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PART I. FINANCIAL INFORMATION
Item 1. Financial Statements
DRIVETIME AUTOMOTIVE GROUP, INC. AND SUBSIDIARIES

AND DT ACCEPTANCE CORPORATION AND SUBSIDIARIES
Consolidated Balance Sheets

June 30, December 31,
2010 2009
($ in thousands)
(Unaudited)
ASSETS
Cash and Cash Equivalents..................ccemmmmrvveeeeeeeeinnnnnnn. $ 24, 4( $ 21,5:
Restricted Cash and Investments Held in Trust................ 59,7: 84,0¢
Finance Receivables ..........ccccoiiiiiiiiieeieee e 1,421,5: 1,340,5¢
Allowance for Credit LOSSES ......cccuvvivviimmmmmmeeeeeeieeeeeaeeeenen (222,000) (218,259)
Finance Receivables, net ...........ccocviviveceecee i 1,199,5: 1,122,3:
INVENTOIY ...ttt e e e e e eeeees 98,95( 115,2¢
Property and Equipment, Net.............oo i ceeeeeeveeeeceeceeeeeee, 52,8( 51,3’
Other ASSELS.....uiiiiiii et 46,6’ 37,5.
TOtAl ASSELS ... $ 1,482,06 $ 1,432,0¢
LIABILITIES & SHAREHOLDER'S EQUITY
Liabilities:
Accounts Payable ... $ 10,9° $ 5,0¢
Accrued Expenses and Other Liabilities......ccmeeeeeee....... 58,82 42,3
Accrued Expenses-Related Party...........ceeeeeeecveeeeeennn. 2,7. 4,3!
Portfolio Term Financings.........ccccuuuvvviimeeeceeeeeeeeeeeeeeeene 526,0¢ 795,8t
Portfolio Warehouse Facilities............cciceeeeceeevviviviinnnnnnn. 203,9( 77,5(
Senior Secured Notes Payable.............ccccceviiiiiiiiinnnne. 161,1« —
Senior Secured Notes Payable-Related Party .............. 36,51 —
Other Secured Notes Payable ..........cccceveeeeeeriviiiinnnnnn. 55,5¢ 75,2
Other Secured Notes Payable-Related Party................ — 62,0¢
Senior Unsecured Notes Payable.............cccceceeiiiiinnnnns 1,49! 1,4¢
Subordinated Notes Payable-Related Party ................. — 75,0(
Total Liabilities..........eeeiieiiiiiiiiiee e 1,057,3: 1,138,9:
Shareholder's Equity:
ComMMON STOCK .....ceiiiiiiiiiiiie e — —
Paid-in Capital.........ccoooiiiiiiiiereee e 232,3: 131,3¢
Retained EarNiNgS..........uuvuveereeereeess o eeveeeneeeeseseaseeens 19201 161,7¢
Total Shareholder's EQUItY.............ccoeeceeeeeeieeieeeeeee, 4247 293,1¢
Total Liabilities & Shareholder's Equity ......cccce.......... $ 1,482,0¢ $ 1,432,0¢




DRIVETIME AUTOMOTIVE GROUP, INC. AND SUBSIDIARIES
AND DT ACCEPTANCE CORPORATION AND SUBSIDIARIES
Condensed Consolidated Statements of Operations

Three Months Ended Six Months Ended
June 30, June 30,
2010 2009 2010 2009
($ in thousands)
(Unaudited)

Revenue:

Sales of Used Vehicles $ 178,30 $ 168,87 $ 412,92 $ 393,96

INterest INCOME ........oiiiiiiii e 67,44 64,14 129,86 125,80.
Total REVENUE......ccoi i 245,74 233,@5 542,78 519,771
Costs and Expenses:
Cost of Used Vehicles Sold ...........occvvvieeeccenene 114,18 94,31 256,70 219,57
Provision for Credit LOSSES ........coocvvvieeeenneeennns 34,34 52,30: 81,48! 122,11
Secured Debt Interest EXpPeNnse .............eeemeeeeee 23,90 22,34 43,62 43,38
Secured Debt Interest Expense-Related party........ 2,95 1,95 6,66: 3,80
Unsecured Debt Interest Expense..........cccce.... 3! 98 a 3,62,
Unsecured Debt Interest Expense - Related party ... 1,60! 3,18 3,86 6,34
Selling and Marketing...........c.ooooiiiiiiicmeceiiiieee 8,29 757 18,22, 16,57
General and Administrative...........c.ccccoeeeeeeeenn. 34,00! 31,22 65,62 72,92!
General and Administrative - Related party ........ 3,23 3,00 6,24 7,18
Depreciation EXPENSE .........ccoeevieeeunns o e 3,41 3,11 6,85: 6,47
Gain on Extinguishment of Debt, net................. — (24,805) — (31,559)
Total Costs and Expenses................ o 225,97! 195,19 489,38l 470,43
Income Before Income TaXesS.......ooevveeeeeiceeeeeeinnnee. 19,77. 37,82 53,40t 49,33
Income Tax EXPENSE .......ooouuueeiiiiiiiiiei e, 45| 29I 80 66!
NEE INCOME ...viiieiiie et e $ 19,32 $ 3753 $ 52,60 $ 48,67

See accompanying notes to Condensed Consolidataddtal Statements.



DRIVETIME AUTOMOTIVE GROUP, INC. AND SUBSIDIARIES
AND DT ACCEPTANCE CORPORATION AND SUBSIDIARIES
Consolidated Statements of Cash Flows

Six Months Ended June 30,

2010 2009
($ in thousands)
Cash Flows from Operating Activities: (Unaudited)
NEE INCOME ...ttt etttk b bt raese ettt n e n e eb et e e e nbenbeenn e $ 52,605 $ 48,67
Adjustments to Reconcile Net Income to Net CaslviBeal by Operating Activities:
ProvisSion fOr Credit LOSSES .......oiuuutmceeaeieiaiiitiee ettt e et e e et e e e s sibee e e e s ssnnbee e e e e snnnnes 81,489 122,11
DEPreCiation EXPENSE.......ccooiuueeet sttt e e e e eiteeeaeaasteeeaeeaassbeeeesaansseaeeaassreeeesaasnbeeeeaaanes 6,85 6,47
Amortization of Debt Issuance Costs and Debtfum and Discount.............ccceeveivveeeenn. 8,32 9,63
Non-Cash CompeNnSation EXPENSE.........cueeeriieiiiiiiiiie ettt s e 1,125 1,125
Loss from Disposal of Property and EQUIPMENL.........cccvviiiieiniieiiieeiiiee e 26 —
Increase in FINANCe RECEIVADIES ... ccomueereie ittt (402,140) (387,185)
Collections and Recoveries on Finance Rec&vatincipal 244,45 233,38
Increase (Decrease) in Accrued Interest Rab&vand Loan Origination COSts .................... (987) 89
DECIEaSE IN INVENTOIY ... .iiiiie ettt e et e e e e abb e e e e e inb e e e e e e snreneeaean 16,30 26,76
(Increase) Decrease iN Other ASSELS ....cccceeiiiiiiiie ettt e e ea e (1,181) 9,21
Increase in Accounts Payable, Accrued ExpeasdsOther Liabilities...............ccccceeeenneee 19,662 2,87
Decrease in Accrued Expenses-Related Party............cooovveiiieiiiiiiieceniiee e (2,605) (372)
(Decrease) Increase in Income Taxes Payahle...........ccccocvivee i (29)
Net Cash Provided By Operating ACHVItIES.........c.cviiiiiiiiiieeiiiee e 25,14 73,597
Cash Flows from Investing Activities:
Proceeds from Disposal of Property and EQUIBME............ueviiiiiiiiiiieiiiiec e 21 15
Purchase of Property and EQUIPMENT. ... coceae oot ree e (5,980) (4,823)
Net Cash Used in INVEStING ACHVItIES.caun oot (5,770) (4,670)
Cash Flows from Financing Activities:
Increase in RESICIEA CaSN..........ieeeeeeere e e e e (3,497) (3,668)
Deposits into Investments Held iN TrUST...cccvoiivieiiiei e — (1,467)
Collections, Buybacks and Change in Investset@id in Trust..........cccoooiviiiiiiiiiieeacnn. 27,84 22,12
Additions to Portfolio Warehouse FaCillti@S..e.........ueviiriiiiiiiiiiiiieec e 385,50 659,51
Repayment of Portfolio Warehouse FacilitieS . .......cueeieiiiiiiiiiiiiceeeee e (259,104) (770,676)
Additions to Portfolio Term FINANCINGS ....ceeeuuriiiiiiiiiie ettt e e 179,04 313,47
Repayment of Portfolio Term Financings.. (448,646) (176,917)
Additions to Other Secured Notes Payable 2,77 18,07
Repayment of Other Secured Notes Payable....c.c......ooovviiiiieiiiiiiee e (22,456) (39,084)
Repayment of Senior Unsecured Notes Payahble.............ccccoooiiiiiiiiiiie i — (90,000)
Additions to Senior Secured Notes Payable..... 161,10 —
Payment of Debt ISSUANCE COSES........ccaareriiieeeiii et (17,065) (3,710)
Dividend DiStriDULIONS .........coiiiiiii ettt e e s e e s s sasbeeeeeaanes (22,000) —
Net Cash Used In FINANCING ACHVItIES c...u.uuiiiiiiiiiiiee e (16,494) (72,335)
Net Increase (Decrease) in Cash and Cash EquiBalent..............cccoooveiiiieiniicsieeecmiee s 2,88. (3,408)
Cash and Cash Equivalents at Beginning of Periad... 21,52 25,53
Cash and Cash Equivalents at ENd Of PO cueeceecvveevieiieeiieciicsiec e $ 24,40 $ 22,12




