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I LLER & BROWNLESS, P .• 

Al1omeys at Lew 

J .,._,ome MAlt 
s.a.,..,.a.-..... 
KOW> M.~· 

_.__. ..... 
•t&l.lounlalno.t.e.-3 

o.a.n. - 325-41 
T elopl'loo oo: liD" I 1137-.3000 
Fealmle (1100) 837.0153 

Pebruary 6, 1997 

Ma. Blanca Bayo, Director 
Division of Recorda and Reporting 
Plorida Public Service Commiaaion 
2540 Shumard Oak Blvd. 
Tallabaaaea, Plorida 32399-0850 

1311•BPwRuo.MIRoocl 
s..ite 201 
Tdal'W.u.e, FlonOe 323101 
T elopl'loo'" (800)8n-$200 
Fealmle (800)17t-0Qg() 

Pleau Reply To: 

Tallahaaaaa 

RB• JU.BC Applicatio.o - Tiela Loans of ,._.rica, rnc. d/b/a 
Secure tel 
Pile No. 97.2012 

Dear Me. Bayo: 

Attached please find the original and aix copies of tho A.LEC 
application of Securetol along with a chock i n the &mount of 
$250.00 for the filing fee. 

Tho expedited proceaaing of thia application ia reque1ted. 
Ploaao contact =• if any additional infor=ation ia needed in order 
to file thia application. 

Ctl743 

Very truly your a, 

.Ju..(J.. .. •. <. ~ .... ,. 
'suz<im.e Brownleaa 
Attorney fo r Securetel 

cct Rod Aycox, Preaidont 

Cllildl i'IICt't •tl(l , Jttt,f,J no 11:1<1 
lonwardeo , , • ., 11 r d<J'GSII 
Flac&llt• ,........,. a c I'Y ~ U1«k 
IO Rt\R,.. I• rvu:; t 1tl 0. ...... 

'ltV, <>I "" ll'>l1 ..... ·~ c:hed!. 

DOCUH( tiT • I "' Q(~ DATE 

0 I 4 8 8 FEB 10 In 
f PSC-Rf.CORDS I REI'ORTIHC 
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FLORIDA PUBLIC SBRVICI CQMNISSIOi 

26!10 SBUMAJI.D OAK aOULl!VARD 
T.IU.LIUIABSI!:IS, FLORIDA 3Z399-0850 

AfPLICA'liOI f08K 
!21: 

AQTBORI:l'X TO PROVIQI ALTIRJ!A'l'M LOCAL IXCBMGB SIRVICB 
WITHIN TRI STftTB OF rLQRIPA 

1. ~. ia aa applicatioo fora 

Original Authority (nwv oo.pany) 

2 . Raae of Applicant 1 

3. A. 

Title Loaua of Aaerica, Inc., d/b/a saouretel, a 
florida Corporation. 

Hatloou aalling addra .. iDcludlog atreat D ... , ouaher, 
poat ~ftlca box, c ity, atate, alp coda and phooa 
ouaber: 

8601 Duawoody Place, Suite 606 
Atlanta, Georgia 30350 

(800) 820-28116 
(770) 552-98t0 

B. Florida aailing addre1a including atreat oaaa, ouahar, 
poat office box, c ity, atata, alp coda, and phooa 
oUllbars 

o/a 

c. Pbyaical addraaa of alt.arnati•a local excbaoga aarvica 
in florida lncludiDg atraat oaae, ouaber, poat o ffice 
box, city, atata, xip coda, aod phooa owabars 

D/a 

t. Structure of organisations 

florida Corporation. An orgaoiaati ooal chart la 
attached hereto aa &xhibit A. 

DOCUMW f IIIJI"OF.R . OAT£ 

0 1488 fEB IO~ 
FPSC-R(COROS/R£PORTIHG 
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5 . If iucorporated, pla .. a provide proof fro. tba Florida 

Sao~tery of State that the applioaut baa authority to 
operata iQ Florida. 

Title Leana of Aaerica ia a duly ~giatarad Florida 
corporatiou, uaiguad docu.eot uUIIber P!lt000033827, aud 
authoriaa~ to do buaiDaaa iD tba State of Florida. Attached 
barato aa Zzhibit 8 ia certification froe tba Dapart.ent of 
State . 

Saouratal 

7. If applicable, plaaaa pzovida proof of fictitioua n ... 
(d/b/a) ragiatration. 

Attached aa Zzhibit c, Title Loan• of Aaerica d/ b/a 
Sacu~tal baa ~iata~d with tba Dapartaant of State aud 
bean a .. ig11ad tba fiotitioua ~giatration naabar 
097029900020 . 

8. If applioaut ia an individual, partnarabip or joint ventura, 
plaaaa give n ... , title and addraaa of aaoh legal entity. 

n/a 

9. State wbatbar any of tba o fficara , diraotora, or any of tba 
tan largaat atookboldara hava pravioualy baeD adjudged 
bankrupt, aantally incoapatant, or found guilty of any 
felony or of any crt.., o r wbatbar auob actlona aay raault 
froa pand~ng proc aadinga . If ao, plaaaa explain. 

Bona . 

10 . Plaaaa provide tba n ... , title, addraaa, talapbona nuabar, 
intarnat addraaa, aud facaiaila nuabar for tba paraon 
aarving aa ongoing liaiton with tba c-zmtaaion, and if 
different, tba liabon raaponaibla for tbb application. 

Rod Aycox,, Praaidant and CBO 
8601 Dunwoody Place, Suite ft06 
Atlanta, Georgia 30350 
(800) 820-28861 (800) 700-ttt9 fax 

11 . Plaaaa liat otbar atatea in which tba applicant ia currently 
providing or baa applied to provide l ocal axcbanga or 
altarnati•a local azohanga aarvioa . 

Bona. 
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12 . Baa the applicatlt been denied certification io ooy otbor 

atate? If ao, ple .. e liat the atate and reaaon for denial. 

n/a 

13 . Ba~e penaltiaa bean ~aed againat tho applicant in any 
other atate? If ao, plaaaa liat tho reuon for tba penalty. 

A/a 

1• . Pleaaa indicate bow a cuato.ar CUI file a ••~ica co.plaint 
With JOUr COIIpaAJ • 

A cuato.er aay fila a coaplaint with our co.pany either by 
calling (800) 820- 2886 toll free , or by aailiog aucb 
co.plaillt to our officaa . auob 0011plaint abould include tho 
porooa ' a o ... , addroaa, tol opbooo ouabor and tho nature of 
tho coaplaitlt. Our cuato.ar ••~ice boar. at our corporate 
haadquartara ar. 8t 30 a .a . to !S • 30 p .a., Nondar thru Friday. 
Ill addition, wo are eatahli abing a ~allabaaaoo office aad 
aAticipata ita boura of operation to be lOtOO a.a. to 6t00 
p.a., Monday tbru Fridar, and l OtOO a.a. to 2•00 p.a. oo 
Saturdar. 

l!S . Pleaao pro•ido all available docu.ontation do.onatrating 
that tba applioaAt baa tho following oapahilitioa to provide 
altornati•• l ocal exchange aorviae in Florida. 

A. Fina11cial capabilit y 

FiDILilaia~ otat-nta or. attached hereto aa axbibit D. 

CcllpaAJ BackgroUAd. 

