ILLER & BROWNLESS,

Attorneys at Law

. Jorome Miller 415 Mountain Drive, Sulte 3
Suzanna Brownless Dwestin, Florida 32541

t Telephone: (904) BIT-3860
f:"“ "'_'__'" - Facsimile: (904) 837-6158

February 6, 1997

Ms. Blanca Bayo, Director
Divipion of Records and Reporting
Florida Public Service Commission
2540 Shumard Oak Blvd.
Tallahassee, Florida 32395-0850

39
P.

1311-8 Paul Russall Road

Suite 201

Talkahassee, Florida 32301
Telephone: (904) 8TT-5200
Facsimila: (#04) B78-0060

Plaase Reply To:
Tallahagsee

270 J7F 7K

RE: ALEC Application - Title Loans of America, Inc. d/b/a

Securetel
File Ho. 97.2012

Dear Mse. Bayo:

Attached please find the original and six copies of the ALEC
application of Securetel along with a check in the amount of

5250.00 for the filing fee.

The expedited processing of this application is requested.
Please contact me if any additional information is needed in order

to file this application.

Very truly yours,
(,:jg‘r\uum.f_z.wf

Eué' & Brownless
Attorney for Securetel

c:1743
cc: Rod Aycox, President

Chack recobvnd with 1) nh and

forwarded (v Fiscal for deposh

Fiscal 10 forwar & ooy of check

1o RAR waili proc! of denosh.

I of person who lorwardeo check.
b

DOCUMENT MUMBER -DATE
Oy 88 FEBIOG

FPSC-RECORDS/REFORTING




This

FLORIDA PUBLIC SBERVICE COMMIBSION
2450 SBHUMARD OAK BOULEVARD
TALLAHASSEE, FLORIDA 32399-0850

is an application for:
Original Authority (new company)
of Applicant:

Title Loans of America, Inc., d/b/a Securetel, a
Florida Corporation.

National mailing address including street name, number,
post nffice box, city, state, zip code and phone
number:

8601 Dunwoody Place, Suite 406
Atlanta, Georgia 30350

(800) 820-2886 (800) 700-4449 Fax
(770) 552-9840

Florida mailing address including street name, number,
post cffice box, city, state, =zip code, and phone
number:

n/a
Physical address of alternative local exchange sarvice
in Florida including street name, number, post office
box, city, state, zip code, and phone number:

n/fa

Btructure of organization:

Florida Corporation. An organizational chart is
attached hereto as Exhibit A.

DOCUMENT MNUMAER - DATE

UI488 Fegrog
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10.

11.

If incorporated, please provide proof from the Florida
Secretary of State that the applicant has authority to
operate in Florida.

Title Loans of America is a duly registered Florida
corporation, assigned document number P94000033827, and
authorized to do business in the State of Florida. Attached
hereto as Exhibit B is certification from the Department of
State.

Name under which the applicant will do business (d/b/fa):
Securetel

If applicable, please provide proof of fictitious name
(d/bfa) registration.

Attached as Exhibit C, Title Loans of America d/b/a
Securetel has registered with the Department of State and
been assigned the fictitious registration number
G97029900020.

If applicant is an individual, partnership or joint venture,
please give name, title and address of each legal entity.

n/a

State whether any of the officers, directors, or any of the
ten largest stockholders have previously been adjudged
bankrupt, mentally incompetent, or found guilty of any
felony or of any crime, or whether such actions may result
from pending proceedings. If so, please explain.

Please provide the name, title, address, telephone number,
internet  address, and facsimile number for the person
serving as ongoing liaison with the Commission, and if
different, the liaison responsible for this application.

Rod Aycox, President and CEO

8601 Dunwoody Place, Buite $#406
Atlanta, Georgiam 30350

(800) B20-2886; (B800) 700-4449 fax

Please list other states in which the applicant is currently
providing or has applied to provide local exchange or
alternative local exchange service.




12.

13,

14.

15.

Has the applicant been denied certification in any other
state? If so, please list the state and reason for denial.

n/a

Have penalties been sed against the applicant in any
other state? If so, please list the reason for the penalty.

n/a

Please indicate how a customer can file a service complaint
with your company.

A customer may file a complaint with our company either by
calling (B800) 820-2886 toll free, or mailing such
complaint to our offices. BSuch complaint should include the
person’s name, address, telephone number and the nature of
the complaint. Our customer service hours at our corporate
headquarters are 8:30 a.m. to 5:30 p.m., Monday thru Friday.
In addition, we are establishing a Tallahassee office and
anticipate its hours of operation to be 10:00 a.m. to 6:00
p.m., Monday thru Friday, and 10:00 a.m. to 2:00 p.m. on
Saturday.

Please provide all available documentation demonstrating
that the applicant has the following capabilities to provide
alternative local exchange service in Florida.

A. Financial capability
Financial statements are attached hereto as Exhibit D.
Company Background.

Title Loans of America (TLA) is a well established
corporation, presently operating im 12 states. In existence
since 1993, TLA is a financially sound corporation with the
following officers:

President and CEO, Rod Aycox

Chief Financial Officer, Terry Flelds
V.P., Operations, Tim Newell

General Counsel, John McClusky

MIB Director, Paul Bryant

The company possesses sufficient financial capability
through its existing income, assets and favorable credit
standing to meet the requirements of the Commission and of
Chapter 364, Plorida Statutes, toc operate as an alternative
local exchange service provider.