Six Months Ended June 30,

2010 2009
($ in thousands)
Supplemental Statement of Cash Flow Information: (Unaudited)
INEEIEST P . ......cutiiiiiieieit et ettt $ 41,91 $ 53,25
Interest Paid-Related Party ............cceeeceuiiiiiie ittt eere e e eraa e $ 11,38 $ 11,33
Income Taxes (RECEIVEA) Pad ...........cceeceeriiiiieiiecieccee ettt enae s $ 82¢ $ 65
Supplemental Statement of Non-Cash Investing andrfeing Activities:
Purchase of Property and Equipment Under Cap@as$e ...............cccoeeeeriiiiieienniiiieeeeeene $ 2,77 $
Disposal of Fully Depreciated Property & EQUIBTNE...........ccccvviiiieaieenienee e $ 3,35 $ 3,58
Exchange of Other Secured Notes Payable to EeRélated Party ..........c.ccoccveieiiiiceecens $ 60,08¢ $
Exchange of Subordinated Notes Payable to Eqiiglated Party ............cccocvveviieineeenn. $ 40,00 $ —
Exchange of Other Secured Notes Payable-RefRdds to Senior Secured Notes Payable...... $ 2,00 $
Exchange of Subordinated Notes Payable-Relaety 8 Senior Secured Notes Payable ....... $ 35,00 $
Gain on Extinguishment of Debt, NEL .......ccceeiiiiiieiiecie e $ — $ 31,55

See accompanying notes to Condensed Consolidataddtal Statements.



DRIVETIME AUTOMOTIVE GROUP, INC. AND SUBSIDIARIES
AND DT ACCEPTANCE CORPORATION AND SUBSIDIARIES
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

(1) Description of Business, Ownership Formation, &sis of Presentation, and Principles of Consolidain
Description of Business

DriveTime Automotive Group, Inc., (DTAG) and DT Aeutance Corporation (DTAC) (collectively “we,”
“our,” and “us”), through wholly-owned subsidiarjesvn and operate used automobile dealershipsitttited
States focusing on the sale and financing of uséities to the subprime market. The subprime masket
comprised of customers with modest incomes who leaperienced credit difficulties or have very liedtcredit
histories. We finance substantially all the velsalee sell through installment sales contracts (i&3a We do not
sell our loans to third party lenders or financenpanies on a servicing released basis and, unlike finance
companies, we do not purchase finance receivates dther sources. We have historically funded ploigfolio
primarily through portfolio warehouse facilitiescaportfolio term financings.

Basis of Presentation

The accompanying consolidated financial statemiantade the accounts of DTAG and DTAC and their
wholly-owned subsidiaries. Also included in the solidated financial statements are wholly-ownec:sdgurpose
subsidiaries of DTAC, which are all “bankruptcy e subsidiaries” formed in conjunction with our
securitizations, warehouse facilities and otherg@adauto loan program financing transactions.

The financial position and results of operation®#AG and DTAC are consolidated since these estitire
wholly-owned by a principal shareholder, engagsigmificant intercompany transactions, and providgual
operational and subordinated financial supportiftrcompany accounts and transactions have biegim&ted in
consolidation for all periods presented and, altfionot material, certain prior period amounts hawen
reclassified to be consistent with current periodricial statement presentation. The consolidatdaince sheets
have been adjusted to reflect Mr. Garcia’s basteénCompany through the application of push-doegoanting,
as it relates to his acquisition of the Companiarch 2002 when he acquired our predecessor, Ugbkiihg
Corporation.

These consolidated financial statements have begraped in conformity with U.S. generally accepted
accounting principles for interim financial infortian. Accordingly, they do not include all of th6ormation and
footnotes required by U.S. generally accepted attoy principles for complete financial statemenits the
opinion of management, such interim consolidatedrftial statements reflect all normal recurringiatinents
considered necessary to present fairly the findpaisition, results of operations, and cash floarstfie interim
periods presented. The results of operationshfoiriterim periods are not necessarily indicatif/the results to be
expected for the full fiscal year. These consaéddinancial statements should be read in conjonatith the
audited consolidated financial statements and fiiemincluded Offering Memorandum for our 12.62584i8r
Secured Notes due 2017, dated May 27, 2010.

Use of Estimates

The preparation of the consolidated financial stetiets in conformity with U.S. generally acceptedoamting
principles requires management to make estimaassumptions that affect the reported amountsstasand
liabilities. Certain accounting estimates involignificant judgments, assumptions, and estimatesiégagement
that have a material impact on the carrying valueectain assets and liabilities, disclosures oftitment assets and
liabilities, and the reported amounts of income erpenses during the reporting period which managéem
considers to be critical accounting estimates. jildlgments, assumptions, and estimates used by reareed are
based on historical experience, managements’ expagj and other factors, which are believed teebeanable
under the circumstances. Because of the natutegtiigments and assumptions made by managemarg| ac
results could differ materially from these judgnwseand estimates, which could have a material impat¢he
carrying values of our assets and liabilities andresults of operations.



Significant items subject to estimates and assumsgtinclude the allowance for credit losses, inegnt
valuation, fair value measurements, certain legsdrves, our reserve for sales returns and all@saocr recovery
receivables, and our warranty accrual. Estimated usderiving these amounts are described indbmbtes
herein. Actual results could differ from these msties.

Relationship with Verde Investments, Inc.

Verde Investments, Inc. (hereinafter referred ttvasde”) is an Arizona corporation that is wholbyvned by
Ernest C. Garcia Il, our Chairman and sole shadsioVerde engages in the acquisition, developnaamt,long-
term investment in real estate and other commeasisgts. Mr. Garcia is the sole stockholder, peasidnd director
of Verde. Transactions between us and Verde aeritbed in Note [7] Related Party Transactions.

