . . (364,448) (104,079) (936,607) (651,463) 

Provision for loan losses and other liabilities. . .  (43,187,285) (32,553,505) (110,530,501) (87,265,435) 

     

Note:     

(1) See “Non-IFRS Financial Measures and Industry Metrics”. 

(2) Movement in financial obligation is equivalent to Provisions for CSO Guarantee liabilities and Bank Service Program liabilities. 

 

 As at September 30, As at Dec 31, 

 (US$ other than percentages) 2023 2022 2022 

Ending Combined Loan and Advance balances1. . . . . . . . . . . .   299,374,790  208,380,159 247,488,344 

Less: Loan and Advance balances owned by third 

party lenders pursuant to CSO program. . . . . . . . . . . . . . . . . .  
(3,288,230) (3,171,971) (2,988,636) 

Less: Loan and Advance balances owned by a NBFI 

pursuant to the MoneyKey Bank Service program. . . . . . . . . .  
(31,132,413) (20,571,558)       (21,088,522) 

Loan and Advance owned by the Company . . . . . . . . . . . . . . .   264,954,147  184,636,630 223,411,186 

Less: Allowance for Credit Losses. . . . . . . . . . . . . . . . . . . . . .  (58,812,754) (39,632,397) (49,844,370) 

Add: Fees and interest receivable. . . . . . . . . . . . . . . . . . . . . . .   25,170,297  18,304,278 19,265,893 

Add: Acquisition transaction costs . . . . . . . . . . . . . . . . . .   4,695,208  2,960,475 2,795,722 

Loans and advances receivable. . . . . . . . . . . . . . . . . . . . . . . . .   236,006,898  166,268,986 195,628,431 
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Liquidity and Capital Resources 

Overview 

Our principal uses of funds are for making loans and advances originated by Propel and/or facilitated 

through our platform as well as for operating expenses and debt service requirements. We believe that the 

capacity under our existing credit facilities, as well the earnings and cash flow generated by the business are 

sufficient to support the short to medium term growth of our Ending Combined Loan and Advance Balances1, 

our ongoing operating expenses, future dividends, and the new initiatives outlined in the sections above (see 

“Business Overview”). However, our ability to fund future Combined Loan and Advance Balances1 and our 

operating expenses depends upon, among other things, our continued ability to access debt capital at attractive 

rates, the credit quality of our Combined Loan and Advance Balances1 as well as the future growth and 

stability of our operating performance. See “Risk Factors” in the AIF for additional information. 

 

Credit Facilities 

 As at September 30, 2023 As at December 31, 2022 

  

Max Borrowing 

Base 

Amount 

Drawn 

Max Borrowing 

Base 

Amount 

Drawn 

MoneyKey Facility. . . .    6,643,602   4,650,000  6,772,131 4,650,000 

CreditFresh Facility. . .   200,133,382   168,900,000  160,000,000 144,250,000 

Fora Facility. . . .  5,872,548   -    332,597 - 

Total. . . . . . . . . . . . . . .    212,649,531   173,550,000  167,104,728 148,900,000 

 

MoneyKey Facility 

The MoneyKey Facility is secured by a general security agreement over all of the assets of the Company 

and certain of its operating subsidiaries. 

On May 12, 2022, the Company, and certain of its state-licensed, direct lending and CSO operating 

subsidiaries renewed, amended and restated the revolving credit facility (the “MoneyKey Facility”) with a 

US based syndicate of lenders party thereto from time to time. The MoneyKey Facility provides for a 

maximum borrowing of $20 million at an 85% advance rate, and interest rate of 10.2% plus the three-month 

Term SOFR per annum. We pay an unused fee of 0.75% on unborrowed amounts. The MoneyKey Facility 

matures on May 12, 2025.  

Under the terms of the MoneyKey Facility, the Company is subject to certain financial and non-financial 

covenants, including restrictions on us, and certain of our operating subsidiaries, subject to certain exceptions 

as to: indebtedness; liens; dividends or distributions on or redemptions of equity interests; material changes to 

our business; liquidations, mergers, or consolidations into any other entity; and transfers of equity interests of 

the Company or certain of its operating subsidiaries. The Company is permitted to pay dividends on its Shares 

provided that an event of default has not occurred and would not occur as a result of the payment of the 

dividend. In addition, several of the material financial covenants include tangible net worth, liquidity, and 

leverage tests. Furthermore, several material operating covenants include default and cash recovery tests. The 

Company continues to be compliant with all such covenants. 
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CreditFresh Facility 

On February 23, 2023, the Company, CreditFresh DST I and CreditFresh DST II entered into a new 

revolving credit facility with a US based syndicate of lenders party thereto from time to time (the “CreditFresh 

Facility”). The CreditFresh Facility provides for a maximum borrowing amount of $250 million at an 

advance rate of 85% and an annualized blended effective interest rate (including other facility related fees) 

of 13.1% for Q3 2023 compared to 10.0% in the same period of 2022 (based on the current prime rate and 3-

month SOFR rates; and excluding other lenders fees). The CreditFresh Facility matures on February 23, 2026. 

We pay an unused fee of 0.50% on unborrowed amounts. 

