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Leon’s Furniture Limited

Management’s Responsibility for Financial Reporting

The accompanying consolidated financial statements are the responsibility of management and have been approved by the Board
of Directors.

The accompanying consolidated financial statements have been prepared by management in accordance with International
Financial Reporting Standards. Financial statements are not precise since they include certain amounts based upon estimates and
judgments. When alternative methods exist, management has chosen those it deems to be the most appropriate in the
circumstances.

Leon’s Furniture Limited/Meubles Leon Ltée (“Leon’s” or the “Company”) maintains systems of internal accounting and
administrative controls, consistent with reasonable costs. Such systems are designed to provide reasonable assurance that the
financial information is relevant and reliable and that Leon’s assets are appropriately accounted for and adequately safeguarded.

The Board of Directors is responsible for ensuring that management fulfils its responsibilities for financial reporting and is
ultimately responsible for reviewing and approving the financial statements. The Board carries out this responsibility through its
Audit Committee.

The Audit Committee is appointed by the Board and reviews these consolidated financial statements; considers the report of the
external auditors; assesses the adequacy of the internal controls of the Company; examines the fees and expenses for audit
services; and recommends to the Board the independent auditors for appointment by the shareholders. The Committee reports
its findings to the Board of Directors for consideration when approving these consolidated financial statements for issuance to
the shareholders. These consolidated financial statements have been audited by Ernst & Young LLP, the external auditors, in
accordance with Canadian generally accepted auditing standards on behalf of the shareholders. Ernst & Young has full and free
access to the Audit Committee.

Mike Walsh President and CEO Victor Diab CFO



Leon’s Furniture Limited

Independent Auditor’s Report

To the Shareholders of Leon’s Furniture Limited/Meubles Leon Ltée

Opinion

We have audited the consolidated financial statements of Leon’s Furniture Limited/Meubles Leon Ltée and its subsidiaries (the
“Group”), which comprise the consolidated statements of financial position as at December 31, 2024 and 2023, and the
consolidated statements of income, consolidated statements of comprehensive income, consolidated statements of changes in
shareholders’ equity and consolidated statements of cash flows for the years then ended, and notes to the consolidated financial
statements, including material accounting policy information.

In our opinion, the accompanying consolidated financial statements present fairly, in all material respects the consolidated
financial position of the Group as at December 31, 2024 and 2023, and its consolidated financial performance and its consolidated
cash flows for the years then ended in accordance with International Financial Reporting Standards (IFRS).

Basis for Opinion

We conducted our audit in accordance with Canadian generally accepted auditing standards. Our responsibilities under those
standards are further described in the Auditor’s Responsibilities for the Audit of the Consolidated Financial Statements section
of our report. We are independent of the Group in accordance with the ethical requirements that are relevant to our audit of
the consolidated financial statements in Canada, and we have fulfilled our other ethical responsibilities in accordance with these
requirements. We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our
opinion.

Key Audit Matter

Key audit matters are those matters that, in our professional judgment, were of most significance in the audit of the consolidated
financial statements of the current period. These matters were addressed in the context of the audit of the consolidated financial
statements as a whole, and in forming the auditor’s opinion thereon, and we do not provide a separate opinion on these matters.
For the matter below, our description of how our audit addressed the matter is provided in that context.

We have fulfilled the responsibilities described in the Auditor’s responsibilities for the audit of the consolidated financial
statements section of our report, including in relation to this matter. Accordingly, our audit included the performance of
procedures designed to respond to our assessment of the risks of material misstatement of the consolidated financial statements.
The results of our audit procedures, including the procedures performed to address the matter below, provide the basis for our
audit opinion on the accompanying consolidated financial statements.
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Key audit matter

How our audit addressed the key audit matter

Valuation of Goodwill and Indefinite Life intangibles related to The Brick acquisition

Goodwill and indefinite-life intangible assets arising from the
2013 acquisition of the Brick represent $379 million and $266
million, respectively as of December 31, 2024. The indefinite-
life intangible assets are comprised of brand name and
franchise agreements. As disclosed in Note 10 of the
consolidated financial statements, the Group allocated these
assets to the Brick division (a group of cash generating units
(“CGUs")) and assesses at least annually, or at any time if an
indicator of impairment exists, whether there has been an
impairment loss in the carrying value of these assets. When
performing impairment tests, the Group estimates the
recoverable amount of the group of CGUs to which goodwill
and indefinite-life intangible assets have been allocated using
a discounted cash flow model.

Auditing management’s annual goodwill and indefinite-life
intangibles impairment test was complex, as considerable
management judgement was required due to the significant
measurement uncertainty related to determining the
recoverable amount of the Brick division. Significant
assumptions included revenue growth rate, earnings margins
and pre-tax discount rate, which are affected by expectations
about future market and economic conditions.

To test the estimated recoverable amount of the Brick
division, our audit procedures included, among others,
assessing valuation methodology and evaluating significant
assumptions and the accuracy of underlying data used by
management in its analysis. With the assistance of our
valuation specialists, we evaluated the Group's model and
certain significant assumptions, including the pre-tax
discount rate. We assessed the selection and application of
the pre-tax discount rate by evaluating the inputs and
mathematical accuracy of the calculation with the assistance
of our valuation specialists.

We assessed the historical accuracy of management’s
estimates on cash flow projections, revenue growth rate and
earnings margins by comparing management’s past
projections to actual and historical performance. We also
compared the revenue growth rate to current industry trends
to assess the reasonableness of the revenue growth rate used
by management in its analysis. We performed sensitivity
analysis on significant assumptions, including the pre-tax
discount rate, to evaluate changes in the recoverable amount
of the Brick division that would result from changes in the
assumptions.

Other Information

Management is responsible for the other information. The other information comprises:

e Management’s Discussion and Analysis

e  The information, other than the consolidated financial statements and our auditor’s report thereon, in the Annual
Report

Our opinion on the consolidated financial statements does not cover the other information and we do not express any form of
assurance conclusion thereon.

In connection with our audit of the consolidated financial statements, our responsibility is to read the other information, and in
doing so, consider whether the other information is materially inconsistent with the consolidated financial statements or our
knowledge obtained in the audit or otherwise appears to be materially misstated.

We obtained Management’s Discussion and Analysis prior to the date of this auditor’s report. If, based on the work we have
performed, we conclude that there is a material misstatement of this other information, we are required to report that fact in this
auditor’s report. We have nothing to report in this regard.

The Annual Report is expected to be made available to us after the date of the auditor’s report. If based on the work we will
perform on this other information, we conclude there is a material misstatement of other information, we are required to report
that fact to those charged with governance.
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Responsibilities of Management and Those Charged with Governance for the Consolidated Financial Statements

Management is responsible for the preparation and fair presentation of the consolidated financial statements in accordance with
IFRS, and for such internal control as management determines is necessary to enable the preparation of consolidated financial
statements that are free from material misstatement, whether due to fraud or error.

In preparing the consolidated financial statements, management is responsible for assessing the Group’s ability to continue as a
going concern, disclosing, as applicable, matters related to going concern and using the going concern basis of accounting unless
management either intends to liquidate the Group or to cease operations, or has no realistic alternative but to do so.

Those charged with governance are responsible for overseeing the Group’s financial reporting process.

Auditor’s Responsibilities for the Audit of the Consolidated Financial Statements

Our objectives are to obtain reasonable assurance about whether the consolidated financial statements as a whole are free from
material misstatement, whether due to fraud or error, and to issue an auditor’s report that includes our opinion. Reasonable
assurance is a high level of assurance, but is not a guarantee that an audit conducted in accordance with Canadian generally
accepted auditing standards will always detect a material misstatement when it exists. Misstatements can arise from fraud or error
and are considered material if, individually or in the aggregate, they could reasonably be expected to influence the economic
decisions of users taken on the basis of these consolidated financial statements.

As part of an audit in accordance with Canadian generally accepted auditing standards, we exercise professional judgment and
maintain professional scepticism throughout the audit. We also:

° Identify and assess the risks of material misstatement of the consolidated financial statements, whether due to fraud or
error, design and perform audit procedures responsive to those risks, and obtain audit evidence that is sufficient and
appropriate to provide a basis for our opinion. The risk of not detecting a material misstatement resulting from fraud is
higher than for one resulting from error, as fraud may involve collusion, forgery, intentional omissions,
misrepresentations, or the override of internal control.

e Obtain an understanding of internal control relevant to the audit in order to design audit procedures that are appropriate
in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the Group’s internal
control.

e  Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates and related
disclosures made by management.

e Conclude on the appropriateness of management’s use of the going concern basis of accounting and, based on the audit
evidence obtained, whether a material uncertainty exists related to events or conditions that may cast significant doubt
on the Group’s ability to continue as a going concern. If we conclude that a material uncertainty exists, we are required
to draw attention in our auditor’s report to the related disclosures in the consolidated financial statements or, if such
disclosures are inadequate, to modify our opinion. Our conclusions are based on the audit evidence obtained up to the
date of our auditor’s report. However, future events or conditions may cause the Group to cease to continue as a going
concern.

. Evaluate the overall presentation, structure, and content of the consolidated financial statements, including the
disclosures, and whether the consolidated financial statements represent the underlying transactions and events in a
manner that achieves fair presentation.

e  Plan and perform the group audit to obtain sufficient appropriate audit evidence regarding the financial information of
the entities or business units within the Group as a basis for forming an opinion on the consolidated financial statements.
We are responsible for the direction, supervision and review of the work performed for the purposes of the group audit.
We remain solely responsible for our audit opinion.

We communicate with those charged with governance regarding, among other matters, the planned scope and timing of the audit
and significant audit findings, including any significant deficiencies in internal control that we identify during our audit.

We also provide those charged with governance with a statement that we have complied with relevant ethical requirements
regarding independence, and to communicate with them all relationships and other matters that may reasonably be thought to
bear on our independence, and where applicable, related safeguards.
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From the matters communicated with those charged with governance, we determine those matters that were of most significance
in the audit of the consolidated financial statements of the current period and are therefore the key audit matters. We describe
these matters in our auditor’s report unless law or regulation precludes public disclosure about the matter or when, in extremely
rare circumstances, we determine that a matter should not be communicated in our report because the adverse consequences of
doing so would reasonably be expected to outweigh the public interest benefits of such communication.

The engagement partner on the audit resulting in this independent auditor’s report is Laura Sluce.

M *%‘“j LLP

Chartered Professional Accountants
February 25, 2025 Licensed Public Accountants

Toronto, Canada



Leon’s Furniture Limited

Consolidated Statements of Financial Position

As at

(C$ in thousands) Notes December 31, 2024 December 31, 2023
Assets

Current assets

Cash and cash equivalents 5 191,238 82,744
Restricted marketable securities - 414
Debt securities 99,139 73,718
Equity securities 35,030 30,685
Trade receivables 23 185,975 197,759
Income taxes recoverable 21 1,458 7,174
Inventories 6 395,491 416,596
Deferred acquisition costs 7 13,721 13,353
Prepaid expenses and other assets 12,617 12,612
Derivative assets 23 1,545 -
Total current assets 936,214 835,055
Non-current assets

Deferred acquisition costs 7 22,778 22,632
Loan receivable 15 15,546 19,669
Property, plant and equipment and right-of-use assets 8 674,676 651,764
Investment properties 9 13,724 14,090
Intangible assets 10 270,689 271,213
Goodwill 10 390,120 390,120
Deferred income tax assets 21 16,939 17,296
Total non-current assets 1,404,472 1,386,784
Total assets 2,340,686 2,221,839
Liabilities

Current liabilities

Trade and other payables 11 298,226 282,937
Current portion of provisions 12 8,237 9,736
Income taxes payable 21 1,493 3,694
Customers' deposits 17 177,233 160,346
Current portion of lease liabilities 13 79,690 75,127
Dividends payable 16 13,639 12,246
Current portion of deferred warranty plan and insurance revenue 17 70,508 68,229
Current portion of long-term debt 14 7,500 7,500
Derivative liabilities 23 - 2,265
Total current liabilities 656,526 622,080
Non-current liabilities

Long-term debt 14 72,500 92,500
Lease liabilities 13 265,860 278,798
Deferred warranty plan and insurance revenue 17 112,987 111,178
Provisions 12 24,351 20,360
Deferred income tax liabilities 21 67,312 68,399
Total non-current liabilities 543,010 571,235
Total liabilities 1,199,536 1,193,315
Shareholders' equity

Common shares 16 167,231 164,875
Retained earnings 960,471 856,891
Accumulated other comprehensive income 13,448 6,758
Total shareholders' equity 1,141,150 1,028,524
Total liabilities and shareholders' equity 2,340,686 2,221,839

The accompanying notes are an integral part of these consolidated financial statements.