B. Managerial Capability

The officers listed above believe that they possess the
managerial capabilities needed to satisfy the needs of
consumers and the Commission in the Btate of Florida.
As founder of TLA, Mr. Aycox is well versed in new
business start up, with a proven track record in varied
business interests. His role in developing becuretel
in Florida will be long range planning and expansion of
the local exchange company. Mr. Filelds, as a licensed
CPA with 20 years of experience, will naturally focus
on the financial health of the company. Finally, Mr.
Newell’s formal business training at the University of
Alabama’'s School of Business, coupled with his
management of day to day operations for TLA will serve
the new venture well., In summary, the business acumen
and experience of the officers, combined with the
addition of Managers with local exchange operations
experience, will guarantee the financial and managerial
stability of Securetel in Florida.

C. Technical Capability

In addition to the experience noted above, the
company’'s MIS Director will be responsible for
fulfilling the technical needs and responsibilities of
the business unit im Florida. Further, Becuretel will
require of its managers formal training in residential
installations and applications, as well as resale
specifications. Securetel’s technical capability is
solidified by the Incumbent Local Exchange Company
(ILEC), as the company plans to operated wholly as a
reseller. Each of the ILECs have teams of technical
support staff assigned to resellers and their needs.




AFFIDAVIT

By my signature below, I , the undersigned officer,
attest to the accuracy of the information contained in this
application and attached documents and that the applicant
has the technical expertise, managerial ability, and
financial capability to provide altermative local exchange
service in the Btate of Florida. I have read the foregoing
and declare that to the best of my knowledge and belief, the
information is true and correct. I attest that I have the
authority to sign on behalf of my company and agree to
comply, now and in the future, with all applicable
Commission rules and orders.

ottiotals 31197

Bigna
Title: Q.J-ﬂ-—' _BPQEB_EQ“L.%B_%
) Telephone N r

Address: 8601 Dunwoody Place, Suite 406
Atlanta, Georgia 30350

FORM PSC/CMU 8 (07/95)
Required by Chapter 364.337, F.B.




Organizational Chart




ORGANIZATION

TITLE LOANS OF AMERICA, INC.
Operations in 12 states

BECURETEL
Assumed name
Reseller of local exchange services




EXHIBIT B

Certification of Corporate Status, Florida Department of State
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Bepartment of State

| certity from the records of this office that TITLE LOANS OF AMERICA, INC. is a
corporation organized under the laws of the State of Florida, filed on
May 2, 1994,

The decument number of this corporation is P94000033827.

| further certify that said corporation has paid all fees and penalties due this office
through December 31, 1996, that its most recent annual report was filed on
May 1, 1986, and its status is active.

| further certify that said corporation has not filed Articies of Dissolution.

@oen unber mp hand anb the
&reat Seal of the State of Flonba,
at Tallahassee, the Caputal, this the
Twenty-ninth  bavol January, 1997

J//%z@

Suandra B. Mortham
Secretary nlﬁilh




Registration of Fictitious Hame
Florida Department of State




FLORIDA DEPARTMENT OF STATE

Sandra B. Mortham
Socrotary of State

January 29, 1897

SECURETEL

8601 DUNWOODY PLACE
STE 406

ATLANTA, GA 30350

Subject: SECURETEL
REGISTRATION NUMBER: 97029900020

This will acknowledge the ﬁﬂ;g of the above fictitious name registration which
was registered on Junuary 29, 1997. This registration gives no rights to
ownership of the name.

Each fictitious name ration must be renewed every five between

July 1 and December 31 of the expiration year to maintain registration. Three
months prior to the expiration date a statement of renewal will be mailed.

IT IS THE RESPONSIBILITY OF THE BUSINESS TO NOTIFY THIS OFFICE IN
WRITING IF THEIR MAILING ADDRESS CHANGES. Whenever corresponding
please provide assigned Registration Number.

Enclosed is your certificale(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 -Tallahassee, Florida 32314
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02
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- | certify from the records of this office that SECURETEL is a Fictitious Name
! 1_.-"" registered with the Department of State on January 29, 1997,

SUZ  The Registration Number of this Fictitious Name is G97028900020.
S0 | further certify that said Fictitious Name Registration is active.
d.ll.:i? | further certify that the attached is a listing of the name(s) and address(es) of the

791 registrant(s) along with the county (or counties) designated for said Fictitious
) Name Registration.

Sen unber mp hand and the
Sreat Sral of the State of Flonbda,
at Callahasser, the Capital, this the
Twenty-ninth  bap of January, 1997

Sundra B. Mortham
Secrel o




Raviewed Financial Statements
Affidavit




AFFIDAVIT

I HEREBY CERTIFY that the attached combined balance sheets of
Title Loans of America, Inc. and Affiliates, and the related
combined statements of income, shareholder’'s equity and cash
flows is true and correct to the best of my knowledge and belief.

Further, I am aware that pursuant to Chapter 837.06, Florida
Statutes, "Whoever knowingly makes a false statement in writing
with the intent to mislead a public servant in the performance of
his official duty shall be guilty of a misdemeanor of the second
degree, punishable as provided in s. 775.082, and s. 775.083,"

13197

iDate

Official:

Address: 8601 Dunwoody Place, Suite 406
Atlanta, Georgia 30350




Title Loans of America, Inc.

Reviewed Financial Statements
Periods Ended September 30, 1990

IBDO

BODO Seldman, LLP

Accountands and Consulia=*




Title Loans of America, Inc,

Financial Statements
Periods Ended September 30, 1996




. BDO Seldman, LLP . 12 Pexctitnee Contet Aefive Suite 500
Accountants and Consullants Attania Ceorpa B0 1280
Telephone | b, Sa8 ced?