The CreditFresh Facility is secured (i) by a pledge of the beneficial interest of the Company in 

CreditFresh DST I and CreditFresh DST II and (ii) by general security over all of the assets of CreditFresh 

DST I and CreditFresh DST II. 

Under the terms of the CreditFresh Facility, the Company, CreditFresh DST I, and CreditFresh DST II 

are subject to certain financial and non-financial covenants including restrictions on us, and certain of our 

operating subsidiaries, subject to certain exceptions as to: indebtedness; liens; dividends; distributions on or 

redemptions of equity interests; material changes to our business; liquidations, mergers, or consolidations 

into any other entity; transfers of equity interests of the Company or certain of its operating subsidiaries; 

minimum equity and liquidity; and leverage. The Company is permitted to pay dividends on its Shares 

provided that an event of default has not occurred and would not occur as a result of the payment of the 

dividend. In addition, several of the material financial covenants include tangible net worth, liquidity, and 

leverage tests. Furthermore, several material operating covenants include default and cash recovery tests. The 

Company continues to be compliant with all such covenants. 

 

 Fora Credit Facility 

 On November 11, 2022, the Company and one of its subsidiaries entered into a revolving credit facility 

with US and Canadian based lenders party thereto from time to time (the “Fora Credit Facility”). The Fora 

Credit Facility provides for a maximum borrowing amount of approximately C$26 million through a 

Canadian dollar loan facility and a US dollar loan facility. The Fora Credit Facility matures on November 30, 

2025. We pay an unused fee of 0.50% on unborrowed amounts. 

 The Fora Credit Facility is secured by a general security agreement over all of the assets of the Fora 

Credit as well as a general security agreement over all of the assets of the Company.  

 Under the terms of the Fora Credit Facility, the Company is subject to certain financial and non-financial 

covenants, including restrictions on us, and certain of our operating subsidiaries, subject to certain exceptions 

as to: indebtedness; liens; dividends; distributions on or redemptions of equity interests; material changes to 

our business; liquidations, mergers, or consolidations into any other entity; transfers of equity interests of the 

Company or certain of its operating subsidiaries; minimum equity and liquidity; and leverage. The Company 

is permitted to pay dividends on its Shares provided that an event of default has not occurred and would not 

occur as a result of the payment of the dividend. In addition, several of the material financial covenants include 

loan credit performance, tangible net worth, liquidity, and leverage tests. Furthermore, several material 

operating covenants include default and cash recovery tests. The Company is compliant with all such 

covenants. 
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Contractual Obligations 

Our contractual obligations consist of principal repayments and interest on long-term debt, capital leases 

for office equipment, and operating leases for office equipment and facilities. During the three months ending 

September 30, 2023, the Company drew an additional $16.0 million net of repayments on our credit facilities 

to bring the total drawn amount on our existing credit facilities to $173.6 million. As of September 30, 2023, 

there were no other material changes to the contractual obligations and commitments, as disclosed in the 

December 31, 2022 MD&A. 

 

Other Commitments 

MoneyKey has certain commitments, obligations, and liabilities under both its CSO Program and its 

Bank Program. See “Off-Balance Sheet Arrangements” in this MD&A for further detail. 

Propel has the legal requirement to maintain various cash reserve balances to operate its programs 

through both brands and for payment processing with banks. Such cash reserves are reported as Restricted 

cash in the Consolidated Statement of Financial Position. 

We also enter into forward exchange contracts to hedge against currency fluctuations between the United 

States dollar and the Canadian dollar. At September 30, 2023 the Company was obligated to sell $26.0 million 

through such forward contracts. At September 30, 2022 the Company was obligated to sell $7.0 million 

through such forward contracts. 
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Cash Flows 

Analysis of cash flows for three and nine months ended September 30, 2023 compared to September 30, 2022 

Our cash flows in the applicable period are summarized in the following table for the periods indicated, 

which have been derived from our condensed interim financial statements and related notes. 

 

Operating Activities 

Net cash generated from (used in) operating activities was $(9.8 million) for the three-month period 

ended September 30, 2023, compared to $(25.0 million) for the corresponding period in 2022 and was $(9.0 

million) for the nine-month period ended September 30, 2023, compared to $(57.9 million) for the 

corresponding periods in 2022.  

The reduction in net cash used in operating activities for the three-month period ended September 30, 

2023 was driven by an increase in net income and a higher provision for loan losses (the largest item not 

affecting cash) offset modestly by a higher net additions of loans and advances receivable due to the higher 

Total Originations Funded1 (see “Results of operations” above). Furthermore, the period benefited from a net 

source of cash from changes in working capital driven predominantly from a build up of current liabilities 

and a lower increase in restricted cash relative to last year.  