~itle Loana of Aaerica (rLA) ia a well oatahliabod 
corporation, praaootly operating in 12 atataa. In oxiatonoo 
ainco 1993, TLA ia a financially aound corporation with tho 
following officer•• 

Praaidont a11d CEO, Rod Aycox 
Clliaf Fi.DaAcial Offic.r, ~rry Fielda 
V. P. , Opera tiona, ~ia •owoll 
Oenoral Coonael, Joh.n NoCluaky 
KIS Dir.ator, Paul Brya11t 

~be oo.pany poaaoawea aufficiont fi.nancia~ oapab1litr 
through i.ta o:dating inoOIM, aaaata and fa•orahlo credit 
atanding to aeot tho roquireaenta of tho Coaaaiaa1on and of 
Chapter 36•, Florida Statutoa, to operate aa a11 alternative 
local exchange aorvioo provider . 
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B. M&Jlagaria.l capability 

'rha offican liatad abova beliava that they poaaaaa tha 
.anagerial capabilitiea naedad to aatiafy the needa of 
cona-ra and the Co..iaaion in the State of Florida. 
Aa founder of 'rLA, Mr. Ayoox ia well veraed in new 
huaineaa at:a.rt up, with a provaa track raoord ia varied 
buaiJla.aa iJlt.enata. !ia rola in 4.-.aloping "cuntal 
in Pl orid• will be long range planning and axpanaioo of 
the local exchange ooapany . Mr. Pielda, aa a l ioanaed 
CPA wit.h 20 :raara of axparianoa, will naturally focua 
oa t:ba fiaiUloial haa.lt:b of tha ca.pan:r . Finally, Mr. 
•awall ' a foraal huai aaaa traiaiag at tha UDivaraity of 
Alabaaa' a Sobool of Buaiaau, oouplad with hia 
-.nag-at of day to day oparati.oaa for 'rLA will aarve 
the a- vealtura -11. Ia an-ary, the buainaaa aa-n 
and axpariaaoa of tha offiaara, ooabinad with tha 
addition of M&Jlagara with local axchanga oparationa 
axpariaace, will guarantaa the flaanoia.l and .anagarial 
atabilit:r of Sacuratal in Florida. 

c . Technical Capabil.it:r 

Ia addition to tba axpariaaca noted above, the 
coapany • a KIS Director will be raapoaaihla for 
fulfilling !the technical naada and raaponaib111tiaa of 
the buaineaa unit in Florida. l'urthar, Saouratal will 
raquira of ita aanagera for.al training in reaidential 
inata.llatio:na and applioatioaa, a a -11 aa reaala 
a~eifieationa. 8acur6tal•a taehDi eal capabil ity ia 
aolidifiad !by tba I.nouabant Local Bxohanga Coapany 
(IU:C), aa the coapaay plana to oparatad wholly aa a 
raaallar. Bach of the ILl':Ca hava taaaa of taohaiaa.l 
aupport ata·ff aaaigaad to raaellara and their aeeda. 
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AFFIDAVIT 

By 11f lipa'tura balO'III, I , tba undarti!Jllad officer, 
atteat to the accuracy of tba inforaation cantaioad in tbia 
application an4 •ttaabad docu.eota an4 that tbe applicant 
baa tba tachnica~ expartiaa, aaoagarial ability, and 
financial capability to pro•ide alt:arnat.ha local axcbaoga 
aarvica iD the State of Florida. I ba•• raa4 tha foragoio9 
ao4 daclare that to tba baat of 11f koovladga and baliaf , t .ha 
ioforaatioo ia trua aod cornet. I atteat that I ba•e tbe 
authority to aig'll on babalf of -r cc.paoy aod agree to 
ca.ply, cow and in the future, with all applicable 
c t a a ion rulea and ordera. 

f'1artMr. I • IDA that lnlQl!M\ to Qaptu f31.0f. 
rlod4fl 8tf!\9tu. '1f11ouu lgtowiaqly ••u a falH agt pt 
is wrJ.tJ.pcr vi." tlaa iJ!yat to wJ.alaa4 a psltUc Hngt io 
tll• MrfotMPce of bit offioial 4gb abaU be qpUU of a 
wJ.ad uor of t;U a9COQ4 4KJi'H. wp!laballl• aa pEVfidt4 ip 
a. 115.oe2 aa4 •· 115.0fJ.• 

Official• 1j '5 la0 J 
D a 

Titler ~~D?~;J.~S~ 
Addraaa r 8601 Dunwoody Place, Suite tO& 

Atlanta, Georgia 30350 

FORM PIC/ CKU 8 (07/95) 
~quirad by Cbaptar 36t.337, F.8. 
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ID!tlf A 

TITLE LOUS 01' AMIIUCA, IJIC. 
Operation. iD 12 atatea 

8&CURC'l'U. 
Aaeuaed n .... 

Reaeller of local escbang• aervicea 
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IIIDU I 

Cedifioai;iOA of Col'pOrate 8tataa, Florida Depart:.ent of state 



llrpurtmrnt of &tutr 

I certify from the reoords of this office that TITLE LOANS OF AMERICA, INC. Is a 

corporation organized under the laws of tho State of Florida, filed on 

May2, 1994. 

The document number ol thls corporation Is P94000033827. 

I further certify that aald corporation has paid allfeos and ponahias due this offJCO 

through December 31, 1996, that Its most recent annual report was filed on 

May 1, 1996, and lt.s status Is active. 

I further certify that said corporation has not filed Artlc:as of Dissolution . 

~l:lm unbrr mP l)nnb anb I~Ji 
&Tar &tal of dJr &tart of ,11onba, 

!11 ~1llal)lufrt, t~rCapttnl , t l)ur tbr 
Twenty-ninth bliP of January, 1997 
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'!J'IIU C 

llegl,•tratiOA of Plctltlo- .... 
Plor14a De~t of Stat. 
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FLORIDA DEPARTMENT OF STATE 

Sandra B. Mortham 

January 29, 1997 

SECURETEL 
8601 DUNWOODY PLACE 
STE 406 
ATLANTA, GA 30350 

Subject: SECURETEL 

Sactc14ty or St.alo 

REGISTRATION NUMBER: 097029900020 

This will acknowledge the ffling of the above flctitious name registration which 
was registered on Junual)' 29. 1997. This registration gives no rights to 
ownership of the name. 

Each fictitious name registration must be renewed every live y88fS between 
July 1 and December 3f of the expiration year to maintain regfstratlon. Three 
months prior to the expiration date a statement of renewal will be malted. 

IT IS THE RESPONSIBILITY OF THE BUSINESS TO NOnFY THIS OFACE IN 
WRITING IF THEIR MAIUNG ADDRESS CHANGES. Whenever corresponding 
please provide assigned Registration Number. 

Enclosed Is your certlllcate(s) as requested. 

Should you have any questions regarding this matter you may contact our office 
at (904) 488-9000. 

Public Assistance 
Division of Corporations Letter No. 497A00004633 

Division of Corporations· P.O. BOX 6327 -TallabUNoo, Florida 32314 



IJrpurlmrnl of &tulr 

I certify from the records of this office that SECURETEL Is a F'ICiitlous Namo 
registered with the Department of St~te on January 29, 1997. 

The Registration Number olthls Fictitious Name Is G97029900020. 

I further certify tha! said Fictitious Name Registration 1$ a.ctlve. 

I further certify that the allached Is a listing of the name(s) and address( as) of the 
roglstront(s) along with the county (or oountlos) dealgnotod lor said Fictitious 
Name Registration. 