Fan je0a) ead- 10T

Report on Reviewed Flnanclal Statements

Title Loans ol Amenca. Inc
Atlanta. Georgia

We have reviewed the accompanying combined balance sheets of Title Loans of America
inc and Alfiliates as of September 30, 1996, and the related combined statements of
income. shareholders’ equity, and cash flows for the periods then ended. in accordance
with Statements on Standards for Accounting and Review Services issued by the American
Institute of Cernified Public Accountants All information included in these financial
statements is the representation of the management of Title Loans of Amefica. Inc and

Affiliates.

A review consists principally of inquines of company personnel and analytical procedures
applied to financial data. it is substantially less in scope than an audit in accordance with
generally accepted auditing standards, the abjective of which ls the expression of an
opinton regarding the financial statements taken as a whole Accordingly. we do not
express such an cpinion

Based on our reviews, we are not aware of any material modifications that shculd be made
to the accompanying financial statements in order for them to be in conlormity with

generally accepted accounting principles
P _(_ | ﬂ W
A
/

Movember 8, 1996




TITLE LOANS OF AMERICA, INC. AND AFFILIATES

COMBINED BALANCE SHEET

SEPTEMBER 30, 1996

(Unaudited)

ASSETS

LOANS RECEIVABLE.........ccocciviivansinssssninss
Lass: Allowance for Losses ...............
Unearned Incoma.......... .

Nal LOaNns. o erenesas

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

FROPERTY AND EQUIPMENT:
B Ty | ey P iy T T [ PO S o P
BOlldiIng B v iteiiedeasinrihispsvniospieilecessnins
EQUIRMONT. s i iiasssssiiersaresnnitas R
Leasehold Improvements..............cooveees
Less: Accumulated Depreciation.......
Net Propeny..........cccooereernninns

OTHER ASSETS..ccicunrrimmssissisisiisprarngsssess
TOTAL ASSETS.........cccinmeine

September 30,
1658

$ 1,246,880

28,169,301
(2,082,509)
(2.284 815)
23. 791977

« 1,034,859

65,268
623,888
2,105,558
1,413,638
(444 £81)
3,783 871

M
§ 31,414 960

See Notes to Combined Financial Statements.

.




TITLE LOANS OF AMERICA, INC. AND AFFILIATES

COMEINED BALANCE SHEET

SEPTEMBER 30, 1996
(Unaudited)

LIABILITIES AND SHAREHOLDERS" EQUITY

Saplember 30,

1996
BORROWINGS:
Note Payable.........ccoeeisraneieiiiane aebony
Shareholders’ Noles Payable.................... $:14,024,809
Total B : __B.010.885
ota OrTOWINGS. .ccvvemriiarssrnrensrrmarinns 22 035,381
SHAREHOLDER DISTRIBUTION PAYABLE.. 2.914.200
ACCOUNTS PAYABLE AND ACCRUED
EXPENSES.........cooovvven ) o 876,391
MORTGAGES PAYABLE..........ccovvvininnians
Total Liabilitie —-3“§_'_ EE‘IBE
ota 1IADIILIAS.. ... iovesisscirapansanansnssinans 28,2 B 161
COMMITMENTS AND CONTINGENCIES.....
SHAREHOLDERS' EQUITY:
Commoan Stock... B e L 124,000
Retained Earmngs e 9, T 5 082 799
Total Shareholders’ Equﬂy I IS ——nrE T80
5,206,799
TOTAL LIABILITIES AND
SHAREHOLDERS' EQUITY ....... 5 31,414,980

|

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

COMBINED STATEMENTS OF INCOME

FOR THE NINE MONTHS AND QUARTER ENDED SEPTEMBER 30. 1596

(Unaudited)
Nine Quarter
Manths Ended Ended
September30, September 10,
1996 1996
INTEHES‘T AND FEEE EARNED ......... 533I41u.5m 513‘2ﬁ1'?‘?2
|NTERE5T EXFENSE .......................... 15”?55 661 524
NET INTEREST AND FEE INCOME....... 37739748 12,599,848
Less: Provision For Losses........ 4927 000 2 200.000
OPERATING MARGIN..........cccocoeseeieies T35 802,748 10 399 S4B
OPERATING EXPENSES: .
Personnel Expense. .. ..................... 6 200 695 2 420,952
Occupancy Costs................ 3607192 1,488,550
Advertising........ PR . 2 882 097 1,096,154
Professional FEEs... ... ... 1005516 219 001
Inventory Costs......i..cicianiurnnnnnanns 495609 156,255
DH‘!EI’ Expﬂﬂiﬂﬁ an misdman 2 292'353 339“23
Total Oparatmg Enpansas .. —IEE75a62 6220735
NET INCOME.............. pwmedREaRREEERFEREESSEaa 51”23{]'254 s 4 1?91213

See Notes to Combined Financial Stalements.

i




TITLE LOANS OF AMERICA,

INC. AND AFFILIATES

COMBINED STATEMENTS OF SHAREHOLDERS' EQUITY

FOR THE NINE MONTHS ENDED SEPTEMBER 30, 1996

(Unaudited)
——Common Stock Retained
Shares Amount Earnings_
Balance, December 31, 1995....... 75,000 $ 75,000 $ 2,813,014
Shares Issued.............cieiunesinnns
Shareholder Cash Distributions....
Met INCOMAB........cccvrimssrrnammmmssasosannsss 1 812.047
Balance, March 31, 1896................. 75.000 75,000 6.625.061
Shares Issued.. . 23,000 23.000
Shareholder Cash Du:nbulmns (4,360,489)
Shareholder Accrued Distributions.. (1,700,000)
Nat INCOMB@. ... iiiiiinmiaasrsnrsranass : 2 239 024
Balance, June 30, 1996.............000000ee 98.000 98,000 2,803,586
Shares |ssued.. . 26.000 26,000
Shareholder Cash Distributions. ... (685,800)
Shareholder Accrued Distributions.. (1,214,200)
Net INCOMEB.......cccoeiemrimssamennnansnnsinsas 4,179.213
Balance, Septamber 30, 1986........ 124.000 $ 124,000 $ 5.082.799