 Three Months Ended September 30, Nine Months Ended September 30, 

 2023 2022 2023 2022 

(US$ other than percentages)      
    

Net income . . . . . . . . . . . . . . . . . . . . . .  6,171,961  4,193,631  19,292,237  10,083,262 

Items not affecting cash . . . . . . . . . . . .   44,685,188  36,332,580  115,751,810  95,213,233 

Net additions of loans and advances receivable  

and principal recoveries . . . . . . . . . . . . 
 (61,593,748) (59,595,564)  (145,353,282) (149,067,525) 

Changes in working capital and other .  901,415  (5,941,738)  1,264,269  (14,130,665) 

Net cash from (used in) operating activities . .  (9,835,184) (25,011,091)  (9,044,966) (57,901,695) 

     

Cash flows from (used in) financing activities     

Advances from credit facilities . . . . . . . 16,000,000 31,405,000  28,150,000  75,805,000 

Payments on credit facilities . . . . . . . . .   - (2,100,000)  (3,500,000) (6,600,000) 

Transaction costs on credit facilities . . .   -  -  (2,009,879) - 

Payments on lease liabilities . . . . . . . . .   (291,890) (236,100)  (802,024) (726,487) 

Dividends paid  . . . . . . . . . . . . . . . . . . .   (2,514,003) (2,484,108)  (7,469,803) (7,626,807) 

Proceeds from shares issued . . . . . . . . .   -    -  -    - 

Proceeds from options exercised  . . . . .   -    -  -    - 

Net cash from (used in) financing activities . .  13,194,107 26,584,792 14,368,294 60,851,706 

     

Cash flows from (used in) investing activities     

Purchases of property and equipment .   (53,292) (53,349)  (76,161) (160,993) 

Cost of internally generated intangible assets  . .   (1,329,230) (1,329,551)  (3,841,221) (3,701,737) 

Net cash from (used in) investing activities . .   (1,382,522) (1,382,900)  (3,917,382) (3,862,730) 

     

Net change in cash . . . . . . . . . . . . . . .   1,976,401  190,801  1,405,946  (912,719) 

Cash, beginning of period  . . . . . . . . .   7,088,382  6,135,241  7,658,837  7,238,761 

Cash, end of period  . . . . . . . . . . . .  9,064,783  6,326,042  9,064,783  6,326,042 
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The reduction in net cash used in operating activities for the nine-month period ended September 30, 

2023 was driven by similar factors including an increase in net income and a higher provision for loan losses 

in addition to lower net additions of loans and advances receivable for the period relative to last year (see 

“Results of operations” above). Furthermore, consistent with the three-month period, the nine-month period 

ended September 30, 2023 benefited from a net source of cash from changes in working capital driven 

predominantly from a build up of current liabilities.  

We do note that net additions of loans and advances receivable is the single largest driver of the overall 

net cash from (used in) operating activities and significant financing capital is required to continue growing 

these balances.  Management believes an alternate view more useful to the reader may be to reclassify net 

additions of loans and advances receivable and principal recoveries from operating activities to investing 

activities and deduct actual Net Charge-Offs1 may provide a more accurate view of the cash generated from 

the Company’s operating activities.  

Financing Activities 

Net cash generated (used in) from financing activities was $13.2 million for the three-month period ended 

September 30, 2023, compared to $26.6 million for the corresponding period in 2022 and was $14.4 million 

for the nine month period ended September 30, 2023, compared to $60.9 million for the corresponding periods 

in 2022. The decrease for the three-month and nine-month periods ended September 30, 2023 came as a result 

of the lower net advances from credit facilities that was required for both periods due to the lower net cash 

used in operating activities described above.  The nine-month period ended September 30, 2023 was also 

impacted by a one-time transaction expense of $2.0 million relating to the upsized CreditFresh debt facility 

that closed in February 2023.  

Investing Activities 

Net cash from (used in) investing activities was $(1.4 million) for the three-month period ended 

September 30, 2023, compared to $(1.4 million) for the corresponding period in 2022 and was $(3.9 million) 

for the nine-month period ended September 30, 2023, compared to $(3.9 million) for the corresponding 

periods in 2022. The three-month period ended September 30, 2023 was approximately the same as the 

comparable period in 2022 and the nine-month period ended September 30, 2023 represented a modest 

increase over the comparable period in 2022. The company continues to make consistent investments in 

internally generated intangible assets which are comprised of our proprietary loan management system and 

AI powered underwriting technology platform, which is approved by our Bank Partners. Continued 

investments in our technology platform enable us to expand product and service offerings, integrate with new 

partners including banks, marketing and data partners, improve our machine learning underwriting 

capabilities, optimize the online customer experience, and increase automation and ease-of-use of customer 

service agent activities in our proprietary loan management system, amongst other things. Furthermore, such 

investments contributed to the build-out infrastructure to enable the launch of new initiatives including Fora 

which launched in Q4 2022 and the Lending-as-a-Service (LaaS) program with Pathward that recently 

launched in Q2 2023. Finally, these continued investments, amongst other factors, ultimately contribute to 

the efficient people and operating cost management results that the business has achieved. 
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Off-Balance Sheet Arrangements 

Through our MoneyKey brand, we provide services related to unaffiliated third-party lenders’ consumer 

loan products as a state-licensed CAB and CSO in the state of Texas. These services include arranging loans, 

assisting in the preparation of loan applications and documents, and providing guarantees of consumer loan 

payment obligations to the unaffiliated third-party lenders in the event that the customer defaults on their loan 

payments. In addition, we provide loan servicing over the duration of the loan. A borrower who obtains a loan 

through the CSO program pays MoneyKey a fee for the services (the “CSO Fee”), which includes the 

guarantee to the third-party lender of the repayment of the borrower’s loan. Once the loan is originated and 

the guarantee is provided, the Company sets up a reserve with the lender (as a percentage of the outstanding 

loan amount) which is reported as restricted cash in our consolidated statement of financial position. We 

estimate a liability for losses associated with the guarantee provided to the lender (the “CSO Guarantee 

Liability”) using a similar ECL methodology to the allowance for credit losses on our loans and advances 

receivable. The loan products provided under this program are Installment loans. 