Leon’s Furniture Limited

Consolidated Statements of Income

For the Year ended

(C$ in thousands except share and per share amounts) Notes December 31, 2024 December 31, 2023
Revenue 17 2,498,545 2,454,789
Cost of sales 6 1,389,337 1,371,612
Gross profit 1,109,208 1,083,177
Selling, general and administrative expenses 917,371 897,708
Other income 20 (27,181) (16,467)
Net finance costs 19 14,437 19,458
Net income before income tax 204,581 182,478
Income tax expense 21 50,913 43,623
Net income for the year 153,668 138,855
Weighted average number of common shares outstanding 22

Basic 68,142,458 67,962,903
Diluted 68,646,568 68,654,322
Earnings per share 22

Basic $2.26 $2.04
Diluted $2.24 $2.02

Dividends declared per share

Common $0.76 $0.66
Convertible, non-voting $0.36 $0.32

The accompanying notes are an integral part of these consolidated financial statements.



Leon’s Furniture Limited

Consolidated Statements of Comprehensive Income

For the Year ended
(C$ in thousands) December 31, 2024 December 31, 2023
Net income for the year 153,668 138,855

Other comprehensive income (loss)
Item that may be reclassified subsequently to profit or loss:

Gain on debt instruments arising during the year 2,218 2,465

Reclassification adjustment for gain (loss) on disposal of debt instruments 2 (249)
Item that will not be reclassified to profit or loss:

Gain on equity instruments arising during the year 4,754 1,294
Income tax expense on the above (284) (102)
Other comprehensive income for the year 6,690 3,408
Comprehensive income for the year 160,358 142,263

The accompanying notes are an integral part of these consolidated financial statements.
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Consolidated Statements of Changes in Shareholders’ Equity

Common Accumulated other Retained
(CS$ in thousands) shares comprehensive income earnings Total
As at December 31, 2023 164,875 6,758 856,891 1,028,524
Comprehensive income
Net income for the year s = 153,668 153,668
Other comprehensive income for the year - 6,690 - 6,690
Total comprehensive income - 6,690 153,668 160,358
Transactions with shareholders
Dividends declared S - (51,793) (51,793)
Management share purchase plan [note 15] 2,061 o o 2,061
Share repurchase commitment 295 - 1,705 2,000
Total transactions with shareholders 2,356 - (50,088) (47,732)
As at December 31, 2024 167,231 13,448 960,471 1,141,150
Common Accumulated other Retained
(C$ in thousands) shares comprehensive income earnings Total
As at December 31, 2022 162,636 3,350 762,899 928,885
Comprehensive income
Net income for the year - - 138,855 138,855
Other comprehensive income for the year - 3,408 - 3,408
Total comprehensive income - 3,408 138,855 142,263
Transactions with shareholders
Dividends declared - - (44,863) (44,863)
Management share purchase plan [note 15] 2,239 - - 2,239
Total transactions with shareholders 2,239 - (44,863) (42,624)
As at December 31, 2023 164,875 6,758 856,891 1,028,524

The accompanying notes are an integral part of these consolidated financial statements.



Leon’s Furniture Limited

Consolidated Statements of Cash Flows

For the Year ended
(C$ in thousands) Notes December 31,2024 December 31, 2023
Operating activities
Net income before income tax 204,581 182,478
Add (deduct) items not involving an outlay of cash:
Depreciation of property, plant and equipment, right-of-use assets
and investment properties 105,442 106,739
Amortization of intangible assets 1,197 1,052
Amortization of deferred warranty plan revenue 17 (68,702) (63,333)
Amortization of deferred insurance revenue 17 (25,201) (24,408)
Amortization of premium (115) (117)
Net finance costs 14,437 19,458
Gain on sale of property, plant and equipment and investment properties (1,103) (85)
Gain on settlement 20 (23,371) (20,000)
Gain / (loss) on derivatives 20 (3,810) 3,533
Gain on sale of marketable securities (2) 249
Gain on management share purchase plan (1,359) (1,067)
201,994 204,499
Change in operating working capital 27 93,395 (2,630)
Cash received on warranty plan sales 72,790 71,319
Cash received on insurance sales 25,201 24,408
Income taxes paid (48,413) (44,283)
Cash provided by operating activities 344,967 253,313
Investing activities
Purchase of property, plant and equipment 8 (59,132) (42,103)
Purchase of intangible assets 10 (673) (2,524)
Proceeds on sale of property, plant and equipment and investment properties 1,364 118
Purchase of debt and equity instruments (45,137) (44,501)
Proceeds on sale of debt and equity instruments 22,873 54,304
Repayment of loan receivable 5,739 1,746
Proceeds on settlement of warrant 20 - 20,000
Interest received 7,091 7,512
Cash used in investing activities (67,875) (5,448)
Financing activities
Payment of lease liabilities 13 (77,492) (76,518)
Dividends paid (50,400) (43,475)
Decrease of employee loans-redeemable shares 2,061 2,239
Repayment of long-term debt 14 (30,000) (134,375)
Issuance of long-term debt 14 10,000 -
Interest paid (22,767) (28,119)
Cash used in financing activities (168,598) (280,248)
Net increase (decrease) in cash and cash equivalents during the year 108,494 (32,383)
Cash and cash equivalents, beginning of year 82,744 115,127
Cash and cash equivalents, end of year 191,238 82,744

The accompanying notes are an integral part of these consolidated financial statements.
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Leon’s Furniture Limited
Notes to the Consolidated Financial Statements

For the years ended December 31, 2024 and 2023
Amounts in thousands of Canadian dollars, except share amounts and earnings per share

1. Reporting Entity

Leon’s Furniture Limited (“Leon’s” or the “Company”) was incorporated by the Articles of Incorporation under the Business Corporations
Act on February 28, 1969. Leon’s is a retailer of home furnishings, mattresses, appliances and electronics across Canada. Leon’s is a public
company listed on the Toronto Stock Exchange (TSX - LNF) and is incorporated and domiciled in Canada. The address of the Company’s
head office and registered office is 45 Gordon Mackay Road, Toronto, Ontario, M9N 3X3.

The Company’s business is seasonal in nature. Retail sales are traditionally higher in the third and fourth quarters.

2. Basis of Presentation

Statement of compliance

These consolidated financial statements of the Company are prepared in accordance with International Financial Reporting
Standards (“IFRS”), as issued by the International Accounting Standards Board (“IASB”).

These consolidated financial statements were approved by the Board of Directors for issuance on Tuesday, February 25, 2025.

Basis of measurement

The consolidated financial statements have been prepared under the historical cost convention, except for investments, debt and
equity instruments, derivative instruments and the initial recognition of assets acquired and liabilities assumed in business
combinations, which are measured at fair value.

Functional and presentation currency

Items included in the consolidated financial statements are measured using the currency of the primary economic environment
in which the Company operates (the functional currency). These consolidated financial statements are presented in Canadian
dollars, which is the Company’s functional and presentation currency and is also the functional currency of each of the Company’s
subsidiaries.

Use of estimates and judgments

Management has exercised judgment in the process of applying the Company’s accounting policies. The preparation of
consolidated financial statements in accordance with IFRS requires management to make estimates and assumptions that affect
the reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at the consolidated statements of
financial position dates and the reported amounts of revenue and expenses during the reporting period. Estimates and other
judgments are continuously evaluated and are based on management’s experience and other factors, including expectations
about future events that are believed to be reasonable under the circumstances. Actual results could differ from those estimates.
The following discusses the most significant accounting judgments and estimates that the Company has made in the preparation
of the consolidated financial statements.

Consolidation and classification of joint arrangements

Assessing the Company’s ability to control or influence the relevant financial and operating policies of another entity may,
depending on the facts and circumstances, require the exercise of significant judgment to determine whether the Company
controls, jointly controls or exercises significant influence over the entity performing the work. This assessment of control impacts
how the operations of these entities are reported in the Company’s consolidated financial statements (i.e, consolidation, equity
investment or proportional share).

11



Leon’s Furniture Limited

Notes to the Consolidated Financial Statements

For the years ended December 31, 2024 and 2023

Amounts in thousands of Canadian dollars, except share amounts and earnings per share

The classification of these entities as a subsidiary, joint operation, joint venture, associate or financial instrument requires
judgment by management to analyze the various indicators that determine whether control exists. In particular, when assessing
whether a joint arrangement should be classified as either a joint operation or a joint venture, management considers the
contractual rights and obligations, voting shares, share of board members and the legal structure of the joint arrangement. Subject
to reviewing and assessing all the facts and circumstances of each joint arrangement, joint arrangements contracted through
agreements and general partnerships would generally be classified as joint operations whereas joint arrangements contracted
through corporations would be classified as joint ventures. The application of different judgments when assessing control or the
classification of joint arrangements could result in materially different presentations in the consolidated financial statements.

Extended warranty revenue recognition

The Company offers extended warranties on certain merchandise. Management has applied judgment in determining the basis
upon and period over which to recognize deferred warranty revenue.

Inventories

The Company estimates the net realizable value as the amount at which inventories are expected to be sold by taking into account
fluctuations of retail prices due to prevailing market conditions. If required, inventories are written down to net realizable value
when the cost of inventories is estimated to not be recoverable due to obsolescence, damage or declining sales prices.

Reserves for slow-moving and damaged inventory are deducted in the Company’s valuation of inventories. Management has
estimated the amount of reserve for slow-moving inventory based on the Company’s historical retail experience.

Impairment of debt instruments

The Company exercises judgment in the determination of whether there are objective indicators of impairment with respect to
its debt instruments. The Company’s review is based on an expected credit loss (“ECL”) approach that employs an analysis of
historical data, economic indicators and any past or future events that may influence the recoverability of the debt instruments
held.

Impairment of property, plant and equipment and right-of-use assets

The Company exercises judgment in the determination of cash-generating units (“CGUs”) for purposes of assessing any
impairment of property, plant and equipment and right-of-use assets, as well as in determining whether there are indicators of
impairment present. Should indicators of impairment be present, management estimates the recoverable amount of the relevant
CGU. This estimation requires assumptions about future cash flows, margins and discount rates.

Impairment of goodwill and intangible assets

The Company tests goodwill and indefinite-life intangible assets at least annually and reviews other long-lived intangible assets
for any indication that the asset might be impaired. Significant judgments are required in determining the CGUs or groups of CGUs
for purposes of assessing impairment. Significant judgments are also required in determining whether to allocate goodwill to
CGUs or groups of CGUs. When performing impairment tests, the Company estimates the recoverable amount of the CGUs or
groups of CGUs to which goodwill and indefinite-life intangible assets have been allocated using a discounted cash flow model
that requires assumptions about future cash flows, margins and discount rates.

Provisions

The Company exercises judgment in the determination of recognizing a provision. The Company recognizes a provision when it
has a present legal or constructive obligation as a result of a past event and a reliable estimate of the obligation can be made.
Significant judgments are required to be made in determining the probable outflow of resources that will be required to settle
the obligation.

Leases

Management exercises judgment in the process of applying IFRS 16, Leases (“IFRS 16”) and determining the appropriate lease
term on a lease-by-lease basis. Management considers many factors including any events that create an economic incentive to
exercise a renewal option including store performance, expected future performance and past business practice. Renewal options
are only included if management is reasonably certain that the option will be renewed.

12



Leon’s Furniture Limited
Notes to the Consolidated Financial Statements

For the years ended December 31, 2024 and 2023
Amounts in thousands of Canadian dollars, except share amounts and earnings per share

3. Summary of Material Accounting Policies

The material accounting policies used in the preparation of these consolidated financial statements are summarized below. These
accounting policies conform, in all material aspects, to IFRS.

Basis of consolidation

The financial statements consolidate the accounts of Leon’s Furniture Limited and its wholly owned subsidiaries: Murlee Holdings
Limited, Leon Holdings (1967) Limited, King and State Limited, Ablan Insurance Corporation, The Brick Ltd., The Brick Warehouse
LP, The Brick GP Ltd., United Furniture Warehouse LP, United Furniture GP Ltd., First Oceans Trading Corporation, First Oceans
Hong Kong Limited, First Oceans Shanghai Limited, Trans Global Warranty Corporation, Trans Global Life Insurance Company
(“TGLI”) and Trans Global Insurance Company (“TGI”). Subsidiaries are all those entities over which the Company has control.
Control is achieved when the Company is exposed, or has rights, to variable returns from its involvement with the investee and
has the ability to affect those returns through its power over the investee. The existence and effect of potential voting rights that
are currently exercisable or convertible and rights arising from other contractual arrangements are considered when assessing
whether the Company controls another entity. Subsidiaries are fully consolidated from the date on which control is transferred
to the Company and de-consolidated from the date that control ceases. The Company reassesses whether or not it controls an
investee if facts and circumstances indicate that there are changes to one or more of the elements of control. All inter-company
transactions and balances have been appropriately eliminated.