See Notes to Combined Financial Statements.
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TITLE LOANS OF AMERICA,

INC. AND AFFILIATES

COMBINED STATEMENT OF CASH FLOWS

FOR THE NINE MONTHS AND THE QUARTER ENDED SEPTEMBER 30, 1996
(Unaudited)

Nine Cuarter
Months Ended Ended
Septemper 30, September 30,

1986 1996
CASH FLOWS FROM OPERATING ACTIVITIES:
Net Income........ By ZiC i Ll R L gl $10230284 S 4,179,213
Adjustments to reconcile net income 10 net
cash provided by operations.
Provision for LOSS@S........ocoooeviviinmmmeninninn 4,927,000 2,200,000
Depreciation @xpense. ..o 173,363 57,797
{Increase) in Other ASSetS............cccceiniene (864,174) (851,063)
increase in Accounts Payable and...........
Accruad EXpanSes.........¥ . ccivanninaciine 134 908 438,600
Net Cash Provided.............cc...ouun. 14 800 811 5 G724 a7
CASH FLOWS FROM INVESTING ACTIVITIES:
Loans made or réenewed e (184339439)  (87.828,395)
Loans repaid or renewed., ceevseniasareies  154.8471.521 61,032,370
(Increase) in Automobile Invanmry ............. (265,014) (110,433)
Capital expenditures............ooccovmiomrennnnn (1.694.736) (757 498)
Net Cash Used.................. (14,457 668) ~[7.663,660)
CASH FLOWS FROM FINANCING ACTIVITIES:
Net Borrowings of Debt... verraans 5 105210 2 805,369
Praoceeds from Murtgagas Fa;.rabln 98,250
Repayment of Mortigages Payable.. ; (99,318) (27.793)
Distributions to Sharahulders....,... (5,048,298) (685,800)
Capital Stock issued...............cccniiininn 49000 28.000
Net Cash Provided.. ........ 106 843 2117.778
NET INCREASE IN CASH.. 249 986 378,362
CASH, beginning .......cccccccuimecmsamarracesanses 906 904 868 527
CASH, @NAING ... icrmrrerivsranseannnnrnsnssssssnrassiosyoss $1246890 S 1,246,890

See Noles to Combined Financial Statements




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 of Significant Accounting Policies

Business
Title Loans of America, Inc. and its affiliated companies (the *Company”) is in the

business of making consumer loans collateralized by automobile tities The Com-
pany operates in 9 states, primarily in the Southeastern United States and Is
comprised of a management company, a used car sales company and 123
lending offices at September 30.

Easis of Presentation
The accompanying combined financial statements include the accounts of Title Loans
of Amernica, Inc. and all affilialed companies and are presented on a combined basis
due to common ownership among all of the enlities, All significant intercompany
balances and transactions have been eliminated.

Results of operations and cash flows for intenm periods are nol necessarily
indicative of what results of operations and cash flows will be for the entire year

Loans Receivable and Income Recognition
Loans Receivable are made for periods ranging from a0 to 90 days, with the
majority being for a 30 day term. These loans are made under applicable state
laws and are collateralized by automobiles with the Company retaining posses-
sion of the automobile title. Interest and fees on the lcans are deferred al the
time the loan is made and recognized in income using a constant yiald basis over
the term of the loan. The Company does nol accrue income past the contractual
matunty date and recognizes late fees and interest only to the extent received in

cash.

Allowance for Losses
The Allowance for Losses is established through a provision for losses that is charged
to expensa. \When a loan is determined to be unccllectible, it is charged againsi the
Allowance for Losses. Recovenes of charged off loans are credited to this account
The difference in the balance due and net realizable value of a repossessed loan Is
also charged against the Allowance for Losses pnor to recording the collateral as
inventory. The allowance represents management's best astimata of an amount that
will be adequate to absorb the inherent credit losses in the receivables and market
fluctuations in the collateral. These estimales are based on evaluations of such fac-
tors as the collectibility of the receivables, delinquency, changes in the composition of
the portfolio, overall quality of the portfolio and the underying value of tia collateral

.8




Automabile Invenlory .
Automobile Inventory represents aulomobiles repossessed from customers that aud
not repay their contractual loan obligation. Upon repossession, the automabile s
wniten down 1o its estimated net realizable value and the difference in this amaount
and the balance due on the loan is charged against the Allowance for Losses
Inventory is carned at astimated net realizable value and any subsequent gain or
loss on the sale of inventory is recognized at the ume of sale.

Properny and Equipment
Property and Equipment is recorded at cost and depreciated on a straight ine basis
over the useful lives of the assets.

Advertising Expensas
The costs of communicating advertising, such as television and radio air ime cr print
media, are expensed as incurred.