In addition, through our MoneyKey brand, we provide services to an NBFI which has a program 

agreement with a Bank Partner to whom it provides services, some of which have been outsourced to 

MoneyKey, including marketing, analytics, and loan servicing services. The Bank Partner offers unsecured 

Lines of Credit to borrowers in which the NBFI purchases an economic interest in the advances on those 

Lines of Credit. Under the program, the Company has an agreement to purchase balances originated through 

this program should the accounts default or become non-performing loans and are presented for sale. Once 

the economic interest is purchased from the Bank Partner by the NBFI, the Company sets up a reserve with 

the NBFI (as a percentage of the outstanding advance amount) which is reported as restricted cash in our 

consolidated statement of financial position. We also estimate a liability (the “Bank Service Program 

Liability”) for losses associated with the purchase of defaulted loans from the NBFI using a similar ECL 

methodology to the allowance for credit losses on our loans and advances receivable. 

 

   

Nine months ended September 30, 

 (US$ other than percentages)  2023 2022 

CSO Program Products (MoneyKey)     

Fees from CSO program and Other revenue . . . . . . . . . . . . . . . . . . .    6,810,029  8,697,973 

Loans and advances receivable (On Balance Sheet)   . . . . . . . . . . .    2,020,603  1,521,412 

CSO Guarantee Liability  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .    488,581  430,907 

CSO Obligation. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .    1,811,858  1,692,827 

Installment loan borrower balances (Off Balance Sheet) . . . . . . . . .    3,288,230  3,171,971 

Reserve balances (Reflected in Company's Restricted cash) .  . . . . .    1,962,496  1,863,839 

     

Bank Service Program Advances (MoneyKey)    

Fees from Bank Service Program and Other revenue. . . . . . . . . .  .   29,901,810   24,392,594  

Loans and advances receivable (On Balance Sheet) . . . . . . . . . . . .    5,492,506  2,567,275 

Bank Service Program Guarantee Liability. . . . . . . . . . . . . . . . . . . .   7,463,695  4,842,938 

Bank Service Program Obligation . . . . . . . . . . . . . . . . . . . . . . . . . .    282,629  654,604 

Line of credit borrower balances (Off Balance Sheet) . . . . . . . . . . .    31,132,413  20,571,559 

Reserve balances (Reflected in Company's Restricted cash) . . . . . .    6,234,596  4,164,365 

Risks and Uncertainties 

We are exposed to a variety of financial risks and uncertainties in the normal course of operations 

including credit risk, industry risk, liquidity risk, interest rate risks, and exchange rate risk. See “Risk Factors” 

in the AIF for a more detailed discussion of risks we may face. 
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Our overall risk management program and business practices seek to minimize any potential adverse 

effects on our consolidated financial performance. Risk management is carried out under practices approved 

by our Board. This includes identifying, evaluating, and hedging financial risks based on our requirements. 

Our Board provides guidance for overall risk management, covering many areas of risk. 

Credit risk 

Credit risk is the risk of financial loss to the Company if a customer or counterparty to a financial 

instrument fails to meet its contractual obligations, and arises principally from the Company’s cash, restricted 

cash, and loans and advances receivable. The maximum amount of credit risk exposure is limited to the 

carrying amounts of these balances. Cash is maintained with Canadian and US financial institutions. Deposits 

held with banks may exceed the amount of federal insurance provided on such deposits. Unless otherwise 

disclosed, these deposits may be redeemed upon demand and are maintained with financial institutions of 

reputable credit and therefore bear minimal credit risk. In relation to loans and advances receivable, the 

Company closely monitors its customer default rate and overall recovery per dollar loaned, adjusts its lending 

terms and policies as deemed necessary and establishes an allowance for credit losses. 

The Company has a concentration of credit risk because substantially all of its loans and advances 

receivable balance is comprised of unsecured small dollar, high interest/financing fee advances and loans to US 

and Canadian customers with higher credit risk characteristics. 

Industry risk 

The consumer lending industry within which the Company operates is subject to a number of laws and 

regulations at both the state and federal levels in the US and both the provincial and federal levels in Canada. 

Changes to these laws and regulations as well as differences in interpretation when applying them to the 

Company’s business pose a risk to the Company as the impact of these changes could have a material adverse 

impact on the Company’s asset values and overall financial results. The Company manages this risk by, 

among other things: having a robust and experienced in-house legal department and regulatory compliance 

department (comprised of lawyers, auditors and other compliance professionals) dedicated to the 

interpretation, application, monitoring and advisory activities related to applicable laws and regulations; 

undertaking robust internal analyses and developing in-house processes and systems to manage compliance 

risk; having business controls in place to manage compliance risk; employing internal and external legal 

counsel to assist in interpreting and applying new and existing laws and regulations, being an active 

participant in an industry trade organization and in identifying and monitoring upcoming changes; and by 

undergoing internal and external audits to ensure ongoing compliance with applicable requirements. 