~urn unbrr m•, IJanb anb tl}r 
&Tat &t-al oltJJr &rarr ol.lflonba. 

at trallal)a.,tt, t~t~lllll.t~llll~r 

Twenty·nlnth baP O(January, 1997 



• • 
mxax; D 

ReY~-..4 ptnenclal Stat...Dta 
.Ufl4a•it 
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AJ'PJDAVI'l' 

I BKREBY CBR'l'IFY that the attached coabiued balance ahaata o f 
Title Loana of a.arica, Jno. and Affiliatea, and tbe related 
coabiued atat-nta of inc~, aharaboldar•a equity and c aab 
flowa ia true aud correct to tba beat of ar knowledge and belief. 

Further, I aa aware that purau&Dt to Chapter 837.06, Flori da 
statutea, "Mboever knowingly -.kea a falae atat ... nt 1u writing 
with t:he int:eDt: t:o ai.alea4 a public aarvaut: ill the perforaaDea o f 
hia official duty ahall be guilty of a aiade .. auor of the eecon4 
degree, puuiabable aa rovided in •· 775.082, and •· 775.083. " 

Addreaa1 8601 Dunwoody Place, Suite 606 
Atlanta, Georgia 30350 
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Title Loans of America, Inc. 

Reviewed Financial Statements 
Periods Ended September 30. 1996 

IBDO 
800 Sddm• n. LL.P 
ACCOJNMH ~ Conf,.ujt;••• 
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Title Loans of America, Inc. 

Financial Statements 
Periods Ended Seprember 30. 199o 



IBDOe 

Repon on Reviewed Flnandal Statements 

T1tle L~ns of Amenta rnc 
Allanta Gtor(la 

)1\Pu.Jt-~( ..... ,...ru~~ !.... .. .. 
~~ .. ) f! U 
I~ IOo,...__..., 
' •' ttGII06&. IOT'l 

We have revle'*ed che a.companl'ln& combrned blllance sheecs o/ rule LOlli$ " ' tvner • 

Inc and Alllllaces iS ol Sepcember lO. IQ9o, and rho related combrned scacemencs r 

Income. shareholders .equ11y, and cash llows lor che periods then ended In accoroan -~ 

wlch Scacements on Standards for .Aerounune and Review Servrces Issued by rhe AmetiCJn 

lnslltuce of Cenlfred Public ,o.ccouncants ,o.ll tnlormatron Included In lhese lrn ancl.tl 

statemems IS the representation of the manavement of Title Loans or tvnerlc Inc J 11<1 

Alllllates 

" revr~ consrsts p11napally olrnournes of company personnel and ~nal~1oal ;:r:lc~ures 

appheJ 10 fmancral daca l!ts sub5canually leu on scope than an ao.rouon .teccroance .. u h 

eenerally accepted audouna S!andards. the oblectove of which IS the e.cpressoon of an 

opinion oeaard1n11 che fi nancial scatemencs raken as a whole ,o.ccordtnvly -~e oo nor 

express such an oponoon 

eased on our re<o1e-.s .o.e are noc aware of any materral modlhattons ch~• shcJio be m~d~ 

co rhe ao:ompal\)1118 f onanctal scarements on order lor them ro be In confcrmtty Notll 

wenerally acxepted •ccounun& pnnaples 
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TITLE LOANS OF AMERICA, INC. AND AFFILIATES 

COMBIN ED BA L ANCE SHEET 

SEPTEMBER 30, 1996 
(Unau dited ) 

ASS E T S 

CASH .......................................................... . 

LOANS RECEIVABLE .............................. . 
L8S$: Allowance lor Lossos ........... . 

Unearned Income.... .. .. .. .... .. 
Net Loans .................. .. 

AUTOMOBILE INVENTORY.. .. ................. . 

PROPERTY AND EQUIPMENT: 
Land...................................... .. ........... .. 
Sutldlngs.. ... .. .. .. .... . ........ .. .... . 
Equipment.. ................ .. 
Leasehold Improvements..... • .. . • ..... . 

Less: Accumulated Oepreclntlon .... .. 
Net Propeny ..................... .. 

OTHER ASSETS ........................................ .. 

TOTAL ASSETS .................. .. 

September 30. 
1996 

$ 1,246,890 

28. 169.301 
(2.092.509) 
12,284 8 15) 
23 .791 977 

1,034.859 

65,268 
623,888 

:? . 105.558 
1,41 3,638 

( 4d4 .!81) 
3, 763 87 1 

1 577 363 

s 31 .414,960 

See Notes to Comb•ned Ftnanc tal Statements . 

• 1 • 
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TITLE LOANS OF AMERICA, INC. AND AFFILIATES 

COMBINE D BALANCE SHEET 

SEPTEMBER 30, 1996 
(Unaud i ted ) 

LIA BILITIES AND SHA R EHOLDERS' EQUITY 

BORROWINGS. 
Note Payable ... ..... ........... .. . ..•..•.••. . •. 
Share holde rs ' Notos Payable ... ................. . 

To ta l Borrowmgs ....... . ..................... . 

SHAREHOLDER DISTRIBUTION PAYABLE .• 

ACCOU"'TS PAYABLE AND ACCRUED 
EXPENSES . . . ..... .... • ........ . 

MORTGAGES P.A YABLE ..... ....... ........... . 
Total Liabilitie s .............................. .. 

COMMITMENTS AND CONTINGENCIES ... .. 

SHAREHOLDERS" EQUITY· 
Common Stock ....... .. ........................ , .. . 
Retatned Earnings... ... . .. . .. ... .. ... . 

Total Snarehotders• Equity ........... . 

TOTAL LIABILITIES AND 
SHAREHOLDERS" EQUITY ...... 

September 30, 
1996 

s 14,024,696 
8.0 10.685 

22.035.361 

2,914.200 

876,39 1 

382. 189 
26 ,208 161 

124,000 
5 .082 799 
5.206.799 

$ 3 1,414.960 

See Notes to Combtned Ftnanctal Statements . 

. 2. 
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TITLE LOANS OF AMERICA, INC. AND AFFILIATES 

COMBINED STATEMENTS OF INC OME 

FOR THE NINE MONTHS AND QUARTER ENDED SEPTEMBER 3tl. 1996 
(Unaudiced) 

INTEREST AND FEES EARNED ••••.• 
INTEREST EXPENSE •••••..........•..•..•••• 
NET INTEREST AND FEE INCOME •..•.•. 

Less; Provlsoon For Losses .•...••• 
OPERATING MARGIN ....................... . 

OPERATING EXPENSES: 
Personnel Expense ..................... . 
Occupancy Costs. .... . •. .•••••••.• • 
Advercosing...... . . .................... . 
Professional Fees . . .............. .. 
lnvencory Coscs. , ................... . 
Ocher Expenses ..................... .. 

Total Operatong Expenses ............ . 

Nine 
Monchs Ended 
September30, 

1W6 

s 33,410,504 
1.680.758 

31.729,746 
4,927,000 

26.802.746 

6,209,695 
3,907.192 
2.682.097 
1,005,516 

495,609 
2.292.353 

16.572,462 

NET INCOME ............ ·• .................... S 10.230,284 

Quarter 
EI'IOed 

Sepcember 30. 
1996 

$1 3,261.772 
661 824 

12 599,9J8 
2 200.000 

10 399 ,9~8 

2.420,952 
1,488, 950 
1,096. 154 

219,00 1 
156,255 
839.423 

6 :?20 735 

s 4 179,213 

See Noces to Combmed Financoal Stacemencs . 