(2) Restricted Cash and Investments Held in Trust

We maintain various cash accounts, which are plkdgecollateral under our debt agreements. We are
permitted to invest funds in these accounts intsteom, high quality liquid investments. The follow is a
summary of restricted cash and investments hetidigt:

June 30, December 31,
2010 2009
($ in thousands)
(Unaudited)
Restricted Cash..........cooiiiiiiiie e $ 30,62 $ 27,12
Investments Held in Trust.............oo oo iieeeeee e 29,08 56,93
$ 59,71 $ 84,06

Restricted Cash

Restricted cash consists of collections relatdddas held in securitization trusts, loans pledgedur portfolio
warehouse facilities, and loans included in Podatb Loan Program (PALP) transactions, which haserb
collected from customers, but have not yet beemiitdd either to the lenders or the securitizatioistee, as
appropriate.

Investments Held in Trust

We maintain cash reserve accounts on behalf oftA&aseked Security investors in our securitizatiand
certain PALP transactions as a form of credit enbarent. At the time loans are transferred to &,teuportion of
the proceeds from sales of notes are depositediirgserve account that is pledged to the trusesmayy be
required to make additional deposits to reservewuts from collections on the loans to fund theres account to
the required target percentage. Investments heldi$h also include collections related to loanisl e
securitization trusts and loans included in PAL#ficing transactions, which have been collecteu frostomers,
and submitted to the trustee, but have not yet pa&hto the lenders, as appropriate. Balanceseimdserve
accounts (which are a component of investmentsihdtaist) totaled $14.5 million at June 30, 20hd a
$26.1 million at December 31, 2009.



(3) Finance Receivables

The following is a summary of finance receivables:

June 30, December 31,
2010 2009
($ in thousands)
(Unaudited)
Principal BalanCes .........ccuvvviiiiiiiiiiiiee e $ 1,392,1¢ $ 1,312,21
ACCIUE INTEIEST......ceieieiiiice e eeeeaaans 11,8¢ 10,8(
Loan Origination COSES......cuuiiiiieeeeeei i s cmmmm e e ea e e 17,47! 17,5¢€
Finance RecCeivables ..............ooooi oo $ 1,421,51 $ 1,340,5¢

(4) Allowance for Credit Losses

The following table sets forth the rollforward bktallowance for credit losses for the periodsdattid:

Three Months Ended Six Months Ended
June 30, June 30,
2010 2009 2010 2009
($ in thousands)
(Unaudited)

Allowance Activity:

Balance, beginning of period..................... $ 222,109 $ 246,100 $ 218,259 $ 242,600
Provision for credit losses..................c..... 34,342 52,302 81,489 122,117
Net charge-offs .........cccovvveeiiiiiiiee e, (34,451) (53,302) (77,748) (119,617)
Balance, end of period..............cccvviiieeeeee $ 222,000 $ 245,100 $ 222,000 $ 245,100
Allowance as a percent of ending principal... 15.9% 17.8% 15.9% 17.8%

Charge off Activity:

Principal balances.........cccccccccoviiviiiecnne.. $ (58,434) $ (77,714) $ (132,462) $ (174,417)
Recoveries, Net ........occvveeeeeiiiiiiees e, 23,983 24,412 54,714 54,800
Net charge-offs .........ccooveeieiiiiiiicc e, $ (34,451) $ (53,302) $ (77,748) $ (119,617)

(5) Debt Obligations
Portfolio Term Financings

The following is a summary of portfolio term finangs:

June 30, December 31,
2010 2009
($ in thousands)
(Unaudited)
Securitization Debt:
Asset Backed Security obligations issued pursuatite Company's
Y=Y o114 140 oIS $ 17552 $ 268,53
Pooled Auto Loan Program Financings:
Fixed rate secured financing transactions for marfce receivable portfolio ..... 250,56 527,32
Portfolio Term Residual Financing:
Fixed rate financing facility secured by financeawables residual interests in
Warehouse facilitieS ........c.uevviiiiiiii e 100,00 —
Total Portfolio Term Financings..........cccooiiiiiiiiiiici e $ 526,09 $ 795,85




Securitization debt

Asset-backed securities outstanding are secureshdgrlying pools of finance receivables and investis
held in trust of $294.2 million and $431.9 milliah June 30, 2010 and December 31, 2009, respactiveset-
backed securities outstanding have interest payabtehly at fixed rates ranging from 5.3% to 5.68dune 30,
2010 and 5.2% to 5.6% at December 31, 2009. Tlass represent the original duration weighted aeerates of
the outstanding asset-backed securities. Cretaremement for the asset-backed securities comdiatseserve
account, over collateralization, and subordinatibthe notes in each trust which are subordinateinre to the
securities. Over collateralization represents fogareceivable principal balance in excess of the falue of asset-
backed securities issued. Cash reserves are fumittegroceeds from the sale of asset-backed sexsiand
through cash collections. At June 30, 2010, ou92D@nd our 2007-A securitization trusts comprise t
outstanding balance depicted above. The 2007-A-assked securities are wrapped with a financialrgaty
insurance policy.

Performance triggers Our 2007-A securitization trust contains cer@nenants, including limitations on
delinquencies, periodic net charge-offs, and cutivlanet charge-offs (“performance triggers”). lfrast exceeds a
performance trigger the required cash reserve ase®and cash flow from the loans in the trustragpped” until
the reserve account reaches the specified levehtirthe holders are paid in full or the insuveives the event. If
the trust performance goes below the performangger the trapped cash is returned to us. Our 2008st does
not contain these triggers. At June 30, 2010 anteBwer, 31 2009, all trusts were in compliance tithr
performance triggers and there have been no regeirts to trap cash or any termination events.

Individual securitization trusts are not cross-attalized or cross-defaulted. Additionally, we d&alve option
to purchase the remaining loans in a trust whemehwining principal balances of the loans reaspexified
percentage (generally 10%) of their original pryatibalance.

Pooled auto loan program financings (PALP)

PALP financings are secured by underlying poolrafnce receivables and in certain cases a cashvees
account. At June 30, 2010, interest rates on otatanding PALP facilities range from 8.0% to 8.71%4.June 30,
2010 and December 31, 2009, the aggregate amotinaote receivables and cash reserve accountsrsgtiiese
financings were $353.9 million and $739.3 millivespectively. The net advance rate on the recesgainged
from 68.6% to 74.5% of the principal balance fangactions outstanding at June 30, 2010 and fro6%6%
73.4% of the principal balance for transactionstautding at December 31, 2009. In certain cases thay be a
cash reserve/holdback which is netted againsteébé @mount to arrive at the net advance rate.

In May 2010, in conjunction with the execution oB¥house Facility Il with Santander Consumer USA In
(Santander), we reduced one of our PALP facilith Santander, from a $518.0 million borrowing aejy to a
$250.0 million borrowing capacity.

Portfolio term residual financing

In May 2010, we entered into a $350.0 million congal warehouse and warehouse residual facility with
Santander secured primarily by finance receivabdtesresidual interests in our warehouse facilifidgs facility
allows for maximum borrowings under a term compaméi$100.0 million at an advance rate of 75% @ th
receivables pledged to the facility and under alkeng component of $250.0 million at an advande &t 70%, on
the receivables pledged to the facility. The temmponent provides for funding through April 204i2h a term-
out feature resulting in a final maturity of Ap#i013. Interest on the term component is fixed.G2%.