Interest rate risk 

Interest rate risk is the risk that the value of a financial instrument might be adversely affected by a 

change in the interest rates. Changes in market interest rates may have an effect on the cash flows associated 

with some financial assets and liabilities, known as cash flow risk, and on the fair value of other financial 

assets or liabilities, known as price risk. 

The Company is exposed to interest rate cash flow risk on its credit facilities as they bear interest at a 

fixed rate plus 3-month Term SOFR per annum. As of September 30, 2023, and December 31, 2022, we are 

exposed to interest rate risk on our credit facility balance of $173.6 and $148.9 million respectively. 

 Changes in the 3-month Term SOFR rates may impact our cost of borrowing and any subsequent changes 

to our credit facility may increase our interest rate risk. 
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Liquidity risk 

Liquidity risk is the risk that the Company will encounter difficulty in meeting obligations associated 

with financial liabilities or will not have sufficient funds to issue loans and/or advances to its customers. The 

Company is exposed to liquidity risk depending on the timing of customer payments, customer default rates 

and the availability of third-party financing. The Company manages its liquidity risk by closely monitoring its 

available cash on hand, available financing and expected collection rates and timing to ensure it has sufficient 

cash to meet its financial obligations as they come due and provide loans and advances to customers when 

requested. The Company is also obligated to purchase Bank Program advances that are offered for sale to the 

Company by both Bank Partners. The amount of Bank Program advances that were funded by the Bank 

Partners but not yet offered for sale to the Company as of September 30, 2023 was $3,626,254 (December 31, 

2022 — $3,990,109). Management has determined no provisions are required on these amounts as of the 

balance sheet date, but regularly assesses these amounts and considers whether provisions may be required in 

advance of an offer to sell. 

The Company is obligated to the following contractual maturities of undiscounted cash flows as at 

September 30, 2023: 

Foreign currency exchange risk 

Foreign currency risk is the risk that the fair value or future cash flows of a financial instrument will 

fluctuate because of changes in foreign exchange rates. The Company enters into transactions denominated in 

Canadian dollars for which the related expenses, and accounts payable balances are subject to exchange rate 

fluctuations. As at September 30, 2023 and December 31, 2022, the following items are denominated in 

Canadian dollars: 

    As at September 30, 2023     As at Dec 31, 2022 

Cash. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .   551,037  157,115 

Restricted Cash. . . . . . . . . . . . . . . . . . . . . . . . . . . . .   779,286  - 

Accounts Payable. . . . . . . . . . . . . . . . . . . . . . . . . . . .   2,196,671  747,114 

Accrued Liabilities. . . . . . . . . . . . . . . . . . . . . . . . . . .   939,871  1,451,089 

Lease Liabilities. . . . . . . . . . . . . . . . . . . . . . . . . . . . .   2,438,573  2,672,030 

To minimize foreign currency risk management enters into forward currency hedging instruments to 

exchange US dollars for Canadian dollars at a rate that is at or close to the Company’s budgeted currency rate. 

Income tax matters 

The income of the Company must be computed in accordance with Canadian and U.S. tax laws, all of 

which may be changed in a manner that could adversely affect the Company’s business, financial condition, 

or results of operation. 

  

 Carrying amount      Year 1         Year 2            Year 3 

Accounts Payable. . . . . . . . . . . . . . .  4,481,214   (4,481,214)  -    - 

Accrued Liabilities. . . . . . . . . . . . . .  22,088,494   (22,088,494)  -    - 

Amount drawn on credit facilities . .  173,550,000   -     -    (173,550,000) 

Derivative financial instruments . . .  238,506   (238,506)  -     -    

Total 200,358,214 (26,808,214)  -    (173,550,000) 
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Critical Accounting Policies and Estimates  

This MD&A uses information from our consolidated financial statements which are prepared in 

accordance with IFRS. The preparation of these consolidated financial statements in conformity with IFRS 

requires management to make estimates, judgments and assumptions that affect the application of accounting 

policies and the reported amounts of assets and liabilities at the date of the consolidated financial statements and 

the reported amounts of revenue and expenses during the period. Actual results could differ from those estimates. 

Estimates are based on management’s best knowledge of current events and actions the Company may 

undertake in the future. Estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to 

accounting estimates are recognized in the period in which the estimate is revised if the revision affects only that 

period, or in the period of the revision and future periods if the revision affects both current and future periods.   

Loans and advances receivable 

The recognition of loans and advances receivables owned by the Company and loss allowances requires 

the Company to assess credit risk and collectability. The Company considers historical trends and any available 

information indicating a customer could be experiencing liquidity problems as well as available information 

indicating a change in the status of each customer in performing this assessment. 

The Company applies the general approach for loans and advances receivable. The Company has 

determined the likely impairment loss on loans and advances receivable which have not maintained their 

contractual loan and advance repayment schedule. The expected credit losses factors in the Company’s 

portfolio and is calculated considering a variety of factors, including, but not limited to: aging, delinquency 

levels, composition and quality of the portfolio, historical data regarding collection success rate, and the 

Company’s historical charge-off and loss experience. The methodology and assumptions used in setting the 

expected credit losses are reviewed regularly in an effort to reduce any differences between loss estimates and 

actual losses experienced. 