Income Taxes
The Company has elected Subchapter S tax stalus and therefore is not liable for
income taxes as all income or loss is passed through to the individual shareholaers

Fair Value of Financial Instruments
Loans Receivable - the camying amount approximates fair value because of the shon
term matunty of these instruments.
Borrowings - due to the'short term matunties and adjustable interest rates, the camy-

ing value of these notes approximates fair value
Mangages Payable - these morigages have interest rates that are similar to current

morgage rates oblainable by the Company and therefore the carrying value approxi-
mates fair valua,

Estimates
The preparation of the combined financial statements in conformity with generally

accepled accounting principles requires management 1o make estimates and as-
sumptions that affect the reported amounts of assets and liabilities and disclo-
sures of contingent assets and liabilities at the date of the financial statements and
the reported amounts of revenues and expenses during the pericd. Actual resulls
could differ from thase estimates,

Concentration of Credit Risk
The Company has funds in excess of $100,000 in one financial institution. No losses

have resulted from this concentration,




MNote 2 - Allowance for Losses

An analysis of the Allowance for Losses for the nine months and the guaner ended
September 30, 19596 15 as follows:

Nine Months Quaner

Beginning Balance.............coevviiniiiins b § 1,380,029 $ 1,844,000
Provision for LOSSeS.........cccccviiniiarmasi cienens 4,927,000 2.200.000
Charge offs, net of recoveres......... ........ (4.195 420) (1.751.451)
ENdiNg BRIBNCE. ..ooiocoiiaromsstpiessssrrives srossionss §2,092.509 $ 2002 509

Note 3 - Note Payable

The note payable represents borrowings under a credit line with a major factoring
company. Amounts borrowed under the line are due on demand, but if no demand
is made, the note is due on November 30, 1868, The nole agreement requires,
among other things, that Shareholders’ Equity plus Shareholders’ Notes Payable be
greater than $1,500,000. The agreement allows shareholder distribution payments
and/er payments of principal and interest on Shareholders’ Notes Payable, as long
as the balance after such payments exceeds 53,000,000, All assels, excepl cenain
land and buildings that have prior liens (see Note 4), are pledged as collateral under
the agreement. Additionally, all shareholders have personally guaranteed the note.

The factonng company has given assurances to the Company that it is their inten- =
tion to refinance the line of credit through at least January 1, 1987, assuming that
the Company is in compliance with all material provisions of the agreament and
assuming that the Company’s financial condition does not deleriorate in a materi-
ally adverse fashion. Subsequent lo September 30, 15898, the Company amended
its cradit line which extended the matunty date to October 22, 1987, increasec the
minimum amount of Shareholders' Equity plus Shareholders’ Notes Payable to
54,475 000 and added a requirement for minimum quarterly net income (o be at
least 51,500,000 All other provisions of the credit line were not substantally changed.

Note 4 - Mortgages Payable

Morigages payable consist of morigages on land and buildings that are used in the
operations and are collateralized by $613,327 of land and buildings at Septembaer
30. The mortgages have interest rates ranging from 8.0% to 9.25%, maturity dates
from 1997 to 2000 and principal payments of $28,1368 due in 158588, $113,843 in
1997, $99,524 in 1998, §77,949 in 19989 and $62,737 in 2000.

Mote 5 - Shareholders' Transactions

The Shareholders’ Notes Payable are at interest rates ranging from 8% to 12%, are
due on demand, but if no demand is made, they are due December 31, 1958 and
are subordinated to borrowings from the factoring company (see Note 3). Interast
due on these loans was added to the prnincipal amount of the loans durnng the
periods.




Addionally, Other Assets include 5105,163 of advances due from sharehaolders
at Seplember 30, These advances are al rates of interest ranging from 8% to
12% and are due on demand. Repayment of these advances is anlicipated to be
made from sharehcider distnbuticns. See Note 6

The Company accrues Shareholder distnbutions for the estimated income tax
lability resulting from the pass through of the Company's net income to the indi-
vidual Shareholders. Accordingly, the Sharehclder Distribution Payable of
5$2,914 200 at September 30 represeants amounis due Sharenociders fc- their tax
liability on the Company's net income for the nine months ended September 30
Payments of this amount are made at dates which correspond o the Sharehcid-
ers’ required tax payment dates. As a result, $700,000 is anticipated to be paid in
January 1997 and 52,214,200 in Apnl, 1997. See Note 6,

The Company has obtained assurance from its major shareholder that it is his
intention to financially support the operations of the Company through at least

January 1, 1987.

Note 6 - Retained Earnings

Since the Company has elected Subchapter S tax status, the tax liability for the
Company's net income s the responsibility of the individual shareholders. Accord-
ingly, the Company makes distributions to the shareholders for their tax liability
and repayment of their advances. See Nole 5

Note 7 - Capital Stock

The Company 1s comprised of separate corporations with each corporation having
shareholders with similar cwnership percentages. The number of shares of common
stock authorized, issued and outstanding vary among the entities, All shares have
a par value of 51.00 per share,

Note 8 - Commitments and Contingencies

The Company is from time to time a defendant in legal actions fiom normal business
activities. Management does not anticipate that the ultimate liability from litigation
outstanding at September 30 will have a matenally adversa effect on the Company’s

financial statements.

The Company's operations are conducted pnmarily in locations which are occupied
under operating lease agreements. Under the existing noncancelable leases, the
Company's future mirimum aggregate rental commitment at December 31, 1895,
amounis to 51,845,934 for 19986, 51,736,589 for 1997, §1,637,178 for 1288,
$1,201,823 for 1999, $676,373 for 2000 and $1,714,764 beyond. The Company's
total future commitment is $8,813,025 at December 31, 1985.