Business combinations

The Company applies the acquisition method in accounting for business combinations. The cost of an acquisition is measured as
the aggregate of the consideration transferred measured at the acquisition date fair value. Transaction costs that the Company
incurs in connection with a business combination are expensed in the period in which they are incurred.

Segment reporting

The Company has two operating segments, Leon’s and The Brick, both in the business of the sale of home furnishings, mattresses,
appliances and electronics in Canada. The Company’s chief operating decision maker, identified as the Chief Executive Officer,
monitors the results of operating segments for the purpose of allocating resources and assessing performance.

Leon’s and The Brick operating segments are aggregated into a single reportable segment because they show a similar long-term
economic performance (gross margin), have comparable products, customers and distribution channels, operate in the same
regulatory environment, and are steered and monitored together.

Accordingly, there is no reportable segment information to provide in these consolidated financial statements.

Foreign currency translation

Foreign currency transactions are translated into the respective functional currency of the Company’s subsidiaries using the
exchange rate at the dates of the transactions. Merchandise imported from the United States and Southeast Asia, paid for in U.S.
dollars, is recorded at its equivalent Canadian dollar value upon receipt when control passes. U.S. dollar trade payables are
translated at the year-end exchange rate. The Company is subject to gains and losses due to fluctuations in the U.S. dollar. Foreign
exchange gains and losses resulting from translation of U.S. dollar accounts payable are included in the consolidated statements
of income within cost of sales.

Any foreign exchange gains and losses on monetary debt and equity instruments are recognized in the consolidated statements
of income, and other changes in the carrying amounts are recognized in other comprehensive income. For debt and equity
instruments that are not monetary items, the gain or loss that is recognized in other comprehensive income includes any related
foreign exchange component.

13



Leon’s Furniture Limited

Notes to the Consolidated Financial Statements

For the years ended December 31, 2024 and 2023

Amounts in thousands of Canadian dollars, except share amounts and earnings per share

Financial instruments

Fair value measurement

The Company measures certain financial instruments at fair value upon initial recognition, and at each consolidated statement of
financial position date. Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly
transaction between market participants at the measurement date. The fair value measurement is based on the presumption that
the transaction to sell the asset or transfer the liability takes place either in the principal market for the asset or liability or, in the
absence of a principal market, in the most advantageous market for the asset or liability that is accessible. The fair value of an
asset or liability is measured using the assumptions that market participants would use, assuming that market participants act in
their economic best interest.

Financial assets and liabilities

A financial asset or liability is recognized if the Company becomes a party to the contractual provisions of the asset or liability. A
financial asset or liability is recognized initially (at settlement date) at its fair value plus, in the case of a financial asset or liability
not at fair value through profit or loss (“FVTPL”), transaction costs that are directly attributable to the acquisition or issue of the
instrument. Financial assets and liabilities carried at FVTPL are initially recognized at fair value and transaction costs are expensed
in the consolidated statements of income.

After initial recognition, financial assets are measured at amortized cost or fair value. Where assets are measured at fair value,
gains and losses are either recognized entirely in profit or loss (“FVTPL”) or recognized in other comprehensive income (“FVOCI”).

The Company classifies its financial assets and liabilities according to their characteristics and management's choices and
intentions related thereto for the purposes of ongoing measurement. Classifications that the Company has used for financial
assets include:

a) FVOCI - non-derivative financial assets that are either designated in this category or not classified in any other category
and include marketable securities, which consist primarily of quoted bonds, equities and debentures. These assets are
measured at fair value with the changes in FVOCI, and specifically for equity instruments, with no reclassification of
gains or losses to profit and loss on derecognition;

b) Amortized cost — non-derivative financial assets with fixed or determinable payments. This includes trade receivables,
and these are recorded at amortized cost with gains and losses recognized in profit or loss in the period that the asset
is no longer recognized or becomes impaired; and

c) FVTPL-financial assets, which are classified as FVTPL.
Classifications that the Company has used for financial liabilities include:

a) Amortized cost — non-derivative financial liabilities, including long-term debt, measured at amortized cost with gains
and losses recognized in profit or loss in the period that the liability is no longer recognized; and

b)  FVTPL —financial liabilities, which are classified as FVTPL.

Financial assets are derecognized if the Company’s contractual rights to the cash flows from the financial asset expire or if the
Company transfers the financial asset to another party without retaining control or substantially all of the risks and rewards of
ownership of the asset. Financial liabilities are derecognized once they are extinguished (i.e., when the obligation in the contract
is either discharged or cancelled or expires).

Impairment of financial assets

In accordance with IFRS 9, Financial Instruments (“IFRS 9”), the Company applies the expected credit loss model. The impairment
model applies to debt instruments measured at amortized cost or at FVOCI, as well as trade receivables, lease receivables,
contracts assets (as defined in IFRS 15, Revenue from Contracts with Customers (“IFRS 15”)), and loan commitments and financial
guarantee contracts that are not at FVTPL. It requires a credit loss to be reflected in profit and loss immediately after an asset or
receivable is acquired and subsequent changes in expected credit losses at each reporting date reflecting the change in credit risk.
The Company applies the simplified approach for trade receivables and calculates expected credit losses based on lifetime
expected credit losses.
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Derivative instruments

Financial derivative instruments in the form of interest rate swaps and foreign exchange forwards are recorded at fair value on
the consolidated statements of financial position. Fair values are based on quoted market prices where available from active
markets, otherwise fair values are estimated using valuation methodologies, primarily discounted cash flows taking into account
external market inputs. Derivative instruments are recorded in current or non-current assets and liabilities based on their
remaining terms to maturity. All changes in fair value of the derivative instruments are recorded in profit or loss.

Cash and cash equivalents

Cash and cash equivalents include cash on hand, balances with banks and short-term market investments with a remaining term
to maturity of less than 90 days from the date of purchase.

Trade receivables

Trade receivables are amounts due for goods sold in the ordinary course of business. If collection is expected in one year or less,
they are classified as current assets. Otherwise, they are presented as non-current assets.

Trade receivables are initially recognized at fair value and subsequently measured at amortized cost using the effective interest
rate method, less provision for impairment.

Inventories

Inventories are valued at the lower of cost, determined on a first-in, first-out basis, and net realizable value. The Company receives
vendor rebates on certain products based on the volume of purchases made during specified periods. The rebates are deducted
from the inventory value of goods received and are recognized as a reduction of cost of sales upon sale of the goods. Incentives
received for a direct reimbursement of costs incurred to sell the vendor's products, such as marketing and advertising funds, are
recorded as a reduction of those related costs in the consolidated statements of income, provided certain conditions are met.

Property, plant and equipment

Property, plant and equipment are initially recorded at cost. Historical cost includes expenditures that are directly attributable to
the acquisition of items. Subsequent costs are included in the asset’s carrying amount or recognized as a separate asset, as
appropriate, only when it is probable that future economic benefits associated with the asset will flow to the Company and the
cost can be measured reliably. When significant parts of an item of property, plant and equipment are required to be replaced at
intervals, the Company derecognizes the replaced part and recognizes the new part with its own associated useful life and
depreciation. Normal repair and maintenance expenditures are expensed as incurred.

Land and construction in progress are not depreciated. Depreciation on other assets is provided over the estimated useful lives
of the assets using the following annual rates:

Buildings 30 to 50 years

Equipment 3 to 30 years

Vehicles 5 to 20 years

Building improvements Over the remaining lease term

The Company allocates the amount initially recognized in respect of an item of property, plant and equipment to its significant
parts and depreciates separately each such part. Residual values, method of depreciation and useful lives of items of property,
plant and equipment are reviewed annually by the Company and adjusted, if appropriate.

Gains and losses on disposal of property, plant and equipment are determined by comparing the proceeds with the carrying
amount of the asset and are included as part of selling, general and administration expenses in the consolidated statements of
income.
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Leases

The Company as lessee

The Company determines whether a contract is or contains a lease at inception of the contract. A contract is, or contains, a lease
if the contract conveys the right to control the use of an identified asset for a period of time in exchange for consideration.

(i) Right-of-use assets

The Company recognizes a right-of-use asset and a lease liability based on the present value of future lease payments when the
lessor makes the leased asset available for use by the Company. The right-of-use asset is initially measured at cost, which
comprises the initial amount of the lease liability adjusted for any lease payments made at or before the commencement date,
plus any initial direct costs incurred and an estimate of costs to dismantle and remove the underlying asset. The right-of-use asset
is subsequently depreciated using the straight-line method from the commencement date to the earlier of the end of the useful
life of the right-of-use asset or the end of the lease term. The estimated useful lives of right-of-use assets are determined on the
same basis as those of property, plant and equipment. Right-of-use assets are subject to impairment.

(i) Lease liabilities

The Company recognizes lease liabilities measured at the present value of lease payments to be made over the lease term,
discounted using the interest rate implicit in the lease. The lease payments include fixed payments (including in-substance fixed
payments), variable payments that depend on an index or a rate, renewal options that are reasonably certain to be exercised less
any lease incentives receivable. Variable lease payments that do not depend on an index or rate are recognized as an expense in
the period in which the event that triggers the payment occurs. In addition, the carrying amount of lease payments is remeasured
if there is a modification, a change in the lease term or a change in the in-substance fixed lease payments. The Company has
elected to apply the practical expedient to not separate the lease component and its associated non-lease component.

Management exercises judgment in the process of applying IFRS 16 and determining the appropriate lease term on a lease-by-
lease basis. Management considers many factors including any events that create an economic incentive to exercise a renewal
option including store performance, expected future performance and past business practice. Renewal options are only included
if management is reasonably certain that the option will be renewed.

As most of the Company’s operating lease contracts do not provide the implicit interest rate, nor can the implicit interest rate be
readily determined, the Company uses its incremental borrowing rate as the discount rate for determining the present value of
lease payments. The Company's incremental borrowing rate for a lease is the rate that the Company would pay to borrow an
amount necessary to obtain an asset of a similar value to the right-of-use asset on a collateralized basis over a similar term.

(iii) Short-term leases and leases of low-value assets

The Company has elected not to recognize right-of-use assets and lease liabilities for short-term leases of property, plant and
equipment that have a lease term of 12 months or less and leases of low-value assets (e.g, laptop computers). The Company
recognizes the lease payments associated with these leases as an expense on a straight-line basis over the lease term.

The Company as a lessor

At the inception of the lease, the Company classifies each lease as either an operating lease or a finance lease. A lease is a finance
lease if it transfers substantially all the risks and rewards of the underlying asset to the lessee; otherwise, the lease is an operating
lease. Rental income from operating leases is recognized on a straight-line basis over the lease term.

Investment properties

Assets that are held for long-term rental yields or for capital appreciation or both, and that are not occupied by either the Company
or any of its subsidiaries, are classified as investment properties. Investment properties are measured initially at cost, including
related transaction costs. Subsequent to initial recognition, investment properties are carried at cost and depreciated over the
estimated useful lives of the properties:

Buildings 30 to 50 years
Building improvements Over the remaining lease term

Land held by the Company and classified as investment property is not depreciated.
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Subsequent expenditures on investment properties are capitalized to the properties’ carrying amount only when it is probable
that future economic benefits associated with the expenditures will flow to the Company and the cost of the item can be measured
reliably. All other repairs and maintenance costs are expensed when incurred. When part of an investment property is replaced,
the carrying amount of the replaced part is derecognized.

If an investment property becomes owner occupied, it is reclassified as property, plant and equipment.

Goodwill and intangible assets

Goodwiill

Goodwill is the residual amount that results when the purchase price of an acquired business exceeds the sum of the amounts
allocated to the tangible and intangible assets acquired, less liabilities assumed, based on their fair value. Goodwill is assigned at
the date of the business acquisition. The Company assesses at least annually, or at any time if an indicator of impairment exists,
whether there has been an impairment loss in the carrying value of goodwill and it is carried at cost less accumulated impairment
losses. Impairment losses on goodwill are not reversed.