In reference to our accounting policy note in the December 31, 2022 consolidated financial statements 

in note 3, an ECL model applies to our loans and advances receivable. The Company builds an allowance for 

credit losses irrespective of whether a loss ‘trigger’ event has occurred or not. Therefore, expected losses are 

built up against receivables that are otherwise performing as at a specific reporting date. As part of this 

application, the Company segments its loans and advances into 3 stages: 

(1) Stage 1 (Performing) — These are current and good standing loans and advances that have no 

payments in arrears. 

(2) Stage 2 (Under-performing) — These are delinquent loans and advances that have one or more 

payments in arrears. An account in this status has the potential to go back to Stage 1 if the past due 

payment is brought up to date. The length of time that an account can stay in Stage 2 (before moving 

into Stage 3) depends on the type of product offering. However, an account can generally remain in 

Stage 2 anywhere between 30 and 60 days with payments in arrears before moving to Stage 3. 

(3) Stage 3 (Non-performing) — These are defaulted loans and advances where an account has either 

(a) a certain number of payments missed, or (b) a defined period of time to remedy a missed payment 

has elapsed (depending on the product offering design) and the full amount of outstanding principal 

plus accrued fees to the date of default become due. Once an account has moved to Stage 3, it cannot 

return back to Stage 2 or Stage 1. The criteria for each loan or advance, as applicable, to move to 

Stage 3 is predefined and objective. There is no further judgment applied in determining the time 

before Stage 3 classification (beyond the product design strategy which determines when the loan 

defaults) and is deemed credit impaired. An account remains in Stage 3 for up to 60 days after which 

point it is charged-off. 
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There are no further fees charged to accounts in Stage 3 and the account is no longer cycling actively in 

our loan management system. Furthermore, the Company does not provide any additional credit to borrowers 

who are in arrears (whether Stage 2 or Stage 3). 

The above stages are further segmented at a program, product and aging level. Allowances for credit losses 

are applied to each stage by computing ECLs for each granular segment using a combination of detailed 

historical loan performance data, forward-looking indicators, and an element of management judgement. 

Additionally, the longest period of time a borrower can go between mandatory repayments is monthly, and as 

such, impairment of loans can be adequately assessed in a timely manner. For accounts in Stage 1, a 12-month 

expected credit loss is applied and for accounts in Stages 2 and 3, a lifetime expected credit loss is applied. 

During the year ended December 31, 2022, the Company recalibrated its charge-off timing from 

generally 60 to 90 days past due to 90 to 120 days past due (30 days in Stage 3 to 60 days in Stage 3) to 

provide a more accurate reflection of loan collections and recoveries (based on a reassessment of collections 

behavior of the portfolio), align more to internal operational processes around the length of time non-

performing accounts are actively worked, as well as become more consistent with financial industry peers 

and providers of credit products (i.e. credit cards and lines of credit). The change in accounting estimate has 

been treated prospectively from Q4 2022 onwards in accordance with IAS 8 - Accounting Policies, Changes 

in Accounting Estimates and Errors. The Company does not currently anticipate any further adjustments to 

its charge-off timing.  

Years of vintage performance data by granular segment provides a baseline of how much loan principal 

ends up being charged-off, net of recoveries and any proceeds from debt sales. As part of this analysis, we 

examine a combination of the number of accounts that default (probability of default), the average amount lost 

or charged-off when a default occurs (loss given default), and the expected balances at default (exposure at 

default). The product of these three elements provides us with the baseline ECL for a particular segment. This 

baseline ECL is then further analyzed through internally developed credit risk models to make quantitative 

and qualitative adjustments for risk factors that exist in the portfolio as at the reporting date but may not have 

been present in the vintage performance data.  

 

Our measurement of ECLs is also influenced by forward looking indicators which include the impact of 

macroeconomic forces on our business. With respect to the macroeconomic forces, consideration is given to 

variables such as unemployment rate, inflation rate, and wage growth, among others, that have an influence on 

our business. As part of the process, 3 forward looking scenarios are developed 1) Optimistic, 2) Neutral, 3) 

Pessimistic in consideration of each macroeconomic factor, and management judgment is applied to determine 

a probability weighted allowance for credit losses as of the reporting date. 
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The movement in these allowances for loan losses shown above are a large component that drives the 

provision for loan losses and other liabilities expense (see “Key Components of Results of Operations — 

Provision for loan losses and other liabilities” in this MD&A). 

 

 

IFRS 9 impact on provision for loan losses and other liabilities 

As outlined above, in accordance with IFRS 9 requirements, an ECL methodology applies to our loans 

and advances receivable — 12-month ECLs for Stage 1 and lifetime ECLs for Stages 2 and 3. This requires the 

Company to set-up an ECL allowance for credit losses upon acquisition of new finance receivables and 

irrespective of whether a loss ‘trigger’ event has occurred or not. Therefore, expected losses are built up against 

receivables that are otherwise performing and have no negative payment history as at a specific reporting date. 

This early recognition of future credit losses is materially different than an ‘incurred’ credit loss methodology 

and management feels is a very conservative way to account for loan losses. 