Portfolio warehouse facilities

The following is a summary of portfolio warehouseifities

June 30, December 31,
2010 2009
($ in thousands)
(Unaudited)
Portfolio Warehouse Facilities:
Warehouse Facility | - secured by certain finarezeivables of the Company $ 6156 $ 77,50
Warehouse Facility 1l - secured by certain finareeeivables of the Company 100,00 —
Warehouse Facility 11l - secured by certain finaneeeivables of the
COMPANY . .. ettt e e e e e e e e e e e e et bbb s 42,33 —
Total Portfolio Warehouse FacCilities. ...........cmieireeiniiiienie s $ 203,90 $ 77,50

Warehouse Facility |

As of June 30, 2010, this facility with DeutschenBaG, New York Branch (Deutsche Bank), which egpir
in December 2010, has total capacity of $250.0ianiJland amounts outstanding at June 30, 2010eateed by
finance receivable principal balances of $113.9%ioni) carries an advance rate on the receivabkxigeld to the
facility of 58%, and amounts outstanding underféiadlity bear interest based on the lenders’ cé$tinds there-
under plus 4.25% (4.66% at June 30, 2010). Thititiaalso has a term-out feature resulting inrafimaturity of
December 2011. At June 30, 2010, we were in canpé with all financial covenants of this facility.

In July 2010, we amended this facility. See Nde-1Subsequent Events for more information.
Warehouse Facility 1l

In May 2010, we entered into a portfolio warehofasslity agreement with Santander with a capacft$250.0
million. This facility is secured by finance recables of $189.5 million at June 30, 2010, carrieadance rate on
the receivables pledged to the facility of 70%, antbunts outstanding under the facility bear irgea¢ LIBOR
plus 5.00% (5.35% at June 30, 2010) on the fir6OHL million outstanding and LIBOR plus 4.25% fon@unts
outstanding in excess of $100.0 million. This agnent requires us to maintain $100.0 million oudilag at all
times. This revolving facility provides for fundjrthrough April 2011 with a term-out feature remgtin a final
maturity of May 2012. At June 30, 2010, we wereampliance with all financial covenants of thisifiay.

Warehouse Facility 11l

In April 2010 we entered into a portfolio warehotaeility agreement with UBS Real Estate Securiligs
(UBS) with a capacity of $125.0 million. This fatylis secured by finance receivables of $103.0ionilat June 30,
2010, carries an advance rate on the receivabdelged to the facility of 50%, and amounts outstagdinder the
facility bear interest at LIBOR plus 2.50% (2.85%Jane 30, 2010). This revolving facility providies funding
through April 2011 with a term-out feature resudtin a final maturity of April 2012. At June 30020 we were in
compliance with all financial covenants of thisifiayg.

We formed individual LLC’s, each of which is a whyebwned subsidiary of DTAC, which serve as theesol
borrowers under our existing portfolio warehousalitees. Each of these LLC’s is a special purpeaéty
established specifically for the purpose of theliapple lending relationship, with assets and litibs distinct from
the remainder of the DriveTime group. These fae#ido not contain mark-to-market clauses that diotherwise
enable the lenders to reduce advance rates basedréiet conditions, have recourse limited to 10di%e
respective facility amounts, and limit the lendexkility to sell or otherwise dispose of the ungiexg collateral in
the event of default. In addition, on the termioatdate of the facilities, (i) amounts outstandatgermination are
not due and payable immediately, (ii) all collensmn the contracts collateralizing these facditieould be used to
pay down the facility until they are paid in fudind (iii) we would continue to service the contsatiat are pledged
under this facility, for which we would receive annualized service fee of up to 7.0%.



Each of these LLC's for Warehouse facility I, lidail, have entered into demand notes in the anwaht
$25.0 million, $35.0 million, and $12.5 million,geectively, with DTAC, each of which has been assipto the
applicable lender. Each demand note is guarantg®&IilAG, Ernest C. Garcia Il, our Chairman and sole
shareholder, and Verde. Prior to the terminaticie dader each of these warehouse facilities, uoeleain
circumstances, the applicable lender can requird® fund the demand note, and apply the proceegay
down the facility with the applicable special puspantity. After the termination date under thpliapble lender
or program agent can require DTAC to fund the deinaote, at its sole discretion, and apply the pededo pay
down the facility with the applicable special puspeentity if, and only if, any of the following aars: (i) the
Termination Date occurs as a result of an Evefisomination (as defined in each agreement), (@)applicable
special purpose entity fails to maintain borrowbagse compliance after the termination date, (iiigaent of
Termination occurs after the termination date ancbntinuing and (iv) other than with respect tor#V@use
facility 1l the applicable special purpose entigyi$ to effect its required clean-up call.

Effective July 2010, we entered into a fourth palitf warehouse facility agreement with The RoyahBaf
Scotland PLC (RBS). See Footnote 12 — Subsequemit& for more information.

Senior secured notes payable

A summary of senior secured notes payable follows:

June 30, December 31,
2010 2009
($ in thousands)
(Unaudited)

Senior Secured Notes Payable, net - interest 62%% per annum (Priced to yield
12.875%) interest payable semi-annually, ppatbalance due June 15, 2017..5$. 161,146 $ —
Senior Secured Notes Payable, net — Related Party............cccuvveiiiiiinl. 36,579 —

Total Secured NOteS Payable .........ccceeiiiiieiiee et $ 197,725 $ —

In June 2010 we issued $200.0 million of 12.625%m@esecured notes due June 15, 2017. The notes we
issued with an original issuance price of 98.8548ulting in an effective yield of 12.875%. Sitameously with
this offering, Verde exchanged $35.0 million of subordinated notes and our President and ChiefiEixe
Officer (Ray Fidel) exchanged $2.0 million of ounjor secured notes for $37.0 million aggregatagpal balance
of senior secured notes issued. Therefore, neepds to the Company, after fees, expenses arahissof the
$37.0 million to related parties, were approximatl55.9 million. Interest on the notes is pagat®@mi-annually
in arrears on each June 15 and December 15. At3lyriZ010 the notes are shown net of unamortizecbdit of
$2.3 million.

Guarantees

The notes are unconditionally guaranteed on a sseimured basis by certain of our existing andréutu
domestic restricted subsidiaries. The guarantadsganior in right of payment to all existing andure
subordinated indebtedness of these subsidiariesgunal in right of payment with all existing andure senior
indebtedness of these subsidiaries.

Security

The notes and the guarantees have (i) a firstifyrieen on certain finance receivables, on resiguaperty
rights with respect to finance receivables secuoithgr financings, and on residual equity inter@stertain special
purpose financing subsidiaries of the Issuers @nd second priority lien on automobiles and othehicles held as
inventory.
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Maintenance covenants

We are required to comply with certain maintenacmeenants relating to minimum net worth and minimum
collateral coverage. As of June 30, 2010 we ammpliance with such covenants.

Exchange offer; registration rights

We have agreed to file a registration statemerit thi¢ Securities and Exchange Commission (the “$B64
to make an offer to exchange the notes for regidigyublicly tradable notes that have substantidéytical terms
as the notes. However, we do not intend to applyigting of the notes on any securities exchanga date, the
registration statement has not been filed and xbbange notes are not effective. We have until Qertd, 2010 to
file our registration statement with the SEC withbaing required to make additional interest paysien the notes
and until December 31, 2010 to effect the registnastatement without being required to make addél interest
payments on the notes.

Other secured notes payable

A summary of other secured notes payable follows:

June 30, December 31,
2010 2009
(% in thousands)
(Unaudited)
Revolving Inventory Facility, secured by the Comgarvehicle inventory .............c.ccceevvvieueen. $ 40,00 $ 50,00
Junior Secured Notes due December 2012, securEthbgce Receivables-Related Party ............ — 62,08
Repurchase Facility - Secured by 2009-1 Securitizd@onds owned by the Company................. — 12,23
Mortgage Note Payable Bearing Interest at 5.87%\aieh 2017, secured by real property ........ 12,95 13,04
Equipment Note Payable due April 15, 2013, secbgedn aircraft 2,64 —
Total Other Secured NOtES PayabIE .............ccummeeiieiieiiteeiiesiesee e sie e saeesre e saeeseeesneeas $ 55,5B $ 137,36

Revolving inventory facility

At June 30, 2010, the revolving inventory facilitgs a maximum capacity of $50.0 million, a matudiage of
August 2010, an interest rate of LIBOR plus 6.0%3%66 at June 30, 2010) and is secured by $73.6milf
vehicle inventory. In May 2010, we amended thislifgao reduce its capacity from $60.0 million $50.0 million;
no other terms were adjusted. At June 30, 201@ere in compliance with all financial covenantghaé facility.