Goodwill is allocated to CGUs or groups of CGUs that are expected to benefit from the business combination for the purpose of
impairment testing. A group of CGUs represents the lowest level within the Company at which goodwill is monitored for internal
management purposes.

Intangible assets

Intangible assets acquired separately are measured on initial recognition at cost. The cost of intangible assets acquired in a
business combination is their fair value at the date of acquisition. Following initial recognition, intangible assets are carried at cost
less any accumulated amortization and accumulated impairment losses. Internally generated intangible assets, excluding
capitalized development costs, are not capitalized and the related expenditure is reflected in profit or loss in the period in which
the expenditure is incurred. The useful lives of intangible assets are assessed as either finite or indefinite.

Intangible assets with finite useful lives are amortized on a straight-line basis over their estimated useful lives as follows:

Customer relationships 8 years
Non-compete agreement 8 years
Computer software 3 to 7 years

Impairment of non-financial assets

The Company considers at each reporting date whether there is an indication that an asset may be impaired. If impairment
indicators are found to be present, or when annual impairment testing for an asset is required, the non-financial assets are
assessed for impairment.

Impairment losses are recognized immediately in income to the extent an asset’s carrying amount exceeds its recoverable amount.
The recoverable amount is the higher of an asset’s fair value less costs to sell and value in use. In assessing value in use, estimated
future cash flows are discounted to their present value using a pre-tax discount rate that reflects current market assessments of
the time value of money and the risks specific to the asset for which the estimates of future cash flows have not been adjusted.

Goodwill and indefinite-life intangible assets are tested annually in the fourth quarter of the year, or when circumstances indicate
that the carrying value may be impaired. The assessment of recoverable amount for goodwill and indefinite-life intangible assets
involves assumptions about future conditions for the economy, capital markets, and specifically, the retail sector. As such, the
assessment is subject to a significant degree of measurement uncertainty.

For the purpose of impairment testing, assets that cannot be tested individually are grouped together into the smallest group of
assets that generate cash inflows from continuing use that are largely independent of the cash inflows of other assets or groups
of assets. For the Company, store-related CGUs are defined as individual stores or regional groups of stores within a geographic
market.

17



Leon’s Furniture Limited

Notes to the Consolidated Financial Statements

For the years ended December 31, 2024 and 2023

Amounts in thousands of Canadian dollars, except share amounts and earnings per share

For the Company’s corporate assets that do not generate separate cash inflows, the recoverable amount is determined for the
CGU to which the corporate asset belongs. Where a reasonable and consistent basis of allocation can be identified, corporate
assets are allocated to an individual CGU; otherwise, they are allocated to the smallest group of CGUs for which a reasonable and
consistent allocation basis can be identified. Impairment losses recognized in respect of CGUs are allocated to reduce the carrying
amounts of the assets in the CGUs on a pro rata basis.

Impairment losses recognized in prior periods are assessed at each reporting date for any indication that the loss has decreased
or no longer exists. An impairment loss is reversed if there has been a change in the estimates used to determine the recoverable
amount and the reversal is recognized in income. An impairment loss is reversed only to the extent that the asset’s carrying
amount does not exceed the carrying amount that would have been determined, net of depreciation or amortization, if no
impairment loss had been recognized.

Income taxes

The Company computes an income tax expense. However, actual amounts of income tax expense only become final upon filing
and acceptance of the tax return by the relevant taxation authorities, which occurs subsequent to the issuance of the annual
consolidated financial statements. Additionally, estimation of income taxes includes evaluating the recoverability of deferred
income tax assets based on an assessment of the ability to use the underlying future tax deductions before they expire against
future taxable income. The assessment is based on existing tax laws and estimates of future taxable income. To the extent that
estimates differ from the final tax return, income would be affected in a subsequent period.

Income tax expense for the period comprises current and deferred income tax. Income tax is recognized in the consolidated
statements of income, except to the extent it relates to items recognized in other comprehensive income or directly in equity, in
which case the related tax is recognized in equity. Levies other than income taxes, such as taxes on real estate, are included in
occupancy expenses.

Current income tax

Current income tax expense is based on the results of the year as adjusted for items that are not taxable or not deductible. Current
income tax is calculated using tax rates and laws that were substantively enacted at the end of the reporting period. Management
periodically evaluates positions taken in tax returns with respect to situations in which applicable tax regulation is subject to
interpretation. It establishes provisions where appropriate on the basis of amounts expected to be paid to the tax authorities.

Deferred income tax

Deferred income tax is recognized, using the liability method, on temporary differences arising between the tax bases of assets
and liabilities and their carrying amounts in the consolidated statements of financial position. Deferred income tax is determined
using tax rates and laws that have been enacted or substantively enacted by the consolidated statements of financial position
dates and are expected to apply when the related deferred income tax asset is realized or the deferred income tax liability is
settled.

Deferred income tax assets are recognized only to the extent that it is probable that future taxable profit will be available against
which the temporary differences can be utilized.

Deferred income tax assets and liabilities are offset when there is a legally enforceable right to offset current income tax assets
against current income tax liabilities and when the deferred income tax assets and liabilities relate to income taxes levied by the
same taxation authority where there is an intention to settle the balances on a net basis.

Trade and other payables

Trade and other payables are obligations to pay for goods or services that have been acquired in the ordinary course of business
from suppliers. Trade and other payables are classified as current liabilities if payment is due within one year or less.

Provisions

Provisions are recognized only in those circumstances where the Company has a present legal or constructive obligation as a result
of a past event, when it is probable that an outflow of resources will be required to settle the obligation and a reliable estimate
of the amount can be made.
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Provisions are measured at the present value of the expenditures expected to be required to settle the obligation using a pre-tax
discount rate that reflects current market assessments of the time value of money and the risks specific to the obligation.

Liability for incured claims

The Company estimates the liability for incurred claims as the fulfilment cash flows related to incurred claims, both reported and
unreported, that have occurred on or before the statement of financial position date. These fulfilment cash flows include
adjustment expenses and an estimate of the future settlement of claims. The liability for incurred claims is actuarially determined
on an annual basis using assumptions of loss emergence, payment rates, interest, and expected expenses associated with the
adjustment and payment of such claims. The fulfilment cash flows incorporate, in an unbiased way, all reasonable and supportable
information available without undue cost or effort about the amount, timing and uncertainty of those future cash flows, they
reflect current estimates from the perspective of the Company and include an explicit adjustment for non-financial risk (the risk
adjustment). The Company does not adjust the future cash flows for the time value of money or the effect of financial risk on the
measurement of the liability for incurred claims which are expected to be paid within one year of being incurred. As this liability
for incurred claims is an estimate, the amount of actual claims may differ from the recorded amount. The liability for incurred
claims is derecognized when the obligation to pay a claim no longer exists.

Unpaid warranty claims

Warranty repairs related to warranty plans sold separately are recorded as claims expense at the time the customer reports a
claim. For these warranties, a provision for unpaid warranty claims is established for unpaid reported claims.

The Company also provides a standard warranty for certain products. For these warranties, a provision for warranty claims is
recognized when the underlying products are sold. The amount of the provision is estimated using historical experience and may
differ from actual claims paid.

Product returns

The Company has a return policy allowing customers to return merchandise if not satisfied within certain time frames. The
provision for product returns is based on sales recognized prior to the year-end. The amount of the provision is estimated using
historical experience and actual experience subsequent to the year-end and may differ from the actual returns made.

Long-term debt

Long-term debt is classified as current when the Company expects to settle the debt in its normal operating cycle or the
Company does not have the right to defer settlement by at least twelve months based on the rights that existed as at the date
of the consolidated statements of financial position.

Share capital

Common shares are classified as equity. Incremental costs directly attributable to the issuance of new shares are shown in equity
as a deduction, net of income tax, from the proceeds.

Revenue

Revenue recognition

IFRS 15 provides a single, principles-based, five-step model that will apply to all contracts with customers with limited exceptions.
Under IFRS 15, revenue is recognized at an amount that reflects the consideration to which an entity expects to be entitled in
exchange for transferring goods or services to a customer.

In addition to the above general principles, the Company applies the following specific revenue recognition policies:

Sale of goods and related services

Revenue from the sale of goods and related services is recognized either when the customer picks up the merchandise ordered
or when merchandise is delivered to the customer's home and the performance obligation has been satisfied. Any payments
received in advance of delivery are deferred and recorded as customers' deposits. Revenue is shown net of sales tax.
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The Company records a provision for sales returns and price guarantees based on historical experience and actual experience
each quarter.

Franchise operations

Leon's franchisees operate principally as independent owners. The Company charges each franchisee a royalty fee based on a
percentage of the franchisee's gross revenue. The Company supplies inventory for amounts representing landed cost plus a mark-
up. The royalty income and sales to franchises are recorded by the Company on a monthly basis once the sale occurs and the
performance obligations have been satisfied.

Insurance contracts and revenue

The Company issues insurance contracts through its subsidiaries: TGl and TGLI.

The Company provides credit insurance on balances that arise from customers’ use of their private label financing card. The
Company provides group coverage for losses as discussed in Note 24, thereby providing protection to many customers who do
not carry other similar insurance policies.

Insurance contracts are accounted for under IFRS 17 Insurance Contracts. Insurance contracts are contracts under which the
Company has accepted significant risk, other than financial risk, from another party (the “policyholders”) by agreeing to
compensate the policyholders on the occurrence of a specified uncertain future event (the “insured event”) that adversely affects
the policyholders.

Once a contract has been classified as an insurance contract, it remains an insurance contract for the remainder of its term, even
if the insurance risk reduces significantly during this period, unless all rights and obligations are extinguished or expire. Investment
contracts can, however, be reclassified as insurance contracts after inception if insurance risk becomes significant.

Under IFRS 17, the Company’s insurance contracts issued are all eligible to be measured by applying the Premium Allocation
Approach (“PAA”). The PAA is a simplified measurement model that can be applied to insurance contracts with coverage periods
of one year or less, or where the measurement for liability for remaining coverage does not differ materially from applying the
General Measurement Model (“GMM?”). The Company applies the PAA measurement model to all eligible insurance contracts that
it issues. The Company holds contracts that have coverage periods of one year or less, or where the difference in liability for
remaining coverage between GMM and PAA does not materially differ.

Premiums on insurance contracts are recognized as revenue over the term of the policies in accordance with the pattern of
insurance service provided under the contract.

Deferred insurance revenue

Deferred insurance revenue is a component of the liability for remaining coverage, which reflects premiums received less deferred
insurance acquisition cash flows and less amounts recognized in revenue for insurance services provided. At each reporting period
date, the insurance revenue received by the Company in regard to the unexpired portion of policies in force is deferred as
unearned insurance revenue. Any amount of unearned insurance revenue is included in the consolidated statements of financial
position within deferred warranty plan and insurance revenue.

Deferred insurance revenue is calculated based on assumptions of loss emergence, payment rates, interest, and expected
expenses associated with the adjustment and payment of claims. Deferred insurance revenue is derecognized when the obligation
to pay a claim expires, is discharged or is cancelled in accordance with the pattern of insurance service provided under the
contract.

Deferred warranty plan revenue

Warranties, underwritten by the Company’s wholly owned subsidiaries, are offered on furniture, appliances and electronic
products sold by the Company and franchisees to provide coverage that extends beyond the manufacturer’s warranty period by
up to five years. Warranties are sold to customers when they make their original purchase and take effect immediately. The
warranty contracts provide both repair and replacement services depending upon the nature of the warranty claim.

The Company’s extended warranty plan revenues are deferred at the time of sale and are recognized as revenue over the weighted
average term of the warranty plan on a straight-line basis.
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Deferred acquisition costs

Acquisition costs comprise commissions, premium taxes and other expenses that relate directly to the writing or renewing of
warranty and insurance contracts and are considered costs to obtain the contract. These costs are deferred only to the extent
that they are expected to be recovered from unearned premiums and are amortized over the period in which the revenue from
the policies is earned. All other acquisition costs are recognized as an expense when incurred. For deferred insurance acquisition
cashflows, these are a component of the liability for remaining coverage.

Costs incurred on warranty plan sales, including sales commissions and premium taxes, are recorded as deferred acquisition costs.
These costs are amortized to income in the same pattern as revenue from warranty plan sales is recognized.

Changes in the expected pattern of consumption are accounted for by changing the amortization period and are treated as a
change in an accounting estimate. Deferred acquisition costs are derecognized when the related contracts are either settled or
disposed of.