 As at September 30, As at Dec 31, 

 2023 2022 2022 

Loan and Advance balances owned by Company(1)    

Current Principal (Stage 1 - Performing)……………………...  207,236,627  146,488,151 174,573,446 

Delinquent Principal (Stage 2 - Under-Performing)…………..  31,802,510  26,819,055 23,115,393 

Default Principal (Stage 3 - Non-Performing)………………...  25,915,010  11,329,424 25,722,347 

Total …………………………………………………………..  264,954,147  184,636,630 223,411,186 

     

Allowances for Loan Losses/Expected Credit Losses………..    

Current Principal (Stage 1 - Performing)……………………..  (22,804,843) (15,321,232) (17,506,732) 

Delinquent Principal (Stage 2 - Under-Performing)………….  (15,739,318) (15,607,342) (11,980,089) 

Default Principal (Stage 3 - Non-Performing)………………..  (20,268,593) (8,703,823) (20,357,549) 

Total…………………………………………………………..  (58,812,754) (39,632,397) (49,844,370) 

     

Allowances for Loan Losses/Expected Credit Losses %...........    

Current Principal (Stage 1 - Performing)……………………... (11%) (10%) (10%) 

Delinquent Principal (Stage 2 - Under-Performing)………….. (49%) (58%) (52%) 

Default Principal (Stage 3 - Non-Performing)………………... (78%) (77%) (79%) 

Total………………………………………………………… (22%) (21%) (22%) 

     

Loan and Advance balances owned by Company net of 

Allowance…………………………………………………….. 
   

Current Principal (Stage 1 - Performing)……………………..  184,431,784  131,166,919 157,066,714 

Delinquent Principal (Stage 2 - Under-Performing)…………..  16,063,192  11,211,713 11,135,304 

Default Principal (Stage 3 - Non-Performing)………………..  5,646,417  2,625,601 5,364,798 

Total…………………………………………………………...  206,141,393  145,004,233 173,566,816 

     

Fees and interest receivable…………………………………...  25,170,297  18,304,278 19,265,893 

    

Deferred acquisition and data costs…………………………...  4,695,208  2,960,475 2,795,722 

     

Loans and advances receivable………………………………..  236,006,898  166,268,986 195,628,431 

    

Note:    

(1) See “Reconciliation of Non-IFRS financial measures — reconciliation of our Ending Combined Loan and Advance Balances to 

loans and advances receivable” 
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Under IFRS, an allowance for loan losses is required for Stage 1 representing the total expected credit 

losses over a 12-month period. Therefore, from an accounting perspective, the Company is required to take a 

material provision for loan losses and other liabilities expense today and only recognize revenue over the term 

of the product as it is earned. In periods of significant growth in loans and advances receivable a charge to 

provision for loan losses and other liabilities is required for future expected losses prior to any revenue being 

generated. Note that we are also required to set up provisions for estimated CSO Guarantee Liabilities and Bank 

Service Program liabilities that are computed using the ECL model as well (see “Key Components of 

Operations — Provision for loan losses and other liabilities”). This is included in the impact to provision for 

loan losses and other liabilities shown below. 

The approximate impact of applying this methodology can be estimated by the movement of the Stage 1 

allowance. Therefore, the impact on the Company’s provision for loan losses and other liabilities and 

consequently on EBITDA1 was approximately $3.1 million for the three-month period ended September 30, 

2023 as compared to $(0.5) million for the three-month period ended September 30, 2022 and was 

approximately $8.2 million for the nine month period ended September 30, 2023 as compared to $4.9 million 

for the nine month period ended September 30, 2022. As discussed above, the faster the origination volume 

grows, the larger the non-cash impact will be on provision for loan losses and other liabilities and consequently 

EBITDA1 as well as net income on an after-tax basis. Management has introduced an Adjusted EBITDA1 as 

well as an Adjusted Net Income1 metric in order to present supplemental financial metrics that we believe are 

more indicative of the actual portfolio credit and overall Company performance. 

 

 

Note: 

1. See “Non-IFRS Financial Measures and Industry Metrics”. 
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Note: 

(1) All line of credit advances are aged from the date the line of credit is opened, as opposed to the age of each individual draw. In most 

instances, balances are drawn, repaid, and then drawn again over the life of the line of credit. 

(2) Materially all receivables aged 360+ days are line of credit advances from lines opened for more than 360 days. Management 

believes these older aged line of credit advances in Stage 1 will continue to perform equal to or better than the younger aged Stage 1 

line of credit advances since they have demonstrated strong repayment behavior for longer, while remaining in Stage 1 (performing) 

status. Given the characteristics of the credit products offered through the Company’s platform, including a mandatory principal 

repayment component on each scheduled payment, delinquent status (Stage 2) and non-performing status (Stage 3) loans have 

historically been identified shortly after a borrower is unable to repay. In addition, if a borrower has drawn up to its credit limit, 

they will be unable to draw any further until a principal repayment is collected. If the borrower does not pay any portion of the 

mandatory scheduled payment, the full principal balance outstanding is moved to delinquent status (Stage 2). 
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Capitalization of intangible assets 

 Internally developed intangible assets consist mainly of development costs related to the development of 

software. These costs are recognized as an intangible asset when the Company can demonstrate all of the 

following: 

• the technical feasibility of completing the intangible asset so that it will be 

available for use or sale; 

• the intention to complete the intangible asset and use or sell it; 

• the ability to use or sell the intangible asset; 

• how the intangible asset will generate probable future economic benefits; 

• the availability of adequate technical, financial and other resources to complete 

the development and 

• the ability to measure reliably the expenditure attributable to the intangible asset 

during its development. 