Junior secured notes — related party

At December 31, 2009, these notes consisted o8& $8illion Tranche A component and a $24.0 million
subordinate Tranche B component and had a matnfrecember 2012. These notes were secured byia jun
interest in our finance receivables. The Tranclemponent was comprised of four notes, three otlwhiere
payable to Verde in the aggregate amount of $3@libmand one of which was a $2.0 million noteMo. Fidel,
our Chief Executive Officer) and the Tranche B comgnt was comprised of one subordinate note to&/erd

In conjunction with our offering of our $200.0 nidlh 12.625% senior secured notes due 2017 issuéthi:
2010, Verde agreed to transfer to our sole shadehaind our sole shareholder agreed to receivea@mtdbute to
equity, the aggregate amount of the Tranche A aphBr secured notes in the amount of $60.1 nmillidn
conjunction with this exchange these notes werealfed. In addition, the $2.0 million Tranche Atadeld by Mr.
Fidel was exchanged (and contemporaneously cadiétiean equal principal amount of the 12.625%&en
secured notes due 2017. As a result of theseatrdonss, our obligations under the junior secureig@s have been
satisfied.

See Note 7—Related Party Transactions for morermdtion regarding transactions involving the Junior
Secured Notes and Verde.
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Repurchase facility

In December 2009, we issued $192.6 million of séization bonds in conjunction with our 2009-1
securitization. We purchased $17.5 million of thiéial issuance. This purchase was funded with eash$12.2
million in borrowings under a 30-day rolling rephese facility with interest at LIBOR plus 1.5%.

In connection with our $200.0 million 12.625% sersecured notes offering in June 2010, we utiliagubrtion
of the proceeds to repay the amount then outstgratirthis facility and this facility is now termitesl.

Mortgage note payable

Our mortgage note payable is secured by our opasatall center building in Mesa, Arizona (a comerar
property). Terms of the note agreement providarfonthly principal and interest payments with adai payment
due in March 2017. At June 30, 2010, we were inga@nce with all financial covenants of this loan.

Equipment note payable

In April 2010 we entered into a three year terrmleath an original principal amount of $2.7 millidrearing
interest at the Prime rate plus 1.5% (4.75% at 30n2010). Terms of the note agreement providenanthly
principal and interest payments with a balloon pagtdue in April 2013. At June 30, 2010, we wereampliance
with all financial covenants of this loan.

Unsecured notes payable

A summary of senior unsecured notes payable fotlows

June 30, December 31,
2010 2009
($ in thousands)
(Unaudited)

Senior Unsecured Notes Payable, net—Interest 26% per Annum (Priced to

Yield 12.5%) Payable Semi-Annually, Principal Balarbue October 1, 2010 ..$ 149 $ 1,48
Subordinated Notes—Related Party ........... oo — 75,00
Total Unsecured Notes Payable........c...eeiiivieeiiiiiie e $ 1,49 $ 76,48

The senior unsecured notes due 2010 are showrf neamortized discount of $4,500 and $13,000 a¢ B
2010, and December 31, 2009, respectively. At 3010, we were in compliance with all requiregenants of
these notes.

During 2008, Verde provided a total of $75.0 millim cash to us in return for subordinated notespke. At
December 31, 2009, these notes bore interest@¥dland had a maturity of August 2013. In conjiamctvith our
offering of our $200.0 million 12.625% senior semlinotes due 2017 issued in June 2010, Verde agrdexhsfer
to our sole shareholder and our sole shareholdeeddo receive and contribute to equity, $40.0aonilof such
subordinated notes, at which time the notes wemeeatked. In addition, the remaining $35.0 millionsubordinated
notes payable to Verde were exchanged (and contampously cancelled) for an equal principal amadrsenior
secured notes due 2017. As a result of theseaittiass, our obligations under the subordinateéspaiyable have
been satisfied.
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(6) Gain on Extinguishment of Debt

A summary of net gains on extinguishment of delaisigollows:

Six Months Ended June 30, 2009

Principal Net Gain
Month Type Repurchased (Loss)
($ in thousands)
(Unaudited)
JANUATY ..ottt Senior Unsecured Notes $ 15,000 $ 4,908
= T o] o T 2007-A Securitization Debt 13,200 1,846
APT e Senior Unsecured Notes 30,000 9,911
MY ..ttt Senior Unsecured Notes 25,000 8,246
JUNB et e e e Senior Unsecured Notes 20,000 6,648
—$ 31,55

(7) Related Party Transactions

During the three and six months ended June 30, 28d®009, we recorded related party operatingresgmeas
follows:

Three Months Ended Six Months Ended
June 30, June 30,
2010 2009 2010 2009
($ in thousands)
(Unaudited)
General and Administrative Expenses - Related Party
Property 18aSe EXPENSE ......c.ccvuverueeieecmmemmeeeseeesreeeee e eneeeneee e $ 1,19 $ 1,19 $ 2,27 $ 2,42
StOre ClOSING COSES....uuiiiiiiiiiiiiee et ieesmme e e e e seeee e e e s teeee e e ennnees 62. 22 89 1,69
Non-cash compensation expense.... 562 56. 1,12! 1,12
Aircraft 18aS€ EXPENSE .....couvviiieiiiiis et 48! 48 971 97.
Aircraft operating eXPENSE ........cooiuuiiiiariiiie et 34 446 79 17
Salaries and wages, general & administrative aheraxpenses... 17 13 39! 29
Reimbursement of certain general and administratkeenses...... (158) (53) (210) (105)
Total General and Administrative Expenses - Relate®arty ........ $ 3,23 $ 3,00: $ 6,24 $ 7,18

Property lease expense—related party

For the three and six months ended June 30, 204 (caged an average of 16 vehicle sales facilitiese
reconditioning centers, our former loan serviciegter (which is currently being partially subleasea third-party
tenant), and our corporate office from Verde antlaer affiliate of Mr. Garcia (the Garcia Familynhited Liability
Partnership, LLP). At June 30, 2010, three of tHas#ities are closed locations. For the thred six months
ended June 30, 2010, we also leased one usedevsshiek facility and a reconditioning center, wrach both
closed locations, from a director and officer of A0, Steven Johnson, who is also Mr. Garcia’s biethdaw. At
June 30, 2010, the maturity of these leases ranges2013 to 2023. During the three months endexst B30, 2010,
we paid $0.4 million in a lease termination feeome of our closed properties to terminate the leadeVerde.
This amount was previously accrued and did not laavienpact on net income.

For the three and six months ended June 30, 208%aged an average of 18 vehicle sales facilitiese
reconditioning centers, our former loan serviciegter (which was being subleased to two third-pimgants), and
our corporate office from Verde and another affliaf Mr. Garcia (the Garcia Family Limited Lialbyi
Partnership, LLP). At June 30, 2009, five of thisslities are closed locations. For the three sindnonths ended
June 30, 2009, we also leased two and one, regplctised vehicle sales facilities and a recoaoritig center
from Steven JohnsorT he facilities we lease from Mr. Johnson are cldsedtions.
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Store closing costs on related party leases

During the years ended December 31, 2008 and 2098|osed a total of 28 dealerships and six recimmiing
centers, 10 of which were facilities we lease fidende and Steven Johnson. These facilities aubses of the
leases described above in Property Lease Expénsecordance with ASC 420—Exit or Disposal Aciegt (ASC
420), we recorded lease obligations, asset dispos#$, and other closing costs associated witethsures for
the periods presented. We remain obligated fetedlparty leases on three and four dealershifitiegias of June
30, 2010 and December 31, 2009, respectively. Méeramain obligated on two closed reconditioniegters and
one closed operations facility as of June 30, 2&ddDecember 31, 2009. We ceased use of a foraeskrvicing
center in 2007 and this facility is currently besgleased. The store closing costs represent mggosts related
to property leases, property taxes, and maintenaviteh are reflected in our general and admintisteeexpenses —
related party.