Rental income on investment properties

Rental income arising on investment properties is accounted for on a straight-line basis over the lease term and is presented
within revenue.

Store pre-opening costs

Store pre-opening costs are expensed as incurred.

Borrowing costs

Borrowing costs are expensed in the period in which they occur. Borrowing costs consist of interest and other costs that the
Company incurs in connection with the borrowing of funds.

Earnings per share

Basic earnings per share have been calculated using the weighted average number of common shares outstanding during the
year. Diluted earnings per share are calculated using the "if converted" method. The dividends declared on the redeemable share
liability under the Company's Management Share Purchase Plan (“MSPP”) are included in netincome for the year. The redeemable
shares convertible under the Plan are included in the calculation of diluted number of common shares to the extent the
redemption price was less than the average annual market price of the Company's common shares.

Joint arrangements

Under IFRS 11, Joint Arrangements (“IFRS 11”), a joint arrangement is a contractual arrangement wherein two or more parties
have joint control. Joint control is the contractually agreed sharing of control of an arrangement when the strategic, financial and
operating decisions relating to the arrangement require the unanimous consent of the parties sharing control. Investments in
joint arrangements are classified as either joint operations or joint ventures depending on the contractual rights and obligations
of each party. Refer to Note 2 for significant judgments affecting the classification of joint arrangements as either joint operations
or joint ventures. The parties to a joint operation have rights to the assets, and obligations for the liabilities, relating to the
arrangement whereas joint ventures have rights to the net assets of the arrangement.

In accordance with IFRS 11, the Company accounts for joint operations by recognizing its share of any assets held jointly and any
liabilities incurred jointly, along with its share of the revenue from the sale of the output by the joint operation, and its expenses,
including its share of any expenses incurred jointly. Joint ventures are accounted for using the equity method of accounting in
accordance with IAS 28, Investments in Associates and Joint Ventures (“IAS 28”). Under the equity method of accounting, the
Company’s investments in joint ventures and associates are carried at cost and adjusted for post-acquisition changes in the net
assets of the investment. Profit or loss reflects the Company’s share of the results of these investments. Distributions received
from an investee reduce the carrying amount of the investment. The consolidated statements of comprehensive income also
include the Company’s share of any amounts recognized by joint ventures and associates in other comprehensive income (OCl).
Where there has been a change recognized directly in the equity of the joint venture or associate, the Company recognizes its
share of that change in equity.
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The financial statements of the joint ventures and associates are generally prepared for the same reporting period as the
Company, using consistent accounting policies. Adjustments are made to bring into line any dissimilar accounting policies that
may exist in the underlying records of the joint venture and/or associate. Adjustments are made in the consolidated financial
statements to eliminate the Company’s share of unrealized gains and losses on transactions between the Company and its joint
ventures and associates. In transactions with joint operations where the Company contributes or sells assets to a joint operation,
the Company recognizes only that portion of the gain or loss that is attributable to the interests of the other parties. Where the
Company purchases assets from a joint operation, the Company does not recognize its share of the profit or loss of the joint
operation from the transaction until it resells the assets to an independent party. The Company adjusts joint operation financial
statement amounts, if required, to reflect consistent accounting policies.

Associates

Entities in which the Company has significant influence, and which are neither subsidiaries, nor joint arrangements, are accounted
for using the equity method of accounting in accordance with IAS 28. This method of accounting is described in the previous
section Joint Arrangements. The Company discontinues the use of the equity method from the date on which it ceases to have
significant influence, and from that date accounts for the investment in accordance with IFRS 9, (its initial costs are the carrying
amount of the associate on that date), provided the investment does not then qualify as a subsidiary or a joint arrangement.
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4. Adoption of Accounting Standards and Amendments

Adoption of new accounting standards

Amendments to IAS 1, Presentation of Financial Statements

The amendments to IAS 1 provide a more general approach to the classification of liabilities based on the contractual arrangements
in place at the reporting date. The amendments clarify that the classification of liabilities as current or non-current should be
based on rights that are in existence at the end of the reporting period and align the wording in all affected paragraphs to refer to
the right to defer settlement by at least twelve months and make explicit that only rights in place at the end of the reporting period
should affect the classification of a liability. The amendments are effective for annual reporting periods beginning on or after
January 1, 2024 and are to be applied retrospectively. The adoption of this standard did not have a material impact on the
consolidated financial statements.

Amendments to IAS 12, IASB issued International Tax Reform — Pillar Two Model Rules

In May 2023, IASB issued International Tax Reform — Pillar Two Model Rule with regards to disclosure requirements for affected
entities, including information about an entity’s exposure to Pillar Two income taxes and current tax expense related to Pillar Two
income taxes. Pillar Two legislation has been enacted or substantively enacted in certain jurisdictions in which the Company
operates. The Company has performed an assessment of the Company’s potential exposure to Pillar Two income taxes and
determined that there was no material impact. This assessment is based on the most recent information available regarding the
financial performance of the constituent entities in the Company.

Accounting standards and amendments issued but not yet adopted

Amendments to IAS 21, The Effects of Changes in Foreign Exchange Rates

In August 2023, the IASB issued amendments to IAS 21 — The Effects of Changes in Foreign Exchange Rates in relation to Lack of
Exchangeability. The amendments require entities to apply a consistent approach in assessing whether a currency can be
exchanged into another currency, and in determining the exchange rate to use and the disclosures to provide when it cannot.
These amendments are effective for annual reporting periods beginning on or after January 1, 2025, with early adoption permitted.
The adoption of this standard will not have a material impact on the consolidated financial statements.

IFRS 18, Presentation and Disclosure in Financial Statements (“IFRS 18”)

The IASB issued IFRS 18 “Presentation and Disclosure in the Financial Statements” ("IFRS 18"), which sets out requirements and
guidance on presentation and disclosure in financial statements, including:

e  Presentation inincome statement of income and expenses within five defined categories: operating, investing, financing,
income taxes, and discontinued operations

e  Presentation in the income statements of new defined subtotals for operating profit and profit before financing and
income taxes

e  Enhanced guidance on aggregation and disaggregation of information and whether to provide information in the
financial statements or in the notes

e  Disclosure of specified expenses by nature
e Disclosure of explanations of management-defined performance measures

IFRS 18 will replace IAS 1 “Presentation of Financial Statements” but carries forward many requirements from IAS 1 without any
change. The standard is effective for the annual reporting periods beginning on or after January 1, 2027, with early application
permitted. The Company is currently assessing the impact of this new standard on its consolidated financial statements.

Amendments to IFRS 9 and IFRS 7: Classification and Measurement of Financial Instruments
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In May 2024, the IASB issued amendments to IFRS 9, Financial Instruments, and IFRS 7, Financial Instruments: Disclosures, relating
to the classification and measurement requirements of financial instruments recognized within those standards. These
amendments include, among others:

e Clarify that a financial liability is to be derecognized on the 'settlement date' and introduces an accounting policy to
derecognize financial liabilities settled through an electronic payment system before settlement date if certain conditions
are met; and

e  Require additional disclosures for financial assets and liabilities with contractual terms that reference a contingent event
and equity instruments classified at fair value through other comprehensive income.

These amendments will be effective for annual periods beginning on or after January 1, 2026 and will be applied retrospectively
with an adjustment to opening retained earnings. Prior periods will not be required to be restated and can only be restated without
using hindsight. The Company does not expect material impacts from these amendments on its consolidated financial statements.

5. Cash and Cash Equivalents

As at
(C$ in thousands) December 31,2024 December 31, 2023
Cash and cash equivalents 191,238 82,744

6. Inventories

The amount of inventory recognized as an expense for the year ended December 31, 2024 was $1,327,430 (2023 - $1,311,170),
which is presented within cost of sales in the consolidated statements of income.

There were $525 in inventory write-downs recognized for the year ended December 31, 2024 (inventory write down reversals
recognized for the year ended December 31, 2023 - $744). As at December 31, 2024, the inventory markdown provision totaled
$7,353 (2023 - $6,829).

7. Deferred Acquisition Costs

(C$ in thousands) December 31, 2024 December 31, 2023
Balance as at January 1 35,985 34,287
Costs of new policies sold 14,632 14,712
Policy sales costs recognized (14,118) (13,014)
Balance as at December 31 36,499 35,985

Reported as:

Current 13,721 13,353
Non-current 22,778 22,632
Balance as at December 31 36,499 35,985
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8. Property, Plant and Equipment and Right-Of-Use Assets

Building Leased Leased
(C$ in thousands) Land Buildings  Equipment Vehicles improvements property equipment Total
Cost
Balance as at December 31, 2023 111,304 313,658 190,520 71,809 249,576 686,196 2,232 1,625,295
Additions 220 32,126 14,537 7,103 7,005 67,824 - 128,815
Disposals (183) - (563) (1,249) (1,995) (2,063) (104) (6,157)
Balance as at December 31, 2024 111,341 345,784 204,494 77,663 254,586 751,957 2,128 1,747,953
Accumulated depreciation
Balance as at December 31, 2023 - 182,831 146,326 50,269 218,537 374,103 1,465 973,531
Depreciation - 8,580 7,687 4,640 7,572 76,262 324 105,065
Disposals - - (542) (1,140) (1,991) (1,542) (104) (5,319)
Balance as at December 31, 2024 - 191,411 153,471 53,769 224,118 448,823 1,685 1,073,277
Net book value as at December 31, 2024 111,341 154,373 51,023 23,894 30,468 303,134 443 674,676
Building Leased Leased
(C$ in thousands) Land Buildings  Equipment Vehicles improvements property equipment Total
Cost
Balance as at December 31, 2022 111,304 292,365 187,814 65,664 249,753 581,316 2,292 1,490,508
Additions - 21,293 9,260 6,735 6,138 106,265 - 149,691
Disposals - - (6,554) (590) (6,315) (1,385) (60) (14,904)
Balance as at December 31, 2023 111,304 313,658 190,520 71,809 249,576 686,196 2,232 1,625,295
Accumulated depreciation
Balance as at December 31, 2022 - 174,870 144,874 45,990 215,770 299,338 1,201 882,043
Depreciation - 7,961 7,978 4,868 9,078 76,150 324 106,359
Disposals - - (6,526) (589) (6,311) (1,385) (60) (14,871)
Balance as at December 31, 2023 - 182,831 146,326 50,269 218,537 374,103 1,465 973,531
Net book value as at December 31, 2023 111,304 130,827 44,194 21,540 31,039 312,093 767 651,764

Included in the above balances as at December 31, 2024, are assets not being amortized with a net book value of approximately
$12,467 (2023 - $27,558) being construction in progress. Depreciation of property, plant and equipment is included within selling,
general and administration expenses on the consolidated statements of income.
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9. Investment Properties

Building
(CS$ in thousands) Land Buildings improvements Total
Cost
Balance as at December 31, 2023 10,646 15,396 953 26,995
Additions - - 11 11
Balance as at December 31, 2024 10,646 15,396 964 27,006
Accumulated depreciation
Balance as at December 31, 2023 - 12,254 651 12,905
Depreciation - 331 46 377
Balance as at December 31, 2024 - 12,585 697 13,282
Net book value as at December 31, 2024 10,646 2,811 267 13,724
Building
(C$ in thousands) Land Buildings improvements Total
Cost
Balance as at December 31, 2022 10,646 15,396 953 26,995
Balance as at December 31, 2023 10,646 15,396 953 26,995
Accumulated depreciation
Balance as at December 31, 2022 - 11,924 601 12,525
Depreciation - 330 50 380
Balance as at December 31, 2023 - 12,254 651 12,905
Net book value as at December 31, 2023 10,646 3,142 302 14,090

The estimated fair value of the investment properties portfolio as at December 31, 2024, was approximately $40,400 (2023 -
$40,500). This recurring fair value disclosure is categorized within Level 3 of the fair value hierarchy (Note 23 for definition of
levels). This was compiled internally by management based on available market evidence.
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10. Intangible Assets and Goodwiill

Customer relationships, brand Computer
(C$ in thousands) name and franchise agreements software Total
Cost
Balance as at December 31, 2023 275,500 20,872 296,372
Additions - 673 673
Disposals - (1,327) (1,327)
Balance as at December 31, 2024 275,500 20,218 295,718
Accumulated amortization
Balance as at December 31, 2023 9,500 15,659 25,159
Amortization - 1,197 1,197
Disposals - (1,327) (1,327)
Balance as at December 31, 2024 9,500 15,529 25,029
Net book value as at December 31, 2024 266,000 4,689 270,689
Customer relationships, brand Computer
(C$ in thousands) name and franchise agreements software Total
Cost
Balance as at December 31, 2022 275,500 18,348 293,848
Additions - 2,524 2,524
Balance as at December 31, 2023 275,500 20,872 296,372
Accumulated amortization
Balance as at December 31, 2022 9,500 14,607 24,107
Amortization - 1,052 1,052
Balance as at December 31, 2023 9,500 15,659 25,159
Net book value as at December 31, 2023 266,000 5,213 271,213

Amortization of intangible assets is included within selling, general and administrative expenses on the consolidated statements
of income. The following table presents the details of the Company’s indefinite-life intangible assets:

As at

(C$ in thousands) December 31, 2024 December 31, 2023
The Brick brand name (allocated to The Brick division) 245,000 245,000
The Brick franchise agreements (allocated to The Brick division) 21,000 21,000
Total 266,000 266,000

The Company currently has no plans to change The Brick store banners and expects these assets to generate cash flows over an
indefinite future period. Therefore, these intangible assets are considered to have indefinite useful lives for accounting purposes.
The Brick franchise agreements have expiry dates with options to renew. The Company’s intention is to renew these agreements
at each renewal date indefinitely. The Company expects the franchise agreements and franchise locations will generate cash flows
over an indefinite future period. Therefore, these assets are also considered to have indefinite useful lives.