• 3 • 
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TITLE LOANS OF AMERICA, INC. AND AFFILIATES 

COMBINED STATEMENTS OF SHAREHOLDERS' EQUITY 

FOR THE NINE MONTHS ENDED SEPTEMBER 30, 1996 
(Unau dit ed) 

Balance. December 31, 1995 ......•. 
Shares Issued ............................. . 
Shareholder Cash Dlstnbutions ... . 
Net Income ••••••....•.•••..........•..••..... 

Balance, March 31. 1996 ......... .. 
Shares Issued,.................. •• . ... . 
Shareholder Cuh Ols tnbu tlons .. . 
Shareholder Accrued Dis tributions .. 
N.~ l Income •......•.. ...•.•• ...•........•..• 

Balance, June 30, 1996 .. ..... ............ .. 
Shares Issued . ........................ .. 
Shareholder Cash Dis tri butiOns ... . 
Shareholder Accrued Olstnbullons .. 
Net Income ••.•.•••.•..•...•••...•........... 

Balance. September 30, 1996 ......... .. 

Common S1ock 

Shares 

75.000 

75,000 
23.000 

98.000 
26,000 

124.000 

Amoum 

$ 75,000 

75,000 
23,000 

96,000 
26,000 

$ 124,000 

See Notes to Combined F1nanc1el Statements 

. 4 . 

Retained 
Eaminos 

s 2,813.01·1 

3 .812,047 

6.€25,061 

(4,360,499) 
( 1, 700,000) 
2.239 024 

2,803.586 

(685,800) 
( 1,214,200) 
4. 179 213 

$ 5,082. 799 
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TITLE LOANS OF AMERICA, INC. AND AFFILIATE S 

COMBINED STATEMENT OF CASH FLOWS 

FOR THE NINE MONTHS AND THE QUARTER ENDED SEPTEMBER 30, 1 996 

(Unaudited) 

CASH FLOWS FROM OPERATING ACTIVITIES. 
Net Income .... ................................. . 

Adjustments to reconcile net 1ncomu to net 
cuh provtded by operauons 

Provision tor Lones... • 
Depreciation expense 
(lncreue) tn Other Assets 
Increase in Accounts Payable and 

Accrued Expenses. < 

Net Cull Provided 

CASH FLOWS FROM INVESTING ACTIVITIES 
Loans mado or renewed . 
Loans repaid or renewed . .. 
(Increase) in Automobile lnveniory 
CaJ:ital expenditures 

Net Cllsll Uud 

.... 

CASH FLOWS FROM FINANCING ACTIVITIES 
Net Sorrowtngs of Debt.... .. 
Proceeds from Mongages Payable ....... .. 
Repayment of Mortgages Payable .......... .. 
Distributions to Shareholders. .. ........ .. 
Capita l Stock Issued. ..... . • ......... . 

Net Cash Prov•ded ....... . 

NET INCREASE IN CASH 
CASH. beginning 
CASH. ending 

... 

N11e Ouanor 
Months Ended Enctd 
September 30, Septemller 30, 

1996 1996 

$10.230.284 s 4,179,213 

4,927,000 2,200.000 
173.393 57,797 

(864.174) (951,003) 

134 308 4:!8600 
14 600 811 5 924 547 

{164,339 439) (87.828,399) 
151,641,521 61,032.370 

(265.014) (1 10,433) 
II 694 7361 1757 4!)81 

(14.457 6681 t1 663.9601 

5,105,210 2,805,369 
98,250 

{99,318) (27,793) 
(5,048,299) (885,800) 

49.000 26000 
106 843 2111n6 

249 sea 376.383 
996 904 868527 

s 1.246,890 s 1 246,890 

See Notes to Combtnod Financial Statements 
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TITLE LOANS OF AMERICA, INC. AND AFFILIATES 

NOTES TO COMBINED FINANCIAL STATEMENTS 

FOR THE NINE MONTHS AND THE QUARTER ENDED SEPTEMBER 30, 1996 

Note 1 • Summary or Signlllc~nt Accounllng Policies 

eustness 
TIUe Loans ol America, Inc:. and Its atflllated companies (tne ·company") IS In cne 

bustne.ss of making consumer loans couacerallzed by automobile tJUes The Com· 

pany opera tes in 9 states, prlmanly In tne Southeastern Unlleo States ana 1s 

compnsed of 11 management company, a und car ules company oneS 123 

londlno otllces at September 30, 

Eas•s of Presencauon 
The accompanymg comb1ne11 ftnonctal statements 1nclude tne oc:councs of Tirle Lo1ns 

of Amenta, Inc:. and all atfiUarecS companies and are presenred on a comb1n&d basis 

due to common ownership among aa or the anlltles. All s1grufic:Jnt •ntercompany 

Dalonces and transocuons have been ellm1natod 

Results o f operauons anll cnsn flows for 101onm perfooa are nor necessar~ty 

tndlcauvo ol what results of oporauons and Cllsh nows wtll be lor the enure year 

Loans Recalvable and Income Recogn~uon 

Loons Receivable are mode lor penods rang10g from 30 to 90 days, Wllh rhe 

ma1onty batng for a 30 day term These loans are made under applicable Slate 

laws and are collate rehzed by aucomoD1Ies wtth tne Company retetntng posses· 

ston of cno auromobllo title Interest and foes on cne roans are aufeHad "' the 

11mo the loan 1s made and recogmzed '" tncome us1ng a constanr yteld bas11 over 

tno term of cne loan The Company does not accrue 1ncome past tne conlnlcrual 

macunty dote and recogniZes tate fees and Interest only to the utont rec:ecved en 

cash. 

Allowance for Losses 
The Allowance tor Losses 11 estabbsned tnrough a proVISIOn tor tosses tnat 11 charged 

to e•penso When a loan Is derormtned ro be uncollectible, it Is charged against rne 

Allowance lor Lossea Recovenas of charged otf roans ore cradtfed to this accounr 

The difference m tne balance due and net reahzaore value of a 111ponessed loan cs 

also charged agamat rhe APowanca lor Losses p11or to recordmg tho coUaretll as 

Inventory The allowance repreaents monagemenr's best esumate of an amount thar 

w111 be adequate to absorb the 11\herenr aed1t tos10s in tho rececvalllu and marl<et 

nuctuauons '" rna CQIIacorat These esumares are baaed on ov11tuauons or s~cn l~c· 

tors as the CQIIea1bihty 01 tne tececvaCiea, oe~nquency, Cl"l•ng•• "' lhe '"'"'po"t!On ot 

the ponlollo, overall quallly ol the portfolio and tho underlying va.lue of u·,a collarerol 



• • Automobile lnvemory 
Automobile Inventory represents automobiles repossessed from customers IMI O•U 

not repay their controctual loan obligatiOn Upon repossesston, tne outomob1h! " 

wn11en down to us est•matod net raallzaolu value and the difference U'l th1s amount 

and tne balance due on the loan IS charged agamst the A llowance tor Losses 

Inventory Is earned at el!lmated net realizable value and any subsequent !)i'ltn " ' 

loss on the sale of mventory 1s recogn1zed at tnc 11me ot sale 

Propeny and Equ1pmen1 
Propeny anc Equ1pment is recorded at cost and depreciated on o str<ught line ll<JS·~ 

over the useful lives ol the assets 

Advenlsing EJcpenses 
The costs of commumca~ng aove11Js1ng, such as toltV1SIOIIl and radlo 11t ~me or P""' 
media. are expensed as Incurred 