Durng 1996, the Company entered into additional noncanceliable leases due to
its increase in the number of lending offices. These leases have lerms which do
not differ substantially from those in effect as of December 31, 1985
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INDEPENDENT AUDITORS' REPORT

ce sheel ol Tille Loans ol Ametica, Inc. and
laled combined stalements of income {loss),
then ended. These financial slalemenls

We have audiled the combined balan
Affiliates as of December 31, 1095, and \he re
shareholders' equity, and cash llows for (he year
are the responsibllity of the Company's management. Our responsibilily is lo express an
opinion on lhese financial statements based on our audit. The combined financial
slalements of Tille Loans of America, Inc. and Affiliales as of December 31, 1004, weie

audited by other audilors whose report dated January 20, 1995, expressed an unqualified
opinion on those sialements.

We conducted our audil in accordance with generally accepled audiling standards.
Those slandards require thal we plan and perform the audit to oblain reasonable
assurance aboul whether (he financial stalements are free of malerial misslalement. An
audit includes examining, on a lesl basis, evidence suppoiting the amounis and
disclosures in the financial stalemenis. An audit also includes assessing the accounling
principles used and significant eslimales made by managemenl, as well as evaluating the
overall financial stalement presentalion. We believe thal our audil provides a reasonable

basis for our opinion.

5 combined linancial stalements referred lo above present

falrly, in all material respects, the combined financial position of Tille Loans of Amerlca,
inc. and Affiliales as of December a1, 1895, and the combined results of thelr operalions
and thelr cash flows for the year lhen ended in conformity with generally accepled

accounting principles.

une 11, 1996 EDO ; ‘ mrj /"y’(j

In our opinion, the 189




TITLE LOANS OF AMERICA, INC. AND AFFILIATES

COMBINED BALANCE SHEETS

DECEMBER 31, 1996 AND 1994

ASSETS
1995
G ABHL. ..o vicimnriirrnsnsasinasssransasnsssshsbi Seesesssssats e $ 096,004
LOANS RECEIVABLE..............cocommmmerimmnnns . 20,024,380
Less: Allowance for Losses................ {1 360,928)

Uneamed INCome. . .........oooevnenes _(2,442,392)

Meat Loans.........ccviniirssenannnis 132 21,069
AUTOMOBILE INVENTORY .......cccciiinnnnniin 760 845
PROPERTY AND EQUIPMENT:

Land,., A 44 268
Bulldlnun 513,888
Equipnmnt 5 = e 1,108,727
Leasehold lmpmumunlu ....................... 768,734

Less: Accumulaled Depreciatlon....... 271,088)

Nel Properly.........cccooieiermainin 2,242,528
OTHER ASSETS.......coiommmemmmsinmmmmanarsssissians 713,189

TOTAL ASSETS.......covimmmnvinnne $20,643,525

See Noles lo Combined Financial Sialemenis,

1994

$ 759,266

A,A435,014
(200,764)
(624,804)

7,610,051

685,762

14,268
213,887
457 186
272,662

39,900)
918,103

73,6687

e e e

$0,426,850

—— e e
—_—




TITLE LOANS OF AMERICA, INC. AND AFFILIATES

COMBINED BALANCE SHEETS

DECEMBER 31, 1995 AND 1994

LIABILITIES AND SHAREHOLDERS' EQUITY

BORROWINGS:
Mole Payable...
Shareholders’ Hnlu Pnfnblu

Total Bormowlngs.......ccocormmmmmies

ACCOUNTS PHTAELE AND ACCR’UED
EXPENSES...

MORTGAGES PAYABLE. ........ccocviniaienns
Tolal Liabllitles. .....coouviciiiinimmiinnn

COMMITMENTS AND CONTINGENCIES.....

SHAREHOLDERS' EQUITY:

Common SLOcK.......ccoommmrmiinisinimasinees
Relained Earnings (Delich) ..o
Totlal Shareholders’ Equily.................

TOTAL LIABILITIES AND

SHAREHOLDERS' EQUITY........

See Noles o Combined Financlal Statemenls.

-2-

1005

$10,063,432
6,860,738

16,830,171

742,083

383,257

15.055.51{

75,000
2,813,014

2,555511 4

$20,043,525

sl el e
—_—

1994
e

$5.379,343
3l44ﬁldﬂﬂ
8,825829
451,271

135,341
B412,441

25,501)
4,400

$0,420,850

g




TITLE LOANS OF AMERICA, INC. AND AFFILIATES

COMBINED STATEMENTS OF INCOME (L.OSS)

FOR THE YEARS ENDED DECEMBER 31, 1995 AND 1994

1995
INTEREST AND FEES EARNED ... £23,014,148
INTEREST EXPENSE... 1,514,083
NET INTEREST AND FEEIHEDME ................... 21,600,065
Less: Provision For Losses... 5,346,169
OPERATING MARGIN 16,150,808
OPERATING EXPENSES:
Personnel EXPense.. ... . 4,381,068
Occupancy Cosls..........coomemainis . 3,074,017
Advartisaing.....cccciiicminssiinismenmaren 2,001,390
Professional Faes............cccoimimminiiainns 1.073,058
Iinvenlory Cosls.. 730,119
Olher Expenses... _ 1,845,830 830
Tolal Operaling E:punnen ..................... 12,9??,291
NET INCOME (LOSS)....ocoroermmmmmsaniminassanasiziis $ 3,173,605

See Noles lo Combined Financial Stalemenls.