As of both June 30, 2010 and December 31, 2008, i$lion remains in accrued expenses and othbilili@s
— related party on the accompanying consolidatémhbas sheets for these lease obligations. Theatiom of
these leases range from 2013 to 2018.

Non-cash compensation expense
See Note 9 — Shareholder’s Equity & Dividends fetadls.
Aircraft lease and operating expenses

In September, 2005, we entered into a lease witdd&/for an aircraft. Under the terms of the leagrea@ament,
we agreed to pay monthly lease payments of $15@080taxes to Verde, and are responsible for gegihcosts
and expenses related to the aircraft and its dpegatThe lease term expires September 2010.

Salaries and wages, general and administrative ader expenses

Certain general and administrative expenses aadissland wages of Verde and Verde employees veého ar
enrolled in our health plan are reflected in ounaggal and administrative expenses—related party.

Reimbursement of general and administrative expense

For each of the periods presented, we receivedoresement of certain general and administrativeerses
(discussed above) incurred by us on Verde's belhls amount was $52,500 for each of the quarte29D9, and
was $105,000 for each of the quarters in 2010.

During the three and six months ended June 30, 288009, we recorded related party interest esgpan
follows:

Three Months Ended Six Months Ended
June 30, June 30,
2010 2009 2010 2009
($ in thousands)
(Unaudited)
Secured Debt Interest Expense - Related Party
Junior Secured Notes:
Tranche A - Related Party: CEO.............ccommmvveeeviveeee. $ 77 % 9 3 18t % 19
Tranche A - Related Party: Verde............cuwmmeeeeeeeinnnns 1,38¢ 35 3,37¢ 60:
Tranche B - Related Party: Verde...........ooeeeeeeiieiiinnnnes 1,13 1,501 2,75 3,001
Senior Secured Notes:
$35.0 million Senior Secured Notes Payable — Verde.. 33: — 33: —
$2.0 million Senior Secured Notes Payable — CEQ...... 1¢ — 1¢ —
Total Secured Debt Interest Expense - Related Party......... $ 2,95 % 1950 $ 6,66 $ 3,80!
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Three Months Ended Six Months Ended

June 30, June 30,
2010 2009 2010 2009
($ in thousands)
(Unaudited)

Unsecured Debt Interest Expense - Related Party

$32.0 million Senior Unsecured Notes Payable.............. — 90 — 1,801

$75.0 million Subordinated Notes Payable...................... 1,60! 2,28: 3,86 4,54
Total Unsecured Debt Interest Expense - Related Pg....... $ 1,608 $ 3,18 $ 3,86 $ 6,34

Secured debt interest expense—related party

In December 2008, we issued junior secured notessd notes consisted of a Tranche A component and a
subordinate Tranche B component. The Tranche A ocoemt was comprised of four notes (one of which $2.0
million note to Mr. Fidel, our Chief Executive Gféir) and the Tranche B component was comprised®f o
subordinate note to Verde. At December 31, 20@Ttlanche A notes bore interest at 22.0% per anmargasing
by 2.0% each year until maturity and the Tranchefs bore interest at 27.0% per annum, incre&sbp each
year until maturity.

During the year ended December 31, 2009, Verdehpsed an aggregate amount of $36.1 million in notes
from third-party Tranche A note holders. After thésansactions at December 31, 2009, Verde heldl$8#lion of
Tranche A junior secured notes and the $24.0 millicanche B junior secured notes.

In conjunction with our offering of our $200.0 niwlh 12.625% senior secured notes due 2017, issuéahie
2010, Verde agreed to transfer to our sole shadehaind our sole shareholder agreed to receiveantdbute to
equity, the aggregate amount of the Tranche A ajuhBr secured notes in the amount of $60.1 nmllidn
conjunction with this exchange these notes werealbed. In addition, the $2.0 million Tranche Atadeld by Mr.
Fidel was exchanged (and contemporaneously cadiéiean equal principal amount of the 12.625%@en
secured notes due 2017. As a result of thesedittiaoss, our obligations under the junior securei® have been
satisfied and Verde and our CEO now own $35.0 onilind $2.0 million, respectively, of our 12.6258hisr
secured notes due 2017.

Unsecured debt interest expense—related party

During 2008, in two separate transactions, Verdelmased $32.0 million face value of our 11.25% @eni
unsecured notes due 2013. These purchases wereomaitle open market between Verde and a third-ediyer.
The purchase prices were 70.0% of face value ar@¥odf face value.

In September 2009, we repurchased the $32.0 mitioa value of our 11.25% senior unsecured notes fr
Verde for face value, but incurred a loss on extisigment of $1.2 million, related to the write-offunamortized
deferred financing costs. The write-off was netited as a capital transaction since the cossste ithe senior
unsecured notes was incurred in 2005 when the matess originally issued. In addition, the noteseveriginally
issued 100% to third parties.

In the second quarter of 2008, Verde provided @ tft$75.0 million in cash to us in return for suthinated
notes, bearing interest at 12.0% per annum, arfdamihaturity date of August 2013. In conjunctiathwhe senior
secured notes offering in June 2010, Verde agieé@nsfer to our sole shareholder and our sole=kbéder agreed
to receive and contribute to equity, $40.0 millafrsubordinated notes payable, at which time theswwere
cancelled. In addition, the remaining $35.0 millia subordinated notes payable to Verde were exgedh(and
contemporaneously cancelled) for an equal prin@pabunt of senior secured notes due 2017. Asudtfas of
June 30, 2010, we are no longer obligated on tBe0$nillion subordinated notes payable.
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(8) Income Taxes

The consolidated financial statements consist cAGTS-corporation status elected in 2004) and DTAR S-
corporation since inception). Since DTAC and DTA® fiow through entities for Federal income taxpmses,
there is no Federal income tax expense relatduetintome of DTAC and DTAG, other than for one dfAls’s
wholly-owned subsidiaries, which is a C-corporati®he taxable income flows through to our shareéoidho is
responsible for paying the associated taxes. Atthauost states follow the Federal recognition @b&oration
status, some states do impose an entity levelnakat income; therefore, the tax expense is agljustcordingly.
Income tax liability was $1.1 million as of bothn#&30, 2010 and December 31, 2009.

(9) Shareholder’s Equity & Dividends

Certain of our debt facilities place restrictiomstbe amount of cash dividends we are permittgzhioto our
shareholder. We are permitted to pay cash dividénmitgd to an amount not greater than the pergentd S-
corporation taxable income for such quarterly plaqual to the highest combined federal, stateoamacal tax
rate for individuals, plus 50% of the differenceviseen taxable earnings less amounts paid for tax.

During the six months ended June 30, 2010, we $220 million in dividends related to 2010 incon&e did
not have any approved but unpaid dividends at 30n2010 or December 31, 2009, however, we hadr&hilion
available to be distributed. See Note 12 — Sulessigfavents for further details.