Income Taxes 
The Company has elected Subchapter S tax status end t11eretore Is 1101 liable for 
1ncome taxes os all Income or loss ts passed through to the t11dlvldua1 sharehotoers 

Fatr Value ot Flnancial Instruments 
Loans Aecii!Vable • the cerrytng amount approxiMates fail value beeausa of the shOrt 

term metur.ry of these Instruments 
Sorrowmgs • due to the' shon term matunlles and adJUstable Interest rates, Ilia carry. 

lng value of these notes approximates fa11 value 
Mongages Payable • these mongages have lnlerett rates that are slm~la r to current 

mongogo rates obtainable by U1e Company and therefore the carry1ng value approxt· 

maces lair value 

Estimates 
The preparauon ol the combined tinanoal statements 1n conlorm1ty N1!h generally 

accepted accounting pnnetples requtres management to make esuma1es ana as· 

sumpuons thai alfec:t the reponea amoun11 ol assets and liabilities a11d di sc:lo· 
sures of conungent asseca and liabilities ot the date of the tinanc:Jal statements and 

tho reponod amounts ol revenue& and expenses dunng the penod. Actual results 

could diller lrom lhasa numates. 

Concentrouon ol Credit R1sk 
The Company las lunds 111 excess ol S 100,000 1n one ~na'ICIDI 1niiJtuuon. No tosses 

nave resulted trom this concentration . 

. 7 . 



• • Note 2 • Allow~nce for Losses 

-"n analySIS of the Allowance lor Losses tor the nine months and the ouaner ended 

September 30, 1996 ls .as follows. 

Beg1nn.ng Balanca 
Prov1s1on lor Losses .. 
Charge otrs. net of recovenes 

Endmg Balance ....................................... .. 

Note 3 - Note P~yable 

Nine Months 

s 1.360.929 
4,927.000 

(4 , 195 420) 
S2,092,509 

Ouaner 

5 1.644 000 
2,200000 

11 751 4~1) 
$2092.509 

The note payable representt borrowings under a eted1t line w1th a major lactonng 

company Amounts borrowed under the line ere due on demand. Dut 11 no demand 

1s made. lhe note 11 due on November 30, 1998 The noll egr11ment requires, 

among other things, that Shareholders' Equity plus Shereholdets' Notes Payable be 

greater than S1 .500,000. The agreement allows shareholder dtstnbutlon payments 

and/or payments of pnnc;~pol and Interest on Shareholders' Notes Payable, as long 

a5 the balance aftor su<;h payments oxc:otds 53,000,000 All assets, except cena1n 

lana and buddcngs that have pnor bans (see Note 4), are pledged os collateral under 

the agreement Add1tconally, all shareholders have personally guaranteeo the note 
The laccor.ng company has goven assurencea to the Company that 11 os their cnten
non to relmance the line of cred1t through at least January 1. 1997, assuming tnet 
the Company cs 10 compliance With all mallri&l proviSions of the agreement and 

assum1ng that the Company's flnanclai condition does not deteriorate In a m11erl· 
ally aoveru fashion SuD sequent to September 30, 1996, the Company amended 

Its credit lone wncch extended the matunty date to October 22, 1997 Increased tile 
mommum amount or Shareholders' Equny plus Shareholders' Notes Payable to 

S4 <~75,000 and added n requlfement lor mcncmum quanerly n et oncome to be 11 

lease S 1,500.000 AU othl!r PfOVISJons of lhe credot line were not substanuany changad 

Note 4 - Mortgages Payable 

Mongages payable conatst of mongages on land end buildings that are used in the 

operations and are colla teralized by S613,327 or land and buildings at Saptemoer 
30 The mongages have interest rates rangmg from 8.0% to 9 25%, matunty dates 
from 1997 to 2000 and pr1nc1p11 paymenu of S28, 136 due on 1998, S113,843 1n 

1997, 599,524 on 1998, S77,949 tn 1999 and 562,737 1n 2000 

Note 5 • Sh~roholders' Tranuctlons 

The Shareholders' Notes Plyable are ot Interest rates rangono from 8% to 12%, arQ 
due on demand, but If no demano os mooe they ere due December 3 1, 1998 and 

are suDordonated to borrowongs from the ractorong company (see Note 3). Interest 

oue on theSQ toans was added to the prmcopal amount of the loans durong the 
penods 

. 8 . 



• • Addotlonally. Olner Assels onclude 5105, 163 ol advances due tror.l shareholders 
o1 Seplember 30 These advances are a1 ra1es or on1eres1 rangong from 8% [0 
12"1. and are due on demand Repaymen1 or lhese advances os anue~pa1ed 10 oe 
made trom shareholder dtslnbuuons See Nole 8 

The Company accrues Shareholder dlslrlbultons lor lhe esume1eo oncome ~:u 
ltaooltly resulhng from 1he pass lhrough ot me Company's ne1 tncome 10 tne mdt· 
vtdual Shareholders. Accordongly, lha Shareholder OiSinbuloon Payable ol 
52,914.200 a1 Sep1ember 30 represenls amoun1s due Sharenoldors to; lheor lox 
llaboltly on me Company's ne1 Income tor lhe mne monlhs ended Seplambor 30 
Paymen1s or 1nos amoun1 are maoe 11 dates whiCh correspond '" llle Sharehold· 
ars· required lax payment dates. As a result, 5700,000 is anuctpaltd 10 ba paid 1n 
January 1997 and 52,214,200 In Apnl, 1997 See Note 6 

The Company has oblaoned auurance from ots major shareholder lhBI ot os hts 
lnlen!lon to financially suppon 1ne operallons of 1he Company through at leas! 
January 1, 1997 

Nole 6 • Rot:ainod Earnings 

Since Ill a Company has alecled Subcnaplar S lax s1a1us, llle lax haboluy l or 1ne 
Company's net tntom<t Is the responSibility of me indtV1dual sharehoklers Accord· 
1ngly, 1he Company makes dtslrlbullons 1o lhe shareholders for lheor l ax llabolny 
ana repaymem ol lhetr advances See Nolo 5 

No to 7 • Capita I Stock 

The Company os c:ompnsed of sepora1e corporations W1Ul each corporauon hovong 
shareholaers wnn stmijar owne.,htp percentages The number or shares ot common 
sleek aulhonzed. Issued and ou1s1andlng vary among lhe entltles. All sharas have 
a par value ot 51 00 per share 

Note 8 • Commitments and Contlngonclos 

The Company IS from wne to ume a defendanl '" legal acoons fr~ normal busoness 
acuvmes Managemem does no1 anttCipale that the uluma1e hablhty from ltUgauon 
ou1s1andlng at September 30 will have a ma1enally adverse affect on llle Company's 
ltnanclal slatements 

The Company's operallons are conducted pnmardy on loCllllons whiCh are occup•ed 
under operating lease agreemeniS Under the extsllng noncancelable lao1e1, lhe 
Company' s tu1ure montmum aggregate ronlol commolmenl al Oec6nlber 31 , 199S., 
amouniS 10 51,845,934 tor 1996, 51 ,736,589 for 1997, 51,637,178 tor 1958 
$1,201,82::1 for 1999, $676,37::1 for 2000 and $1,714.764 beyond. The Company's 
101a1 lulure c:omm11ment is 58,813.025 a1 December 31, 1995. 