The following table presents the details of the Company’s finite-life intangible assets:

As at

(C$ in thousands) December 31, 2024 December 31, 2023
Computer software 4,689 5,213
Total 4,689 5,213
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For the purpose of the annual impairment testing, goodwill is allocated to the following CGU groups, which are the groups
expected to benefit from the synergies of the business combinations and to which the goodwill is monitored by the Company:

As at

(C$ in thousands) December 31, 2024 December 31, 2023
Appliance Canada (included within Leon's division) 11,282 11,282
The Brick division 378,838 378,838
Total 390,120 390,120
Impairment tests

The Company performed impairment tests of goodwill, brand and franchise agreements intangible assets as at December 31,
2024 and 2023 in accordance with the accounting policy as described in Note 3. The recoverable amount of the CGUs was
determined based on value-in-use calculations. These calculations used cash flow projections based on financial budgets approved
by management covering a one-year period. Cash flows beyond the one-year period are extrapolated using the estimated growth
rates stated below. The key assumptions used for the value-in-use calculation as at December 31, 2024 and 2023 were as follows:

As at December 31, 2024 December 31, 2023
Growth rate 2.0% 2.0%
Pre-tax discount rate 12.9% 11.9%

The impairment tests performed resulted in no impairment of the goodwill and indefinite-life intangible assets as at December
31, 2024 and December 31, 2023.

11. Trade and Other Payables

As at

(C$ in thousands) December 31, 2024 December 31, 2023
Trade payables 161,492 151,648
Other payables 136,734 131,289
Total 298,226 282,937
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12. Provisions

(C$ in thousands) Unpaid insurance claims Warranties Other Total
Balance as at January 1, 2024 578 25,757 3,761 30,096
Provisions made during the year 535 8,496 357 9,388
Provisions used during the year (425) (5,998) (383) (6,806)
Unused provisions reversed - (90) - (90)
Balance as at December 31, 2024 688 28,165 3,735 32,588

Liability for incured claims

The Company estimates the liability for incurred claims as the fulfilment cash flows related to incurred claims, both reported and
unreported, that have occurred on or before the statement of financial position date. These fulfilment cash flows include
adjustment expenses and an estimate of the future settlement of claims. The liability for incurred claims is actuarially determined
on an annual basis using assumptions of loss emergence, payment rates, interest, and expected expenses associated with the
adjustment and payment of such claims. The fulfilment cash flows incorporate, in an unbiased way, all reasonable and supportable
information available without undue cost or effort about the amount, timing and uncertainty of those future cash flows, they
reflect current estimates from the perspective of the Company and include an explicit adjustment for non-financial risk (the risk
adjustment). The Company does not adjust the future cash flows for the time value of money or the effect of financial risk on the
measurement of the liability for incurred claims which are expected to be paid within one year of being incurred. As this liability
for incurred claims is an estimate, the amount of actual claims may differ from the recorded amount. The liability for incurred
claims is derecognized when the obligation to pay a claim no longer exists.

Warranties

The provision for warranties represents the Company’s estimate of amounts the Company expects to incur regarding its warranty
protection plans. The Company’s warranty protection plans allow customers that did not make a claim during the term of their
warranty the opportunity to obtain merchandise credit in an amount equal to the price paid for the plan. The provision recognized
represents the estimated amounts necessary to settle future warranty redemption amounts subject to the terms of the plan,
historical information and management judgment.
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13. Leases

Company as a lessee

Leasing arrangements

The Company leases various items of real estate property, vehicles and equipment used in its operations. The lease terms are
generally between 5 and 15 years. There are some leases with renewal options that are included when management is reasonably
certain they will be exercised. Management uses significant judgment in determining whether these extensions are reasonably
certain to be exercised.

Lease liabilities

Carrying amounts of lease liabilities are as follows:

(C$ in thousands) December 31, 2024 December 31, 2023
Balance, beginning of period 353,925 322,855
Additions 69,694 107,588
Disposals (577) -
Interest 17,070 16,669
Payments (94,562) (93,187)
Balance, end of period 345,550 353,925

Reported as:

Current 79,690 75,127
Non-current 265,860 278,798
Total 345,550 353,925

For the year ended December 31, 2024, the Company recognized rent expenses from short-term leases, leases of low-value assets
and variable lease payments of $3,071, $3,156, and $42,084, respectively (2023 - $3,476, $2,801, and $40,946, respectively).

Company as a lessor

Lease revenue receivable

The Company has entered into operating leases on its investment property portfolio consisting of certain land and building
properties. These leases generally have terms between 5 and 15 years.

Future minimum rentals receivable under non-cancellable operating leases are as follows:

(CS in thousands) Total
No later than 1 year 1,639
Later than 1 year and no later than 5 years 4,658
Later than 5 years 2,233
Total 8,530
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14. Long-term Debt

Bank indebtedness

On June 28, 2024, the Company completed an amending agreement number two to its existing Senior Secured Credit Agreement
(“SSCA”). Under this amendment, the Company’s total credit facility was adjusted to $286,250. Out of the total amount, $86,250
was related to its term loan and the remaining $200,000 is attributable to the Company’s revolving credit facility. The amount
borrowed under this amendment must be repaid in full by May 31, 2026. The Company has drawn $3,750 under the revolving
credit facility and has $76,250 outstanding for its term loan as at December 31, 2024. In addition, the Company adopted the
Canadian Overnight Repo Rate Average (“CORRA”) as the new base reference rate, given the discontinuation of the Canadian
Dollar Offered Rate (“CDOR").

Bank indebtedness bears interest based on Canadian prime rate, Secured Overnight Financing Rate (“SOFR”) and Bankers’
Acceptance (“BA”) rates plus an applicable standby fee on undrawn amounts. The Company has the ability to choose the type of
advance required. Interest is based on the market rate plus an applicable margin. The term credit facility is repayable in the annual
amounts of $7,500, with the remainder due on maturity. Currently, the Company has entered into a 31-day Bankers’s Acceptance
with a cost of borrowing of 4.44% that was renewed on December 31, 2024.

The Company can prepay without penalty amounts outstanding under the facilities at any time. The agreement includes a general
security agreement which constitutes a lien on all property of the Company. In addition to this, there are financial covenants
related to the credit facility. As at December 31, 2024, the Company is in full compliance of these financial and non-financial
covenants.
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15. Management Share Purchase Plan

Employee benefit plan

Members of senior management participate in the Company’s Management Share Purchase Plan (“MSPP”). Under the terms of
the MSPP, the Company advanced non-interest bearing loans to certain of its employees in 2018 and 2022 to allow them to
acquire common shares of the Company. Participation in the MSPP is voluntary. The common shares purchased under the MSPP
are held in trust by a trustee for the benefit of the employee until the later of three years from the date of issue and the date the
related loan to acquire the shares is repaid in full. While such shares are held in trust, any dividends paid on these common shares
are credited against the related loan.

During 2018, a total of 1,188,873 of the 2018 series of common shares were issued under the 2018 MSPP to senior management
employees at $15.30 per share. The Company recognized a loan receivable in the amount of $13,191 (recognized at fair value)
and a deferred compensation expense receivable of $2,315. The common shares issued of $15,506 are shown within common
shares on the consolidated statements of financial position.

During 2022, a total of 903,013 of the 2022 series of common shares were issued under the 2022 MSPP to senior management
employees at $17.29 per share. The Company recognized a loan receivable in the amount of $11,274 (recognized at fair value)
and a deferred compensation expense of $1,517. The common shares issued of $12,791 are shown within common shares on the

consolidated statements of financial position.

Loan receivable

As at
(C$ in thousands) December 31, 2024 December 31, 2023
Balance, beginning of period 19,669 20,348
Fair value adjustment 1,616 1,067
Forfeiture (997) -
Dividends paid (1,002) (1,045)
Loan repayment (3,740) (701)
Balance, end of period 15,546 19,669
Deferred compensation expense

December 31, 2024 December 31, 2023
Balance, beginning of period 2,435 2,811
Compensation expense (463) (376)
Balance, end of period 1,972 2,435
Redeemable share liability
As at
(C$ in thousands) December 31, 2024 December 31, 2023
Authorized
306,500 convertible, non-voting, series 2012 shares
1,485,000 convertible, non-voting, series 2013 shares
740,000 convertible, non-voting, series 2014 shares
880,000 convertible, non-voting, series 2015 shares
Issued and fully paid
43,929 series 2012 shares (December 31, 2023 - 46,113) 545 572
162,357 series 2013 shares (December 31, 2023 - 232,081) 1,849 2,644
96,498 series 2014 shares (December 31, 2023 - 132,887) 1,453 2,000
152,362 series 2015 shares (December 31, 2023 - 203,762) 2,051 2,743
Less employee share purchase loans (5,891) (7,952)
Total 7 7
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Under the terms of the Plan, the Company advanced non-interest bearing loans to certain of its employees in 2012, 2013, 2014
and 2015 to allow them to acquire convertible, non-voting series 2012 shares, series 2013 shares, series 2014 shares and series
2015 shares, respectively, of the Company. These loans are repayable through the application against the loans of any dividends
on the shares with any remaining balance repayable on the date the shares are converted to common shares. Each issued and
fully paid for series 2012 shares may be converted into one common share at any time after the fifth anniversary date of the issue
of these shares and prior to the thirteenth anniversary of such issue. Each issued and fully paid for series 2013, series 2014 and
series 2015 shares may be converted into one common share at any time after the third anniversary date of the issue of these
shares and prior to the thirteenth anniversary of such issue. The series 2012, series 2013, series 2014 and series 2015 shares are
redeemable at the option of the holder for a period of one business day following the date of issue of such shares. The Company
has the option to redeem the series 2012 shares at any time after the fifth anniversary date of the issue of these shares and must
redeem them prior to the thirteenth anniversary of such issue. The Company has the option to redeem the series 2013, series
2014 and series 2015 shares at any time after the third anniversary date of the issue of these shares and must redeem them prior
to the thirteenth anniversary of such issue. The redemption price is equal to the original issue price of the shares adjusted for
subsequent subdivisions of shares plus accrued and unpaid dividends. The purchase prices of the shares are $12.41 per series
2012 share, $11.39 per series 2013 share, $15.05 per series 2014 share and $13.46 per series 2015 share. Dividends paid to holders
of series 2012, 2013, 2014 and 2015 shares of approximately $164 (2023 - $197) have been used to reduce the respective
shareholder loans. The preferred dividends are paid once a year during the first quarter.

During the year ended December 31, 2024, 2,184 series 2012 shares, 69,724 series 2013 shares, 36,389 series 2014 shares and
51,400 series 2015 shares (year ended December 31, 2023 - 9,859 series 2012 shares, 55,892 series 2013 shares, 42,299 series
2014 shares and 62,689 series 2015 shares) were converted into common shares with a stated value of approximately $27, $794,
$548 and $692, respectively (year ended December 31, 2023 - $122, $637, $636, and $844, respectively).

During the year ended December 31, 2024, the Company did not cancel any shares from any of the series of shares (year ended
December 31, 2023 - no shares were cancelled in any of the series of shares).

Employee share purchase loans have been netted against the redeemable share liability, as the Company has the legally
enforceable right of set-off and the positive intent to settle on a net basis. This balance is included under trade and other payables
on the consolidated statements of financial position.