In January 2008, Mr. Garcia entered into an agreemih Mr. Fidel to purchase Mr. Fidel's 5% intetén
DTAG and DTAC for $17.5 million. The terms of tharphase were such that Mr. Garcia paid Mr. Fide2$6
million in cash and $11.25 million in a promissate bearing interest at 8.0% per annum. The térimeonote is
five years with annual installment payments reqlir&€he agreement contains an employment conditéiring
Mr. Fidel to remain employed with the Company ttgbuune 30, 2010. In the event Mr. Fidel volunyaril
terminated his employment as the President andf Exicutive Officer of the Company at a time priorJune 30,
2010, one-half of the principal balance of the neteild be waived and no longer payable by Mr. Garci
Accordingly, one-half of the $11.25 million note svdeemed compensation expense to be recognizethevierm
of the employment condition. As a result, $562,800 $1,125,000 of non-cash compensation expense wa
recorded for the three and six months ended Jun2(@® and 2009, respectively, as an increasertergeand
administrative expenses - related party and inereapaid-in capital on the accompanying conscdidatatements
of operations and balance sheets.

Prior to June 30, 2010, Verde, which is wholly-ody our sole beneficial shareholder, Mr. Garcias\the
holder of all of our outstanding $75.0 million 1Z4bordinated notes and the holder of $60.1 milibaur junior
secured notes. In conjunction with our offeringpaf 12.625% senior secured notes due 2017 issuathie 2010,
Verde agreed to transfer to Mr. Garcia and Mr. @aagreed to receive and contribute to equity ayregate of
$100.1 million of debt, comprised of $40.0 millionsubordinated notes and $60.1 million in juniecwred notes.
As a result of this agreement, paid-in capital waseased by $100.1 million in June 2010.

As a result of the exchange of debt for equity by Glarcia, we wrote-off unamortized deferred finagacosts
associated with the subordinated notes and jueicured notes. The portion of the unamortized csdsciated
with related party debt and the discount associaifdthe issuance of the senior secured notes dvgevr.
Garcia were treated as capital transactions asudteel in decreases to paid-in capital of approiefge50.6 million
and $0.4 million, respectively.

(10) Commitments and Contingencies
Limited warranty

We provide our DriveCafdimited warranty covering major mechanical andainditioning coverage, on
every vehicle we sell. The warranty is includedhe sales price of the vehicle and is not sold separate product.
A liability for the estimated cost of vehicle reaunder our DriveCafdimited vehicle warranty program is
established at the time a used vehicle is soldhayging costs of used vehicles sold. We currerftgr o warranty
outside of our DriveCafdimited warranty. Vehicles sold prior to Decemiie2009 are covered for six months /
6,000 miles on major mechanical items. Startindnwéles in December 2009, we extended our DrivéQianged
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warranty plan from six months / 6,000 miles to 3@nths / 36,000 miles, including oil changes at Seatomotive
locations nationwide and 24/7 roadside assistamte. liability is evaluated for adequacy throughaaalysis based
on a combination of the program’s historical parfance of warranty cost incurred per unit sold dkerterm of
the warranty and on actuarial information providkgda third party. The accrual for oil changes isdzhon 100%
utilization of this coverage, since non-use ofdileehange could void the customer’s warranty.

The limited warranty accrual is recorded as a camepbof accrued expenses and other liabilitieshen t
accompanying consolidated balance sheets for ezahpyesented. The following table reflects agtiuitthe
warranty accrual and accrued oil changes combiioedhe periods indicated:

Three Months Ended June 30, Six Months Ended June 30,
2010 2009 2010 2009
($ in thousands)
(Unaudited)

Balance, Beginning of Period......... $ 527 % 1,00 $ 92 77
Warranty Expense........ccccccccvvnnnnnnn. 4,34 48 9,82 1,42
Warranty Claims Paid..................... (1,756) (802) (2,889) (1,512)
Balance, End of Period.................... $ 786 $ 68 $ 786 $ 68

Lease commitments

During 2008 and 2009 we closed dealerships anchtiétioning centers and incurred store closing casts
recorded lease termination liabilities in accordanith ASC 420—EXxit or Disposal Activities (ASC 420At June
30, 2010, approximately $2.5 million remains inraet expenses and other liabilities on the accogipgn
consolidated balance sheet for these lease oldigatiAt June 30, 2010, the expiration of thessdsaange from
2012 to 2018.

Legal matters

We are involved in various claims and actions agsh the ordinary course of business. In the opirof
management, based on consultation with legal cduthseultimate disposition of these matters wilt have a
material adverse effect on us. We believe apprtgpsdacruals have been made for the dispositiohesfet matters.
In accordance with Statement of FASB ASC 460ntingencieswe established an accrual for a liability wheis it
both probable that the liability has been incured the amount of the loss can be reasonably dstiniBhese
accruals are reviewed monthly and adjusted toaefte impact of negotiations, settlements and s rulings,
advice of legal counsel, and other information ewents pertaining to a particular case. Legal es@enelated to
defense, negotiations, settlements, rulings, anttaaf outside legal counsel are expensed asnedur

In August 2008, we received a Civil InvestigativerBand from the Texas Office of Attorney General,
Consumer Protection Division, asking for the prdihrcof certain materials. The demand indicatés the subject
of an investigation of possible violations of thed@ptive Trade Practices Act, Sections 17.46(a)lanih the
marketing, advertising, financing, and selling séd cars. We provided the Texas Office of AttorGeyeral with
all requested information in August 2008. At thatd, we met with the state’s Attorney General'si€ffto provide
them with an overview of us and discuss the regdestaterials. At the meeting, we agreed on somemaimanges
in the requested materials. In addition, the AgrGeneral’s Office indicated that they would revithe materials
we provided to them and if there were any conctreg would contact us to meet, discuss and resbleoncerns.
We will continue to fully cooperate with the statéittorney General’s Office in responding to thendad and any
follow up discussions with them. The Texas Attorgneral has requested additional information and
documentation from time to time, most recently @bfuary 2010 when it requested clarifying informatiimited to
vehicle inspections, after sale repairs, warrdogmn servicing, and consumer concerns. We bellevedquest is
routine in nature and we have responded accordiligéy/believe we are in compliance with all applieadtate laws
and regulations and we intend to continue to caatperith state officials. We believe we do not hang
qualitative or quantitative loss contingenciesteslao this matter.
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We are currently appealing to the Nevada Supremgt@o an adverse administrative ruling relatetho
efficacy of certain sales tax refunds we have rstagefor the 2002 and 2003 tax years. While onpliegble to
2002 and 2003, an adverse ruling could affect sumsg tax years as well. In several of our statesfile for and
receive sales tax refunds for sales taxes pai@tail mstallment sales of the amount related & fortion of the
sales price ultimately not collected from our caséos. Prior to this adverse ruling, the Departnodritaxation of
the State of Nevada had, in an audit of tax ye8881001, allowed such refunds. The Departmenbve taking
the position that because the contracts are agsigneur related finance company (which they waredrtain of
our prior periods as well) we are not entitledhe tefund. We are vigorously pursuing our rightthesrefunds and
believe we have a positive position and will préirathis proceeding. Total sales tax refunds fi2002 through
June 30, 2010 were $4.9 million. We have not actarey amounts with respect to this matter.

On June 9, 2009, a former customer filed a compiaihos Angeles County Superior Court, alleging fost
repossession notice sent to the former customenvadsrially defective and incomplete. The plaintifbught the
case as a purported class action in a represemtpacity under California’s Unfair Competitiorvial he parties
entered into negotiations and reached a settlem#anth the court preliminarily approved on April,22010. The
court subsequently granted final approval and we lpaid the settlement in the second quarter o020he
amount was previously accrued at December 31, a@69vas sufficient to cover the settlement.