Ounng 1996. 1he Comr:>any en1ered onlo lldOIIIonal noncancellable leases due 10 
1ts oncrease on lhe number ot lendtng ottlces These leases l'lave terms wntcn do 
no1 dtfrer substanltally from those '" effect as or Oecemoer 31, 1995 
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IBDO • 

INDEPENDENT AUDITORS' REPORT 

'", , ... .t(.o41f't c ""'" lwf'fWit '141 ' ,, 

N._.• • .,.,-'- au••• tJWJ 

t""4~t•~ ttCHif.M(AU 

, .. , ltOtltoM 1'111 

We have audited lhe combined balance sheet of 'IIIIo Lonna ol America. Inc. and 

1\flilloles as of December 31, 1995. and lhe related combined etalemenla of Income (loss), 

shareholders' eqully, and cash flows lor lhe yoar lhen ended. 1 hese llnanclal statements 

ore the responsibility of the Company's rnanogernenl. Our reaponslblllly Is to expreao on 

opinion on these llnanciol slolemerrls based orr our oudll. Tile combined llnallclol 

slalemenls o l nuo Loons ol America, Inc. om.l 1\IOIIalos. os of December 3 1, 1994, wero 

audiled by olhor auuilore wlroso repor l doled January 20. 1995, expressed an urrquafllled 

opinion orr those slotemeula. 

Wo conducted our audit In accordance wiUr generally occepled audiUng slom.lards 

Those slondarda require thai we plan ond perlorru the audit lo obtain reosonable 

ossuronco about whether the llnonclol slatemenlo are free ol material mlssluleruenl An 

oudil Includes exomlnlng, on o lost basis, evklonoo supporting the omounlo and 

disclosures In tho llnanclal alalornents. 1\n audit also Include• osseaalng the accounllng 

prlnclplee used and slgnlllcant eeUmotea made by management, 01 well os evaluating lhe 

overall finorrclol slalemont presonlallon. We beftove that our audll provides o reosonobfe 

IJosis lor our opinion. 

In our opinion. the 1995 cornblnod llnanclor slolcmonla relorred lo above fJrosenl 

fairly, In oil malerlol roapacls, U1e combined nnanclal position or Tille Loans or America, 

Inc. ond Alrlliolos os of December 3 I, 1995, ond the combined resulls of tholr operations 

and lhelr cash flows lor tho year then endod In conlorrnlly wilh gonernlly nccepled 

accounllny principles. 

June 11, 1996 



• • 
TITLE LOANS OF AMERICA, INC. AND AFFILIATES 

COMBINED BALANCE SHE ETS 

DECEMBER 3 1 , 1906 AND 1904 

ASSETS 

1995 1994 

CASII ..... ............................... , ............... . $ 990.004 s 759.260 

LOANS RECEIVABLE ......... 20.0211 ,380 8,<135,6111 
( 1,360,929) (200. 76<1) 
!2,4<1 2,392) 1624 ,004) 
16,221,059 7,6 10,0~ 

Leu: Alfowonco lor Lone• 
Unoornell lnco111o .................. . 

Net Loons ........................ . 

AUTOMOBILE INVEN rORY...... .. ............. .. 709,S.C5 65,703 

PROPERTY AND EQUIPMENT 
Lond ...................................... .. ···· •······· "····· 44,266 14,200 

Bulllllnys ................. ....................... .. 5 13,080 213.06 7 
1,196,727 457, 106 

758,73.C 272.602 Equipment..... • ......... . . . .. . 
Loaaehold Improvements . ....... • 

1271,089) j39,900) 
2,242,520 916,103 

Le11: Accumula lod Depreciation ..... .. 
Net Property. ....... . .......... .. 

OTHER ASSETS ................................ .......... . 713 109 73 01>7 

TOTAL ASSETS $20,943,525 $9142010&0 

Soo No les to Combined Flnnnclal Slateltlents. 

- 1 • 



• • 
TITLE L OAN S OF AMERICA , INC. AND AFFILI~TES 

C OMBINED BALA,...CE SHEETS 

D EC EMBEH 31 , 1995 A ND 199 4 

LIABILITIES AND SHAREHOLDE RS' EQUITY 

BOilROWINGS: 
Note Payable.................. .. .............. .. 
Shareholders' Notes Poyoble .................... . 

Total Borrowings ....................... ... .. 

ACCOUNTS PAYABLE AND ACCRUED 
EXPENSES ...................................... .. 

MORTGAGES PAYABLE ........................ . 
Total Liabilities .............................. .. 

COMMITMENTS AND CONTINGENCIES ..... 

SHAREHOLDERS' EQUITY: 
Common Stock ............................ ......... .. 
Rololned Earnings (DelicH) ................ .. 

Total Shareholders' Equity ................ . 

TOTAL LIABILITIES AND 
SHAREHOLDERS' EQUITY ....... 

1995 

$ 10,003.432 
8 ,eee1739 

16,930,171 

742,003 

383,257 
18,055,511 

75.000 
2,8 13,014 
2,888,014 

$20,943,525 

See Notes to Combined Financial S tatements. 

1994 

$5.379.343 
3,448,488 
8.625,829 

45 1,271 

135,34 I 
9,412,441 

40,000 
(25,591) 
14.•109 

$9,420,850 



• • 
TITLE L OAN S OF AMERI CA , INC. AN D AFFILIATES 

CO MBINED STATEM ENTS O F INCOM E (LOSS) 

FOR THE YEARS E NDED DECEMBER 31, 1 996 AND 1994 

INTEREST AND FEES EARNED ................... . 
INTEREST EXPENSE .................................... . 
NET INTEREST AND FEE INCOME ................. .. 

Len: Provision For Losses ........ .......... .. 
OPERATING MARGIN .............................. ...... . 

OPERATING EXPENSES: 
Personn el Expense .................................. .. 
Occupancy Co11t11 ....................................... . 
Advertising .......... ..................................... .. 
Proloas~onal Fees ..................................... .. 
Invento ry Coal s .............. .... .. .......... .. 
Other Exponae a .................................... . 

Total Operallng Expenses ................. ... . 

NET INCOME (LOSS) .................................. .. 

1995 

$23,014, 148 
1,514,083 

21,500,065 
6,349,169 

16r150,096 

4,36 1,060 
3,074,017 
2.09 1,3911 
1,073,950 

730, 119 
1,645,030 

12,977,291 

s 3,173,605 

See Notes to Co111blned Financial Staternenls . 

. 3 . 

1994 

54,844,753 
395,372 

4,449,361 
2~.764 

4,246,617 

1,356.202 
904.907 

1,005,290 
386,169 
173.305 
462,374 

4 ,290,327 

$ (41 ,1 10) 



• • 
TITLE LOANS OF AMERI CA , INC. AND AFFILIATES 

CO MBIN ED STATEMENTS OF SHAREHOLDER S' EQUITY 

FOR THE YEARS ENDED DECEMBER 31, 1995 AND 1994 

Balance, December 3·1, 1993 ........... . 
Shares Issued .............................. . 
Not (loss) ................ .................... . 