16. Common Shares

As at

(C$ in thousands) December 31, 2024 December 31, 2023
Authorized - Unlimited common shares

Issued

68,191,725 common shares (2023 - 68,032,028) 167,231 164,875

For redeemable shares converted into common shares during the year, please see Note 15.

As at December 31, 2024 and 2023, dividends payable were $13,640 (S0.20 per share) and $12,246 ($0.18 per share), respectively.
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17. Revenue

a) Disaggregation of revenue

For the Year ended

(C$ in thousands) December 31, 2024 December 31, 2023
Sales of goods by corporate stores 2,369,212 2,332,273
Income from franchise operations 33,297 33,061
Extended warranty revenue 68,702 63,333
Insurance sales revenue 25,201 24,408
Rental income from investment property 2,133 1,714
Total 2,498,545 2,454,789
b) Customers’ deposits

For the Year ended

(C$ in thousands) December 31, 2024 December 31, 2023
Opening balance as at January 1 160,346 175,847
Revenue recognized that was included in the customers' deposit balance at the beginning of

the year (145,508) (153,428)
c) Deferred warranty plan and insurance revenue

For the Year ended

(C$ in thousands) December 31, 2024 December 31, 2023
Opening balance as at January 1 179,407 171,421
Revenue recognized that was included in the deferred warranty and insurance balance at the

beginning of the year (93,903) (87,741)
Recognition of deferred warranty and insurance during the year 97,991 95,727
Total 183,495 179,407
Reported as:

Current 70,508 68,229
Non-current 112,987 111,178
Total 183,495 179,407
18. Expenses by Nature

For the Year ended

(C$ in thousands) December 31, 2024 December 31, 2023
Salaries and benefits 447,249 432,937
Depreciation of property, plant and equipment, right-of-use assets and investment properties 105,442 106,739
Amortization of intangible assets 1,197 1,052
Occupancy expenses 105,860 102,408
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19. Net Finance Costs

For the Year ended

(C$ in thousands) December 31, 2024 December 31, 2023
Interest expense on lease obligations 17,070 16,669
Interest expense on term credit facilities and revolving credit facilities 6,073 11,511
Finance income (8,706) (8,722)
Total 14,437 19,458

20. Other Income

For the Year ended

(C$ in thousands) December 31, 2024 December 31, 2023
Gain on settlement () (23,371) (20,000)
Change in fair value of derivative instruments (3,810) 3,533
Total (27,181) (16,467)

() buring 2024, the Company recognized a $23.4 million pre-tax net favorable settlement related to a breach of contract legal
dispute with CURO Group Holdings Corp (“CURQO”). The Company had an agreement with CURO to underwrite insurance for their
credit products commencing in 2024. After undergoing bankruptcy proceedings, CURO elected to not proceed with the agreement
which ultimately resulted in a legal settlement in favor of the Company to recover the future profit potential of the agreement.
During 2023, point of sale financing partner FLX Holding Corp (“Flexiti”) was acquired by Questrade Financial Group Inc. from
CURO. Leon’s Furniture Limited entered into an amended agreement with Flexiti, and the Company received a $20 million one-
time payment to settle the value of warrant rights negotiated as part of the original agreement with CURO.

21. Income Tax Expense

(a) The major components of income tax expense are as follows:

For the Year ended

(C$ in thousands) December 31, 2024 December 31, 2023
Consolidated statements of income

Current income tax expense:

Based on taxable income of the current year 51,840 46,652
Deferred income tax expense:

Origination and reversal of temporary differences (927) (3,029)
Income tax expense reported in the consolidated statements of income 50,913 43,623

(b) Reconciliation of the effective tax rates are as follows:

For the Year ended

(C$ in thousands, except %) December 31, 2024 December 31, 2023
Income before income taxes 204,581 182,478

Income tax expense based on statutory tax rate 53,723 26.26% 47,919 26.26%

Increase (decrease) in income taxes resulting from
non-taxable items or adjustments of prior year taxes:

Non-deductible items 233 0.11% 250 0.14%
Remeasurement of deferred income tax asset for rate changes (94) (0.05%) (24) -0.01%
Income exempt from tax (38) (0.02%) (124) (0.07%)
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Prior year adjustments (370) (0.18%) (61) (0.03%)
Other (2,541) (1.24%) (4,337) (2.38%)
Income tax expense reported in the consolidated statements of income 50,913 24.89% 43,623 23.91%
(c) Deferred income tax balances and reconciliation are as follows:
(i) Deferred income tax relates to the following:
As at
(C$ in thousands) December 31, 2024 December 31, 2023
Deferred income tax assets (liabilities)
Deferred tax income assets 16,939 17,296
Deferred tax income liabilities (67,312) (68,399)
Total deferred income tax liabilities (50,373) (51,103)
(ii) Deferred income tax movements are as follows:
As at December 31, 2024
Balance,

beginning of Expense Balance, end
(C$ in thousands) year Other (benefit) of year
Deferred warranty plan (98) - - (98)
Deferred financing fees (42) - 3 (39)
Deferred acquisition costs (315) - 3 (312)
Property, plant and equipment (75,251) - 10,162 (65,089)
Intangible assets (76,610) - (166) (76,776)
Lease liabilities 72,133 - (9,889) 62,244
Other 28,415 (196) 1,814 30,033
Mark to market 665 - (1,001) (336)
Total deferred income tax expense (benefit) (51,103) (196) 926 (50,373)
As at December 31, 2023

Balance,

beginning of Expense Balance, end
(C$ in thousands) year Other (benefit) of year
Deferred warranty plan (98) - - (98)
Deferred financing fees (39) - (3) (42)
Deferred acquisition costs (321) - 6 (315)
Property, plant and equipment (67,877) - (7,374) (75,251)
Intangible assets (76,462) - (148) (76,610)
Lease liabilities 63,855 - 8,278 72,133
Other 27,204 (131) 1,342 28,415
Mark to market (263) - 928 665
Total deferred income tax expense (benefit) (54,001) (131) 3,029 (51,103)

22. Earnings Per Share

Earnings per share are calculated using the weighted average number of common shares outstanding. The following table
reconciles the net income for the period and the number of shares for the basic and diluted earnings per share calculations:

For the

Year ended

(CS in thousands except share and per share amounts)

December 31, 2024 December 31, 2023

Net income for the period for basic earnings per share

Net income for the period for diluted earnings per share
Weighted average number of common shares outstanding
Dilutive effect

Dilutive weighted average number of common shares outstanding
Basic earnings per share

153,668
153,792
68,142,458
504,110
68,646,568
$2.26
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Diluted earnings per share

$2.24

$2.02
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23. Financial Instruments

Classification of financial instruments and fair value

The classification of the Company’s financial instruments, as well as their carrying amounts and fair values, are disclosed in the
tables below.

As at December 31, 2024
Classification and Total carrying Fair value
(C$ in thousands) measurement amount Fair value hierarchy

Financial assets

Cash and cash equivalents Amortized cost 191,238 191,238 Level 1
Trade receivables Amortized cost 185,975 185,975 Level 2
Equity securities FVOCI 35,030 35,030 Level 1
Debt securities FVOCI 99,039 99,039 Level 1
Debt securities FVTPL 100 100 Level 2
Loan receivable FVTPL 15,546 15,546 Level 2
Derivative Assets FVTPL 1,545 1,545 Level 2

Financial liabilities

Trade and other payables Amortized cost 298,226 298,226 Level 2
Long-term debt Amortized cost 80,000 80,000 Level 2
As at December 31, 2023

Classification and Total carrying Fair value
(C$ in thousands) measurement amount Fair value hierarchy

Financial assets

Cash and cash equivalents Amortized cost 82,744 82,744 Level 1
Trade receivables Amortized cost 197,759 197,759 Level 2
Restricted marketable securities FvOcCI 414 414 Level 1
Equity securities FVOCI 30,685 30,685 Level 1
Debt securities FVOCI 73,618 73,618 Level 1
Debt securities FVTPL 100 100 Level 2
Loan receivable FVTPL 19,669 19,669 Level 2

Financial liabilities

Trade and other payables Amortized cost 282,937 282,937 Level 2
Long-term debt Amortized cost 100,000 100,000 Level 2
Derivative liabilities FVTPL 2,265 2,265 Level 2

The fair value hierarchy of financial instruments measured at fair value, as at December 31, 2024 includes financial assets of
$325,307, $203,166 and $nil for Levels 1, 2 and 3 respectively, and financial liabilities of $nil, $378,226 and $nil for Levels 1, 2 and
3, respectively.

The carrying amounts of the Company’s trade receivables, and trade and other payables approximate their fair values due to their
short-term nature.

The carrying amounts of the Company’s long-term debt approximate their fair values since they bear interest at rates comparable
to market rates at the end of the reporting period.

The fair values of debt and equity instruments that are traded in active markets are determined by reference to their quoted
closing price or dealer price quotations at the reporting date. For financial instruments that are not traded in active markets, the
Company determines fair values using a combination of discounted cash flow models and comparison to similar instruments for
which market observable prices exist.
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The fair values of derivative assets and liabilities are estimated using industry standard valuation models. Where applicable, these
models project future cash flows and discount the future amounts to a present value using market-based observable inputs
including interest rate curves, foreign exchange rates and forward and spot prices for currencies.

The Company maintains financial derivatives, which comprise of foreign exchange forwards, with maturities that do not exceed
past December 2026. As at December 31, 2024, the fair value of derivative assets is $1,545 (2023 - $2,265 derivative liabilities).

Fair values of financial instruments reflect the credit risk of the Company and counterparties when appropriate.

Fair value hierarchy

The Company uses a fair value hierarchy to categorize the inputs used to measure the fair value of financial assets and financial
liabilities, the levels of which are as follows:

Level 1: Quoted prices (unadjusted) in active markets for identical assets or liabilities.

Level 2: Inputs other than quoted prices included within Level 1 that are observable for the asset or liability, either
directly (that is, as prices) or indirectly (that is, derived from prices).

Level 3: Inputs for the asset or liability that are not based on observable market data (that is, unobservable inputs).

Financial risk management

The Company’s activities expose it to a variety of financial risks: credit risk, liquidity risk and market risk (including interest rate
risk, currency risk and other price risk). Risk management is carried out by the Company by identifying and evaluating the financial
risks inherent within its operations. The Company’s overall risk management activities seek to minimize potential adverse effects
on the Company’s financial performance.

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. The Company limits its exposure to counterparty credit risk by transacting only with highly rated financial
institutions and other counterparties and by managing within specific limits for credit exposure and term to maturity. The
Company’s financial instrument portfolio is spread across financial institutions, provincial and federal governments and, to a lesser
extent, corporate issuers that are dual rated and have a credit rating in the “A” category or better.

The following table summarizes the Company’s maximum exposure to credit risk related to financial instruments. The maximum
credit exposure is the carrying value of the asset, net of any allowances for impairment.

As at Carrying amount

(C$ in thousands) December 31, 2024 December 31, 2023
Cash and cash equivalents 191,238 82,744
Restricted marketable securities - 414
Debt securities 99,139 73,718
Trade receivables 185,975 197,759
Total 476,352 354,635

Generally, the carrying amount on the consolidated statements of financial position of the Company's financial assets exposed to
credit risk represents the Company’s maximum exposure to credit risk. No additional credit risk disclosure is provided, unless the
maximum potential loss exposure to credit risk for certain financial assets differs significantly from their carrying amount. The
Company’s main credit risk exposure is from its trade receivables. For the Company, trade receivables are comprised principally
of amounts related to its commercial sales, to its franchise operations and to its vendor rebate programs.

The debt securities balance is comprised of over 80 diversified investments, including both government and corporate bonds that
bear interest at rates ranging from 0.6% to 6.3%. The debt securities are short-term instruments that are liquid in nature.
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For commercial trade and other receivables, credit risk is mitigated through customer agreements specifying payment terms and
credit limits. For franchise trade receivables, personal guarantees are obtained. As well, liens are placed against the goods and
the Company may repossess goods for non-payment. Credit risk is also limited due to the large number of customers and their
dispersion across geographic areas and market sectors (i.e., retail, commercial and franchise). Accordingly, the Company believes
it has no significant concentrations of credit risk related to trade receivables. The Company’s trade receivables totalled $185,975
as at December 31, 2024, (2023 - $197,759). The amount of trade receivables that the Company has determined to be past due
(which is defined as a balance that is more than 90 days past due) is $8,712 as at December 31, 2024 (2023 - $8,865). IFRS 9
requires that a forward-looking ECL model be followed. The guidance allows for a simplified approach for assets, including trade
receivables, that do not contain a significant financing component. This does not require the tracking of changes in credit risk but
requires recognition of lifetime ECLs at all times. The Company’s ECL based on the total receivables, past due invoices, historical
data and future analysis was $1,373 as at December 31, 2024 (2023 - $1,334).