=

1994

$4,844,753
395,372
4.349*3“
200,764

L
4,248,617

—e e

1,358,202
904,987
1,005,280
aBG, 168
173,305
462,374
74,290,327

$ 541,?1[}]




TITLE LOANS OF AMERICA, INC. AND AFFILIATES

COMBINED STATEMENTS OF SHAREHOLDERS' EQUITY

FOR THE YEARS ENDED DECEMBER 31, 1995 AND 1994

Relained
Comimon Slock Eamingns
Shares Amounl __(Delicit)
Balance, December 31, 1803............ 5,000 $ 5,000 $ 16,110
Shares Issued. ... 35,000 35,000
Nel (LOBS).......coorrmiimrenmamnnssiassinas (41,710)
Balance, December 31, 1994............ 40,000 40,000 (25.591)
Shares lssued . 35,000 35,000
Shareholder Dlslrlhulhnl ................ (335,000)
Nel Income.......... P srsnsses =) 3,173,805
Balance, December 31, 18905.......... 76,000 $75.000 $2.813,014

See Noles to Combined Financial Slalemenis.

A -




TITLE LOANS OF AMERICA, INC. AND AFFILIATES

COMBINED STATEMENTS OF CASH FLOWS

FOR THE YEARS ENDED DECEMBER 31, 19985 AND 1994

CASH FLOWS FROM OPERATING ACTIVITIES
Nel Income (Loss)... :
Adjusimentls lo recmclln nel !ncmna {lmu]
lo nel cash provided by opamlinus
Provision for Losses... e
Deprecialion expense...
(Increase) in Olher Maa'ls -
Increase In Accounls Parablﬂ mtd
Accrued EXpenses. ...
Nel Cash Provided.............cccooeees

CASH FLOWS FROM INVESTING ACTIVITIES:
Loans made or renewed. ...
Loans repald or renewed... i
Increase In Aulomobile Irwuntnr',r
Capilal expenditures. ..

Hel Cash Unad

CASH FLOWS FROM FINANCING ACTIVITIES:
Proceeds from Borrowings... o
Repayment ol Borrowings...
Proceeds from Morlgages Fayable ...........
Repaymenl of Morlgages Fayable...
Distribulions lo Shareholders..................
Capital Stock Issued..............ccccoeiiimanines

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

NET INCREASE IN CASH........cccoooemiiimninmmannns :
CASH, beginning of year ...
CASH, end of Year...........ccocnicmmmnmnsaniansmiasmaenss

SUPPLEMENTAL DATA:
Interasl pald...........ccoooviviinirarmanienieninnne

See Noles lo Combined Financial Slalemenls.

iy

1985 1994
$ 3,173,605 5 (41,710)
5,349,160 200,764
231,188 30,370
(039,522) (20,02%5)
290,812 438,738
8,405,262 808,143

(101,832,636)

87,872,450
(704,082)

1,556,613)
68,2 )

B,053,142
(848,800)
297,000
(49,084)
(335,000)
35,000
8,052,25

H

237,838
758,266

$ 1,514,083

i

(12,742,915)
5,276,450
(65,763)
906, 194)
{8,430.422)
8,384,929

135,341




TITLE LOANS OF AMERICA, INC. AND AFFILIATES

NOTES TO COMBINED FINANCIAL STATEMENTS

FOR THE YEARS ENDED DECEMBER 31, 1995 AND 1994

Note 1 - Summary of Significant Accounting Policies

Business
Tille Loans of America, Inc, and ils affillaled companies (the “Company’) is in the
business of making consumer loans collaleralized by aulomobile lilles. The Com-
pany operales in 8 slales, primarily in the Soulheastern Uniled Slales and Is com-
prised of a management company, a used car sales company and 82 lending ollices
{39 offlices in 1994).

Basis of Presenlalion
The accompanying combined financial stalements include the accounis of Tille Loans
of America, Inc. and all affiliated companies and are presenled on a comblined basls
due to common ownership among all of the entilies. Al signilicant intercompany
balances and lransaclions have been eliminaled.

Loans Receivable and Income Recognilion

Loans Recelvable are made for petiods ranging from 30 lo 80 days, with Ihe majorily
belng for a 30 day lerm. These loans are made under applicable slale laws and are
collaleralized by aulomobiles with the Company relaining possession of the aulomo-
bile litle. Inlerest and fees on he loans are deferred al the time the loan is made and
recognized In income using a conslanl yield basis over the termn of the loan. The
Company does nol accrue Income pasl the contraciual maturity date and recognizes
late fees and inlerest only lo the exlent received in cash.

Allowance lor Losses
The Allowance for Losses is eslablished thiough a provision for losses thal is charged
lo expense. When a loan Is determined lo be uncollectible, It Is charged againsl the
Allowance for Losses, Recoveries of charged off loans are crediled to this account
The difference in the balance due and nel realizable value ol a repossessed loan s
also charged against the Allowance lor Losses prior lo recording the collaleral as
inventory. The allowance represents managemenlt’s bes! aslimale of an amount thal
will be adequale lo absorb the inherent credit losses in the recelvables and markel
fiuctuations in the collateral. These eslimales are based on evalualions of such fac-
lors as the colleclibility of the recelvables, delinguency, changes in the composillon ol
the portfolio, overall quality of the portfollo and the underlying value of the collaleral




Aulumoblie b wcntu, .

Automobile Invenlory represents automobiles 1epossessed lrom cuslomers thal did
nol repay thelr contraclual loan obligation. Upon repossession, the aulomoblle is
wrillen down lo lls eslimaled net realizable value and he dilference in this amount
and the balance due on the loan is charged agalnst the Allowance lor Losses
Invenlory Is carled al estimaled nel realizable value and any subsequer! gain of
loss on lhe sale of inventory is recognized al the time ol sale

Properly and Equipment
Propertly and Equipmenl is recorded at cosl and deprecialed on a straight line basis
over lhe uselul lives ol the assels.

Adverlising Expenses ;
The cosls of communicaling advertising, such as television and radio alr time or prinl
media, are expensed as incurred.