Bal!lnce, Oecenrbet 3 1, 1994 .......... .. 
Shores l aaued ............................ .. 
Shareholder Dlslt lbullons ............... . 
Net Income ............................. .. 

Balance, Doconrber 31, 1995 ......... . 

Cortut)OIJ Stock 

Shores Arnounl 

5,000 
35,000 

40 ,000 
35,000 

75,000 

$ 5,000 
35.000 

40,000 
35,000 

$75,000 

See Notes to Combined Financial S ta tements . 

. "' . 

llololnod 
Eerntnuo 
(Delicti) 

$ 16,119 

(41 ,710) 

(25,591) 

(335.000) 
3, 173,605 

$2,6'13,0 I " 



• • TITLE LOANS OF AMEHICA, INC. AND AFFILIATES 

COMBIN ED STATEMENTS OF CA SI I FLOWS 

I'OR THE YEARS END ED DECEMBER 31 , 1995 AND 1991\ 

CASH FLOWS FROM OPERATING ACTIVITIES 

Net Income (Loss) . .. .. 
Adjushnenls to reconcile uellncomo (loss) 

lo nel cosh provided IJy operations· 
Provision lor losses .......................... .. 

Deproclallorr expenee ........... . 
(lncreoso) In Olllor Assels ...................... . 

Increase In Accounls Payable and 
Accrued Expenses .................... .. 

Nel Cash Provided ..................... .. 

CASH FLOWS I'ROM INVESTING AC1WITIES: 

Lorm s modo or renewed ........................ . 

Lo11ns ropotd or ronowed ...................... .. 

Increase In Aulornoblle lnvonlory ......... .. 

Copllal expenditures ............................ .. 
Not Cosh Uaed ........................... .. 

CASH FLOWS FROM FINANCING ACTIVII IES 

Proceeds from Borrowings ...................... . 

Repoymenl of Borrowlnge ................... .. 

Proceeds from Morlgagos Payable ...... .. 

Repoymeul o f Mortgagee rayable ........ . 

Olslrlbutlons to Sh oreholders ................. . 

Capllal Stock luuod ......................... .. 
Not Cosh Provided .................... . 

NET INCREASE IN CASH ............................ .. 

CASH, beginning o l year ..................... ~ ....... .. 

CASH. end of yeor. . . . ............................... .. 

SUPPLEMEN'lAL OA"ll\' 
Interest paid ..... 

1995 

s 3 . 173,605 

6,349,169 
231,188 

(039,522) 

290,812 
0,405,252 

( 10 1,032,630) 
87,872,4 59 

(704.002) 
f1 ,555613) 

(o,2io:e72> 

8,953,142 
(8<18 ,800) 
297,000 
(49,084) 

(335.000) 
35r000 

8,0S2,2SO 

237,638 
769,260 

$ 11116.904 

$ l.!i 14,003 

See N oles lo Cotnblned Flnonclal Stotemenla . 

. 6 . 

1994 

$ (111 ,7 10) 

200.70<1 
39.310 

(20,075) 

438,738 
608,143 

(12,7t\2.9 15) 
5,276,11 511 

(65. 703) 
(900, 19t\) 

(0,'130,422) 

8,3811,929 

I 35.Jt\ I 

35, 000 
8 ,555.210 

724.99 1 
34 ,275 

$ 759,266 

s 395 ,312 



• • 
TITLE LO ANS OF AMERICA, INC. AND AF FILIATES 

NOTES TO COMBINED FINANC IAL STATEM E NTS 

FOR T ilE YEARS EN DED DECEMBER 31, 1995/\N O 1994 

Nolo 1 · Summary o f Slgnlflcant/\ccounllng Policies 

Business 
nile Loans of America , Inc. and lis affiliated companies (lhe ·company") Is lrt lite 

business of making consumer loan• collaterallz.ed by automobile Ulloa Tho Conr· 

pony operates In 8 slates, primarily~~ the Soulheoslorn Unllod Stalea and Is cont · 

urlsotl or a manauernent company, o used car aoloe company and 021ondlng olllcos 

(39 olrioes In 1994). 

Basis of Presentation 
Tho occompanylng combined flnanclalelalomonts Include the accounts of Tille Loan~ 

of America, Inc. and all alllllo lotl cornprmles and are proaenlod on a combined batls 

due to common ownership amortg all of Uro entities . All ai{jnlncant Intercompany 

balances and hanaaollona have been olhnlnalod 

Lo11na Rllcolvable and Income Rocognlllon 
Loon a Receivable are ruado lor peri<X.Ia ranging from 30 lo 90 daya. wlllr tho nre)urlly 

being lor a 30 day term. These loana are rnad11 under applicable etalo laws and are 

collateralized by automobiles wiU•the Company relalnlng pone .. lort oltlre autorno· 

bllo IIIIo. Interest and faee on the loo11a oro delorrod altho lime the loan Ia rnode ond 

recognized In lrtcorne ualrtg o constant yield boals over tho letrn o l the loan 1 he 

Company doesnoloCCiuo Income past U•e oonlracluolmnlurlly dole ond rocognlros 

late Ieos and hrlerust only to the o><lont received In cosh 

AJiowortce for Lones 
Tho /\llowonce lor Louosl11 oalabllshod through a provision lor 101181 lhotls charged 

to oxponao When a loan Ia detsrmb1od to be uncollecllblo. Ills charged ogolr~PIIhe 

Allowance lor Lonas. Recover lea of charged oH loans orn credited lo this oocounl 

1 ho tJIHnronco In I he bolance duo and notreol~pble value of o ropossoneo foart Is 

also charged ogalnsl lha Nlowonoe lor Lones Jlrlot to recording tho colla terol os 

Inventory. The allowanca reprosenlarnonogemenl's best osllrnala of an arnountlhol 

will bo adequate to absorb the lnheronl etedlllossos In the receivables and markol 

lluctuollons in lhe colloleral. Theao oallrnotea oro baaed on evaluations or such hiC· 

loro oa the colloctlblllly of the recelvolllea, delinquency, chongos In tho oo111poalllon ul 

tho porllollo. over oil QUAlity of tho pOt Iloilo ontl tho underlying value of tho collator a I 

• G • 



AuloonolJIIC' loovcoolu, • 
Automobile Inventory ocpoesenls aulornuiJfles 0epossessod huon cuslunoooo llool dkl 
nul repay their cunlrocluol loan uiJifgollon Upon repossosGion, l loe ouloooooiJIIo Is 
woillooo down lo Its cslfoooaletl not oeallzeiJie value and floe tlilference loo llols anoount 
ond tloe balance duo on l loo loan Is oloarged ogohool tloe Allowoooce for losses. 
Inventory Is canlod el eulhnelod not oeollzabto value and nny subsequeo:1 gain or 
to~~ on !loQ solo of fnveoolooy is oocogoolzetl al the Ilona of &lifO 

Property and Equipment 
Pooperly and Equipment Is recorded at cost aood depoecloted on a alroiyhl Uno IJasts 
over lloo useful Jives ol lho assets. 

Adverllslng Expenses 
The cosls of comrnunlcollng odvorllslng, such as totevlslooo a rod radio air lime or point 
media, are e~pensed as Incurred. 

loocoone Taxe• 
Tioe Cornpany has elected Subchapter S tax status ond thereloo e Is not tloiJie lor 
Income taxes as all Income or toaa Is pnssed through lo the lndlvlduol sharehokJers. 