IFRS 9 provides a low credit risk simplified approach for certain financial instruments if they are deemed to be a low credit risk.
Based on the Company’s portfolio, historical trends and future looking analyst predictions, it was concluded that the low credit
risk simplification could be used as debt investments have a low risk of default and the Company has a strong capacity to meet its
contractual cash flow obligations in the near future.

The majority of the Company’s retail sales are funded through cash, traditional credit cards and private label credit cards carried
on a non-recourse basis by third parties. Accordingly, fluctuations in the availability and cost of credit may have an impact on the
Company’s retail sales and profitability.

The Company manages credit risk for its cash and cash equivalents by maintaining bank accounts with major Canadian banks and
investing only in highly rated Canadian and U.S. securities that are traded on active markets and are capable of prompt liquidation.

Liquidity risk

Liquidity risk is the risk that an entity will encounter difficulty in meeting obligations associated with financial liabilities. The
purpose of liquidity risk management is to maintain sufficient amounts of cash and cash equivalents and authorized credit
facilities, to fulfill obligations associated with financial liabilities. To manage liquidity risk, the Company prepares budgets and cash
forecasts and monitors its performance against these. Management also monitors cash and working capital efficiency given
current sales levels and seasonal variability. The Company measures and monitors liquidity risk by regularly evaluating its cash
inflows and outflows under expected conditions through cash flow reporting such that it anticipates certain funding mismatches
and ensures the cash management of the business is within certain tolerable levels. These cash flow forecasts are reviewed on a
weekly basis by management. The Company mitigates liquidity risk through continuous monitoring of its credit facilities and the
diversification of its funding sources, both in the short term as well as the long term. As at December 31, 2024, unrestricted
liquidity was $513,151, comprising cash and cash equivalents, debt and equity instruments and its undrawn revolving credit
facility.

The following tables summarize the Company’s contractual maturity for its financial liabilities and includes both principal and
interest payments for the Company’s long-term debt:

Payments due by period

Contractual 2030 &
(CS$ in thousands) Carrying amount cash flows 2025 2026 2027 2028 2029 beyond
As at December 31, 2024
Trade and other payables 298,226 298,226 298,226 - - - - -
Lease liabilities 345,550 414,229 95,799 58,838 57,498 54,879 52,466 94,749
Long-term debt 80,000 84,732 10,981 73,751 - - - -
Total 723,776 797,187 405,006 132,589 57,498 54,879 52,466 94,749
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Payments due by period

Contractual 2029 &
(C$ in thousands) Carrying amount cash flows 2024 2025 2026 2027 2028 beyond
As at December 31, 2023
Trade and other payables 282,937 282,937 282,937 - - - - -
Lease liabilities 353,925 408,582 91,201 64,742 63,395 62,029 59,412 67,803
Long-term debt 100,000 108,858 12,402 96,456 - - - -
Total 736,862 800,377 386,540 161,198 63,395 62,029 59,412 67,803

The contractual cash flows have been included in the tables above based on the contractual arrangements that exist at the
reporting date and do not factor in any assumptions for early repayment. The amount and timing of actual payments may be
materially different. Contractual cash flows presented in the above maturity analysis table for lease liabilities and long-term debt
include principal repayments, interest payments, and other related cash payments. As the carrying amounts of these liabilities are
measured at amortized cost, the future contractual cash flows do not agree to the carrying amounts.

The Company’s credit facilities are further discussed in Note 14.

Market risk

Market risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate because of changes in market
prices. Market risk comprises three types of risk: interest rate risk, currency risk and other price risk.

(@) Interest rate risk

Interest rate risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate because of changes in
market interest rates.

The Company is exposed to cash flow risk on the term credit facility and the revolving credit facility, and to fair value risk on the
lease liabilities due to fluctuations in interest rates. Fair value risk related to the lease liabilities impacts disclosure only as these
items are carried at amortized cost on the consolidated statements of financial position.

As well, the Company’s revenues depend, in part, on supplying financing alternatives to its customers through third-party credit
providers. The terms of these financing alternatives are affected by changes in interest rates. Therefore, interest rate fluctuations
may impact the Company’s financing costs for retail sales financed using these alternatives and may also impact the Company’s
revenue where customers’ buying decisions are impacted by their ability or desire to use these financing alternatives.

(i) Interest rate sensitivity analysis

The Company’s net income is sensitive to the impact of a change in interest rates on the average indebtedness under
the term credit facility and the revolving credit facility during the year. For the year ended December 31, 2024, the
Company’s long-term debt was $80,000 (2023 - $100,000). Accordingly, a change during the year ended December 31,
2024 of a one percentage point increase or decrease in the applicable interest rate would have impacted the Company’s
net income by approximately $592 (2023 - $740).

(b)  Currency risk

The Company is exposed to foreign currency fluctuations since certain merchandise is paid for in U.S. dollars. This risk is offset to
the extent that foreign currency costs are included in product costs when setting retail prices. Accordingly, the Company does not
believe it has significant foreign currency risk with respect to its inventory purchases made in U.S. dollars.

(c) Other price risk

The Company is exposed to fluctuations in the market prices of its portfolio of debt securities. Changes in the fair value of these
financial assets are recorded, net of income taxes, in accumulated other comprehensive income as it relates to unrecognized gains
and losses. The risk is managed by the Company and its investment managers by ensuring a conservative asset allocation.
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24. Insurance Contract Risk

Certain subsidiaries of the Company are responsible for the insurance business and monitoring and managing the financial risks
related to the Company’s insurance operations. This is done through internal risk assessment reporting and by compliance with
regulatory requirements. TGLI provides group insurance coverage for life, accident and sickness covering personal credit card
debt; and group coverage for life, accident and sickness covering other personal short-term debt. TGl provides group coverage for
loss of income and property covering personal credit card debt; group coverage for loss of income and property covering other
personal short-term debt, and four and five-year term commercial property coverage. The principal risks faced under insurance
contracts are that (i) the actual claims and benefit payments or the timing thereof, differ from expectations. This risk is influenced
by the frequency of claims, severity of claims, actual benefits paid and subsequent development of claims; (ii) the risk of loss
arising from expense experience being different than expected; and (iii) the risk arising due to policyholder experiences (lapses)
being different than expected. The Company’s objective with respect to this risk is to ensure that sufficient reserves are available
to cover these liabilities.

The overall risk of the insurance operations is managed by diversifying across a large portfolio of insurance contracts and
establishing maximum benefit limits per claim types that the policy holder is entitled to. The Company, therefore, has a defined
maximum exposure, which enables it to effectively manage the overall risk.

25. Capital Management

The Company’s objectives when managing capital are to:

®  Ensure sufficient liquidity to support its financial obligations and execute its operating and strategic plans; and

®  Utilize working capital to negotiate favorable supplier agreements both in respect of early payment discounts and
overall payment terms.

The capital structure currently includes debt and equity securities, lease liabilities, term credit facility and borrowing capacity
available under the revolving credit facilities (Note 14). As at December 31, 2024, $187,742 is available to draw on under our
$200,000 revolving credit facility, as the borrowing capacity is reduced by ordinary letters of credit of $8,508 (2023 - $6,943) and
utilizing $3,750 of the revolving credit facility.

As at

(C$ in thousands) December 31, 2024 December 31, 2023
Current portion of lease liabilities 79,690 75,127
Current portion of long-term debt 7,500 7,500
Lease liabilities 265,860 278,798
Long-term debt 72,500 92,500
Total shareholders’ equity 1,141,150 1,028,524
Total capital under management 1,566,700 1,482,449

The Board of Directors reviews and approves any material transactions out of the ordinary course of business, including proposals
on acquisitions or other major investments or divestitures, as well as annual operating budgets. Based on the Company’s
borrowing capacity available and expected cash flow from operating activities, management believes that the Company has
sufficient funds available to meet its liquidity requirements at any point in time. However, if cash from operating activities is
lower than expected or capital costs for projects exceed current estimates or if the Company incurs major unanticipated expenses,
it may be required to seek additional capital.

The Company is not subject to any externally imposed capital requirements, other than with respect to its insurance subsidiaries.

Restriction on the distribution of capital from Trans Global Insurance Company and Trans Global Life Insurance Company

For purposes of regulatory requirements for TGl and TGLI, capital is considered to be equivalent to their respective statement of
financial position equity. Regulatory requirements stipulate that TGI must maintain minimum capital of at least $3,000 and TGLI
must maintain minimum capital of at least $5,000.
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In addition, the Company is subject to the regulatory capital requirements defined by The Office of the Superintendent of
Insurance of Alberta and the Insurance Act of Alberta (the “Insurance Act”). Notwithstanding that a company may meet the
supervisory target standard, The Office of the Superintendent of Insurance of Alberta may direct a company to increase its capital
under the Insurance Act. As at December 31, 2024, TGI’s Minimum Capital Test ratio was 420% (2023 - 388%), which is in
compliance with the requirements of The Office of the Superintendent of Insurance of Alberta and the Insurance Act.

For TGLI, the Life Insurance Capital Adequacy Test (“LICAT”) replaced the Minimum Continuing Capital and Surplus Requirements
(“MCCSR”) effective January 1, 2018. As at December 31, 2024, TGLI’s LICAT ratio was 432% (2023 - LICAT 388%), which is in
compliance with the requirements of The Office of the Superintendent of Insurance of Alberta and the Insurance Act.

26. Commitments and Contingencies

a) Pursuant to a reinsurance agreement relating to the extended warranty sales, the Company has pledged debt instruments
amounting to $0 (2023 - $414).

b) In the normal course of operations, the Company is party to a number of lawsuits, claims and contingencies. Accruals are
made in instances where it is probable that liabilities have been incurred and where such liabilities can be reasonably
estimated. Although it is possible that liabilities may be incurred in instances for which no accruals have been made, the
Company does not believe that the ultimate outcome of these matters will have a material impact on its financial position.

27. Consolidated Statements of Cash Flows

a) The net change in operating working capital balances consist of the following:

For the Year ended

(C$ in thousands) December 31, 2024 December 31, 2023
Trade receivables 35,155 (17,277)
Inventories 21,105 (5,984)
Prepaid expenses and other assets (468) (5)
Trade and other payables 18,738 34,233
Customers’ deposits 16,887 (15,501)
Provisions 2,492 3,602
Deferred acquisition costs (514) (1,698)
Total 93,395 (2,630)

b) Changes in liabilities arising from financing activities comprise the following:

(C$ in thousands) Leases Long-term debt
Balance as at January 1, 2024 353,925 100,000
Cash changes:
Long-term debt issuance - 10,000
Lease obligation repayment (94,562) -
Long-term debt repayment - (30,000)
Non-cash changes:
Additions 69,694 -
Disposals (577)
Interest 17,070 -
Balance as at December 31, 2024 345,550 80,000
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(C$ in thousands) Leases Long-term debt
Balance as at January 1, 2023 322,855 234,375
Cash changes:
Lease obligation repayment (93,187) -
Long-term debt repayment - (134,375)
Non-cash changes:
Additions 107,588 -
Interest 16,669 -
Balance as at December 31, 2023 353,925 100,000

28. Related Party Transactions

Balances and transactions between the Company and its subsidiaries, which are related parties of the Company, have been
eliminated on consolidation.

The Company has a 50% ownership interest in a joint operation “Beedie/Leon’s Delta-Link Joint Venture.” This joint operation
developed land into a 432,000 square foot distribution centre, which the Company occupies in Delta, British Columbia.

The Company has a 50% ownership interest in a joint operation “North 170/Leon’s Furniture Limited Joint Venture.” This joint
operation developed land into a 497,379 square foot distribution centre and corporate office (Brick Subsidiary), which the
Company occupies in Edmonton, Alberta.

Key management compensation

Key management includes the five senior executives of the Company. The compensation expense paid to key management for
employee services during each year is shown below:

For the Year ended
(C$ in thousands) December 31, 2024 December 31, 2023
Salaries and other employee benefits 6,003 5,828

29. Comparative Financial Information

The comparative consolidated financial statements have been reclassified from statements previously presented to conform to
the presentation of the December 31, 2024 consolidated financial statements.
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