 

Management considers all appropriate facts and circumstances in making this assessment including historical 

experience, costs and anticipated future economic conditions. Following initial recognition of the development 

expenditure as an asset, the cost model is applied requiring the asset to be carried at cost less any accumulated 

amortization and accumulated impairment losses. Amortization of the asset begins when development is complete, 

and the asset is available for use. It is amortized over the period of the expected future benefit. 

 

Future Changes in Accounting Policies 

a) New standards, interpretations and amendments adopted by the Company  

 

There were no new standards, interpretations or amendments that had a material impact to the Company’s 

consolidated financial statements. The Company has not early adopted any standard, interpretation or amendment 

that has been issued but is not yet effective. 

 

b) Standards issued but not yet effective  

 

There are no new standards issued but not yet effective as at January 1, 2023 that have a material impact to 

the Company’s consolidated financial statements. 

 

 

Related Party Transactions 

Key management personnel are those persons having the authority and responsibility for planning, directing and 

controlling activities of the entity, directly or indirectly which includes all directors of the board and corporate 

officers. 

 

Compensation expense for the Company’s key management personnel is as follows: 

 
  Nine Months Ended September 30, 

  2023 2022 

Salaries . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .   3,820,784  3,970,788 

Share-based compensation. . . . . . . . . . . . . . . .  1,033,220  520,357 

   4,854,004  4,491,145 
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Share Capital  

As of September 30, 2023, the share capital consisted of (i) an unlimited number of common shares, of 

which 34,325,320 common shares were issued and outstanding, and (ii) an unlimited number of preferred 

shares, of which none were issued and outstanding. In addition, the Company has 2,513,150 options to acquire 

common shares issued and outstanding. 

Normal Course Issuer Bid 

On September 7, 2023, the Company announced the acceptance by the Toronto Stock Exchange (“TSX”) 

of the Company’s notice of intention to proceed with a normal course issuer bid (the “NCIB”). Pursuant to 

the NCIB, the Company proposed to purchase, from time to time,  up to an aggregate of 1,716,266 common 

shares being approximately 5% of Propel’s public issued and outstanding common shares as of August 29, 

2023. As at August 29, 2023, Propel  had 34,325,320 common shares issued and outstanding, and the average 

daily trading volume for the six months prior to August 31, 2023, was 11,425. Under the NCIB, daily 

purchases will be limited to 2,856 common shares, representing 25% of the average daily trading volume, 

other than block purchase exemptions. The purchases were permitted to commence on September 11, 2023 

and will terminate on September 10, 2024, or on such earlier date as the Company may complete its purchases 

pursuant to the NCIB. Although the Company intends to purchase Shares under its NCIB, there can be no 

assurances that any such purchases will be completed. Any purchases made under the NCIB will be made by 

Propel subject to favourable market conditions at the prevailing market price at the time of acquisition through 

the facilities of the TSX and/or alternative Canadian trading systems. Purchases under the NCIB may be made 

by means of open market transactions, privately negotiated transactions or such other means as a securities 

regulatory authority may permit. In connection with the NCIB, Propel may enter into an automatic securities 

purchase plan with its designated broker, conditional on TSX review and approval. For the three month period 

ended September 30, 2023, the Company did not purchase and cancel any common shares, under the NCIB. 

Disclosure Controls & Procedures (“DCP”) and Internal Control Over Financial Reporting (“ICFR”) 

 Management is responsible for establishing and maintaining adequate DCP and ICFR, each as defined 

in National Instrument 52-109 – Certification of Disclosure in Issuers’ Annual and Interim Filings (“NI 52-

109”).  

Management, under supervision of, and with the participation of, the CEO and CFO, have designed and 

evaluated the Company’s DCP, as required in Canada by NI 52-109. Based on this evaluation, the CEO and 

CFO have concluded that the design of the system of the Company’s disclosure controls and procedures were 

effective as at September 30, 2023. Although the Company’s disclosure controls and procedures were 

designed effectively as of September 30, 2023, there can be no assurance that the Company’s disclosure 

controls and procedures will detect or uncover all failures of persons within the Company to disclose material 

information otherwise required to be set forth in the Company’s regulatory filings. 

There were no changes in the Company’s ICFR that occurred in the period ended September 30, 2023 

that have materially affected, or are reasonably likely to materially affect, the Company’s ICFR. 

Foreign exchange rates used in the USD to CAD conversion of per share amounts 

 
2023 2022 2021 

Q3 Q2 Q1 Q4 Q3 Q2 Q1 Q4 

1.3414 1.3428 1.3525 1.3578 1.3056 1.2768 1.2662 1.2603 

        

Nine months ending September 30,  

2023 2022  

1.3456 1.2829  
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Additional Information  

Additional information relating to the Company, including the Company’s AIF is available on SEDAR+ at 

www.sedarplus.ca. The Company’s Common Shares are listed for trading on the TSX under the symbol “PRL” 