Fair Valuo of Flnanclnl htshumenls 
loans Receivable - the carrying omounl a1Jproxhnolea loll value because ollho short 
toron maturily of those tnahurnenls. 
Bon owings· due to the ahorllormmalurllies ond adjualobte fntereet roles, the cony· 
hog value o llhese notes epproxlrnales lair votue. 
Mortgages Payable. these rnortgegos hove lnlerestroles thai aro ahntlar lo curreut 
rnootgoge rates obtainable by tho Company omllherolorQ the cnrrylng value appro•l· 
rnolas lair value. 

EsUmatea 
Tho poe[parallon of U1e combined llnonclol sloternenls In conformity with generally 
accepted accounUng potnolplea requires monageonenl to make oalhnalea oood OS· 
surnpllons thai ollecl the reported amounts of aneta ond liabilities ond dlaclo· 
auras or conllngenl easels and liabilities altho dole of the nno11clel sl olernenls :md 
the reported amounts of revenues and expenses during the period. Acluot resu!!s 
could differ from these estimates. 

Conconlrallon of Crodll Risk 
The Company has lunda In exceas of$ t 00.000 In one financial Ins lllullon No losses 
have resulted from this concenlrallon. 

Roctosalllcallona 
Cerlaln .amountaln the 1994 conoblneoJ llnonclol alolernonls hove boon reclassified lo 
conlonn with the 1995 presenlallon. 



Nolo 2 • 1\llow:uoco I Lossc" • 
An onalysls of tho Allowonce lor Losses lo1 tho yooru orn.lotJ Uocornbor 31, 199:i 01111 

I 994 Is as follows 

Ooghonlng Balance ..... .. .. .. .. ......... . 
P1ovlslon lo1 Losses ............................. .. 
Charge olft, nol of recovo1les ............... . 

Etodlng Balance.. ............. ............ •• 

Nolo 3 • No lo Payable 

Allowonoe 101 lonet 

$ 200,764 
5,349,109 

(4,169,004) 
$ 1,360,929 

s u 
700,70~ 

$200,764 

1 he nota payable 1eprosonts borrowings Undor o cr<Gdlt fino with A major loctorlng 

company. Amounlt borrowed under tho line 010 due on demand, buill no dornonc.lls 

modo, tho rrole It due on November 30, 1996. Tho n olo agleornonlrequlrea, nnoong 

other things, that Shareholdera' Equity plus Sharehokleos' Notes Payable be g1oale1 

than $1,500,000. The agreement allows sha1eholder dlshlbullon payments and/or 

poynoenls ol prlnclpol and lnlo1esl on Shoreholdore' Notes Payable, as long 111 t ho 

bolo nco ollor such payments e•ceods $3,000,000. All aneta, except certain lontJ and 

hulldlngathot hove prior lions (sao Note 4), are pledged oa collateral under tho agree· 

menl. Additionally, all ahareholdera have poiSon oily guarenloed tho nolo. Tho factor · 

lng company hoe given ossuroncos to the Company that It It their Intention to roll· 

nnnco tho line o r credit through at least January 1, 1997, a11urnlng lhollhe Corn pony 

Ia In compliance with allrnalorlol provisions oltho ngroemenl nntJ onurnln11 lhol l ho 

Cornpony'e llnonclol contJIUon does nol dolorlo1ole Ira a moterlolly atJverso lo&hlon . 

Nolo <I • Mortgagee Payable 

Mor tgogoa payable consist of mortgages on fond and building• that nro usod In lhe 

oporollona ond are collalorallzed by $482,327 or lond ond buildings. Tho n•ortgogoa 

hove Interest roles ranging lrorn 8.0% to 9.0%, molu•lly dale~ Jrorn 1997 to ;woo c;ond 

prlnclpol poyrnorols o r $112,804 duo In 1996, $82,3 '12lro 1097, SO-t,9611n 1090, $00,373 

fro 1999 and $02,737 In 2000. 

Nolo 6 • Shareh oldora' Tranaacllons 

I loa 6haroholders' Notes Payable ore ot lntore~lralel r!lnglng horn 8% to 12%. ore 

duo on demand, but If no demand Is made, they oro due December 31, 1990 and oro 

subordinated lo borrowings lrorn the factoring company (see Nolo 3). lntoretl due 

on lheao loans waa added lo the principal amount ol the loan• In 1995 and 199-t 

Addlllonany, Other Assets Include $311.841 o r advances due hom shareholders at 

Oocenober 3 I , 1995. These odvonces a1e at rote a ol lnlorosl ranging horn 6% to 

121Yo and ore due on demand. Repayment of those advances Is onllclpalod lu be 

rnntJo from ahareholder dlslllbullons See Note 0 

Tho Company has obtained onurance from Its m ajor ah.,ehokler lhal It I' his 

Intention lo llnanclally suppor t Ute operations o l the Coanpany lhrough ol least 

Jarounry 1, 1997 

. 8. 



Nu lu 0 • Hutn lu otl .. rlnuo • 
Slnco lloo Company hos olcclod Sul.lchoplor S lox slolus, lho !ox llnltlllly l or tho 
Comvnny's net income Is tho rosponsll.lllily o f tho hrdlvkluol aharoholdcfl Accord· 
lngly, the Company lnlonda lo dlslrll.lulo approxlrnolely $3,600.000 to the lhnrehold· 
ors In Avril. 1996 lor their lax llal.llllly ond revayrnenl ollhelr odvancet 

Nolo 7 • Cnfllla l Stock 

I ho Cornpotty Is conrprlsotl of scpnrnlo corporollone with eoch cOtltornUon hovl11g 
shoroholders with similar ownorehlp percentages. 1 he nurnl.ler olahnt"S o f cornrnon 
otock oulhorlzod, Issued orrd oulslandltty vory nmong Ute enlllles. AI Ooccntllflt 3 1, 
1005. lito Company lrod 2.'123,500 aluu os outhorlzed ond 76,000 luuod orrd uul· 
alnudlng AI December 31. 1994 lheee omuunla were 11 0.000. 40,000 11nd -10,000. 
resttectlvely. All shores have o p11r volue ol $1.00 per share lor 1995 ond 1994 

No lo 8 • Commllmont.s 11nd Contlugancloa 

Tho Company Is horn lime to lime o defendant In legal acllons hom nounoll.lutlrroas 
ocllvllles. Management does not anllclpole Urol the ullhnale liability hom llllg•Uon 
outstanding at December 31, 1995, will have o materially adverae err eel ott II to 

Cornpany'a llnonclol alo1erncnlll . 

1 Ito Company's oporottons ore conducted ptlmorlty In loco lions which nro occuplod 
umJor operating Ieese agreements. Rent c~pense was $1 ,-1 14,072 and S-1 19.2 I ll l or 
I 095 ond 1004, respectively. Under tho existing nonconcelablo lonsoa, tho Cornpony'a 
futuro rnlnlnrurn aggregole rental commlhnent at Docernl.lor 3 1. 101l0, ornuunto to 
$ 1,6116,934 l or ·1996, $1,736 ,689 lor 1997, $1 ,637,178 lor 1990, S I ,20 1,023 fur 1099, 
$070,373 l or 2000 and $1 ,7111,704 beyond. Tho Company's lolollulure cottunllnoont 
te so.o t 3,025 at Docernl.ler 3 t . 1995. 

• 9. 
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