Income Taxes
The Company has elecled Subchapler S tax slalus and (herelore is nol liable for
income laxes as all income or loss Is passed through lo the individual shareholders

Fair Value of Financial Instrumenls
Loans Recelvable - the carrying amount agproxiimales falr value because of the short
lerm maturity of these inslrumenls.
Borrowings - due (¢ the short term malurilies and adjuslable inleresl rales, the carry-
ing value of these noles approximales lair value.
Morlgages Payable - these morlgages have interes! rales that are similar lo current
mortlgage rales oblainable by the Company and therefore the carrying value approxi-
males lair value.

Eslimales
The preparallon of lhe combined linancial statements in conformily with generally
accepled accounling principles requires management to make eslimales and as-
sumplions that affect lhe reported amounis of assels and labllitles and disclo-
sures of conlingen| assels and liabllities al the dale of the financial slalemeanls anui
he reporled amounls of revenues and expenses during (he period. Aclual resulls
could diller from these eslimales.

Concanlralion ol Credil Risk
The Company has funds in excess of $100,000 in one financial institution  No losses
have resulled from this concentralion.

Reclassilicalions
Cerlaln amounts in the 1994 combined linancial stalements have been reclassilied (o
conform with the 1995 presentalion.




MHole 2 - nlluwnucn’ Lussces l

An analysis of the Allowance for Losses lor the years ended December 31, 1995 and
1994 is as lollows. :
AMlowance lor Losses

1995 1894
Beginning Balance. ..., b S 1 > A $ 200,764 $ ]
Provision for Losses............................... 5,340,160 200,764
Charge olls, nel of recoveries........ ......... 4.189,004) cens
Ending DRIBNDS. ... orecirasassarsrivissssiipsensrisasssen glm $200.764

Note 3 - Note Payable

The nole payable represents borrowings under a credil line wilh a major lacloring
company. Amounls borrowed under lhe line are due on demand, bul if no demand Is
made, the nole is due on November 30, 1996, The nole agreement requires, among
olher things, that Shareholders' Equity plus Shareholders’ Noles Payable be grealer
than $1,500,000. The agreemenl allows shareholder dislribulion paymenls and/or
payments of principal and inlerest on Shareholders’ Noles Payable, as long as lthe
balance afler such paymenls exceeds $3,000,000, All assels, excepl cerlaln land and
buildings that have prior liens (see Nole 4), are pledged as collaleral under the agree-
menl. Addilionally, all shareholders have personally guaranteed the nole. The faclor-
Ing company has given assurances lo the Company that It Is their intention to rell-
nance lhe line of credit through al least January 1, 1997, assuming lthal the Company
Is In compliance with all material provisions of the agreement and assuming thal the
Company's financial condilion does nol deleriorale in a malerlally adverse lashion.

Nole 4 - Morigages Payable

Morlgages payable consist of morlgages on land and buildings thal are used in the
operations and are collateralized by $482,327 of land and buildings. The morlgages
have Inlerest rales ranging from 8.0% lo 9.0%, malurity dales from 1987 lo 2000 and
principal payments of $112,884 due in 1996, $82,312in 1007, 504,951 In 1608, $60,373
in 1899 and $062,737 In 2000,

Hote 5 - Shareholders' Transactlons

The Shareholders’ Noles Payable are al interest rates ranging from 8% lo 12%. are
due on demand, bul If no demand Is made, they are due December 31, 1888 and are
subordinaled lo borrowings from the factoring company (see Nole 3). Interes| due
on these loans was added o the principal amoun! of the loans in 1895 and 1904

Additionally, Other Assels include $311,841 of advances due lrom shareholders al
December 31, 1995. These advances are al rales of Inlerest renging from 8% lo
12% and are due on demand. Repaymen! of these advances is anlicipaled lo be
made lrom shareholder distributions. See Nole 6.

The Company has oblained assurance from its major shareholder thal il is his

intention lo financially support the operalions of the Company through al leasl
January 1, 1987,

-8-
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Since the Company has elecled Subchapler S lax slalus, the fax labllily lor (he
Company's nel income Is the responsibiiity of the individual shareholders. Accord-
ingly. the Company intends lo distribule approximalely $3,600.000 lo the sharehold-
ers in April, 198986 lor their lax liabilily and repayment ol thelr advances,

Nole 7 - Capital Slock

The Company Is comprised of separate corporations with each corporalion having
shareholders wilh similar ownership percenlages. The number of shares of common
slock aulhorized, issued and oulslanding vary among the entities. Al December 31,
1895, the Company had 2,423,500 shares authorized and 75,000 issued and oul-
slanding. Al December 31, 1894 these amounls were 40,000, 40,000 and 40,000,
respeclively. All shares have a par value of $1.00 per share lor 1995 and 1994

Note 8 - Commitments and Conlingencies

The Company s from time lo lime a defendanl in legal actions from normal business
aclivities. Management does nol anlicipate thal the ultimale liability from litigation
outslanding al December 31, 1995, will have a malerially adverse effecl on the
Company’s linancial stalements.

The Company's operalions are conducled primarily in locations which are occupled
under operaling lease agreements. Renl expense was $1,414,672 and $419,219 for
1905 and 1994, respeclively. Under Ihe existing noncancelable leases, lhe Campany's
fulure minimum aggregale rental commitmenl al Decamber 31, 1885, amounis lo
$1,845,034 for 19086, $1,736,580 lor 1897, $1,637,178 for 1908, $1,201,023 for 1809,
$676,373 lor 2000 and $1,7 14,764 beyond. The Company's lolal fulure commilment
ls 58,813,025 al December 31, 18985,
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