Additionally, in the ordinary course of busines®, are a defendant in various other types of legaigqedings.
Although we cannot determine at this time the amaofithe ultimate exposure from these lawsuitany, based on
the advice of counsel management does not expedindd outcome to have a material adverse effeai®

(11) Fair Value of Financial Instruments

Generally Accepted Accounting Principles requirat tive disclose estimated fair values for our firainc
instruments. Fair values are based on estimatag gsioted market prices, discounted cash flowsttogr valuation
techniques. Those techniques are significantlycedfE by the assumptions used, including the didc@ie and the
estimated timing and amount of future cash flowsergfore, the estimates of fair value may diffdystantially
from amounts that ultimately may be realized odpaisettlement or maturity of the financial ingtents and those
differences may be material. Accordingly, the aggte fair value amounts presented do not represent
underlying value.

Limitations

Fair value estimates are made at a specific poititrie and are based on relevant market informatrah
information about the financial instrument; theg aubjective in nature and involve uncertaintieattens of
judgment and, therefore, cannot be determined wiitinate precision. These estimates do not reflegtpremium
or discount that could result from offering foresalt one time our entire holdings of a particutatiument.
Changes in assumptions could significantly affeest estimates.

Since the fair value is estimated as of each balaheet date presented, the amounts that will lachea
realized or paid in settlement of the instrumewntsla be significantly different.
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The following is a summary of carrying value anit f&lue of our financial instruments for each pdri
presented:

June 30, 2010 December 31, 2009
Carrying Value Fair Value Carrying Value Fair Value
($ in thousands)

(Unaudited)
Finance Receivables, M&t..............c.cccevueveennn. $1,185,766 $1,247,134 $1,107,33] $1,133,93I
Portfolio Warehouse Facilities ...............ccee- 203,90: 203,90: 77,501 77,501
Repurchase FacCility ........ccccccoeoeeiiiiiiciiiiinne, — — 12,23: 12231
Pooled Auto Loan Program Financings.............. 250,56! 256,800 527,32 545,40!
Portfolio Term Residual Financing............ce... 100,001 100,00t — —
Securitization Debt ..........ccccooiiiiiiee s e 175,52¢ 156,464 268,53 269,46.
Revolving Inventory Facility................cccceee.. 40,001 40,60 50,00t 50,00t
Junior Secured Notes Payable ...................... — — 62,08¢ 62,08
Mortgage Note Payable .............c.oceevees e 12,95 9,800 13,041 9,40(
Senior Secured Notes Payable...............cc...... 197,72! 200,500 — —
Senior Unsecured Notes Payable..................... 1,49! 1,49! 1,48 1,48
Equipment Note Payable-Aircraft .................... 2,64 2,64 — —
Subordinated Notes Payable................. coee. — — 75,00t 69,00(

(1) Represents finance receivable principal bakngieis accrued interest, less the allowance ftitlosses.
Valuation methodologies
Finance receivables

The fair value of finance receivables was estimatediscounting future cash flows expected to Hkected
using current rates at which similar loans wouldhisle to borrowers with similar credit ratings &mel same
remaining maturities. This discounted cash flowsmated utilizing internal valuation models, whitse a
combination of market inputs (i.e. discount ratmssimilar and like transactions) and our own agsions
regarding credit losses, recoveries, and prepaymaged in our portfolio. We estimate the cash flfthe portfolio
and the cash flow of our retained interests in g8zation and PALP transactions in measuring toteh flow.
These cash flows are developed on a leveraged $iasis our receivable portfolio is financed by thdsbt
instruments and are not separable transactions.

Portfolio warehouse facilities

The portfolio warehouse facilities are short termature and the interest rates adjust in conjanatiith the
lender’s cost of funds or 30-day LIBOR. Warehouwsglity | was amended in July 2010 to reduce i{gacity from
$250.0 million to $150.0 million and we extended thaturity from December 2010 to December 2011 wit
change in interest rate required by the lendererdfore, we believe the fair value of this facilgproximates
carrying value at June 30, 2010. Warehouse fadilivas executed in May 2010, in close proximiyJune 30,
2010 and contains a floating market rate of intetbsrefore, we believe the fair value of thisilfacapproximates
carrying value at June 30, 2010. Warehouse fadllitwas executed in April 2010, in close proximity June 30,
2010 and contains a floating market rate of intetbsrefore, we believe the fair value of thisilfacapproximates
carrying value at June 30, 2010.

Pooled auto loan program financings

The fair value of PALP debt at June 30, 2010 istam third party discounted cash flow using mankietrest
rates for this debt.

Portfolio term residual financing

In May 2010, we entered into a $350.0 million condal warehouse and warehouse residual facility. This
facility allows for maximum borrowings under a tecmmponent of $100.0 million bearing a fixed raténterest of
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8.62%. Since this debt instrument was executelinvilose proximity to June 30, 2010, we beliew fdir value
of this debt approximates carrying value at June28Q0.

Securitization debt
The fair value of securitization debt was estimaitsithg third party quoted market prices.
Revolving inventory facility

At June 30, 2010, the fair value of the inventa@gility was determined third party discounted cfigv using
market interest rates for this debt.

Mortgage note payable

At June 30, 2010 the fair value of this note wa®ideined using third-party market prices for simila
commercial real estate mortgages.

Senior secured notes payable

The fair value of senior secured notes payablere 30, 2010 was determined using third party quotarket
prices.

Senior unsecured notes payable

At June 30, 2010, the fair value of the senior ansed notes was determined to be par due to the telm to
maturity and our ability to pre-pay the balance a@rmg.

Equipment note payable

The equipment note payable was executed in ApfiD2th close proximity to June 30, 2010, therefave,
believe the fair value of this debt instrument apgmates carrying value.

(12) Subsequent Events

We have evaluated subsequent events potentialmigimzgand/or disclosure through August 13, 201Che
date the financial statements were available fudace.

Accordingly, the following disclosures apply:

In July 2010, we entered into a fourth portfolioralouse facility agreement with RB8th a capacity of $50.0
million, which expires in July 2011. This facility secured primarily by finance receivables antiesian advance
rate on the receivables pledged to the facilitp@¥. The amounts outstanding under the facility Ingarest at the
lenders’ cost of funds thereunder plus 2.50%. Bla@ lagreement provides an option to increase {h&cis to
$100.0 million in January 2011.

In July 2010, we amended warehouse facility |, dasing the total capacity from $250.0 million t&81
million, reducing the demand note from $25.0 millio $15.0 million, and extending the maturity fr@acember
2010 to December 2011. As a result of this amendmerwrote-off $1.1 million of unamortized deferriancing
costs in July 2010. This facility is secured byafice receivables and carries an advance rate oadéirables
pledged to the facility of 58%. The amounts outdiag under the facility bear interest based orléheers’ cost of
funds thereunder plus 4.25% on or prior to Decer8tie2010. Thereafter the amounts outstanding nuhee
facility will bear interest based on the lendemsstcof funds thereunder plus 3.25%.

In August 2010, the board of directors approved Bhzillion of dividends to be distributed to ouraséholder
and we effected the distribution on August 16, 2010

In August 2010, we extended the term of our revginventory facility 30 days and this facility naxpires
in September 2009.
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(13) Recent Accounting Pronouncements

From time to time, new accounting pronouncemereggsaued by the Financial Accounting Standards @oar
(FASB) or other accounting standards setting bodibch we may adopt as of the specified date requdy each
standard. Unless otherwise discussed, we beli@vertpact of recently issued standards that argetatffective
will not have a material impact on our consoliddfiedncial statements upon adoption. The belowrmétion is
not a comprehensive list of all new pronouncemanis.have only included those pronouncements weethe
reader of the financial statements would find meghil. We have excluded certain pronouncementswidbelieve
do not apply to us or the industry in which we @er

In January 2010, the FASB issued guidance thaifielaand requires disclosure of amounts and resaiam
significant transfers between Level 1 and Level®2well as significant transfers in and out of Leef the fair
value hierarchy. The new guidance also requirgspilnehases, sales, issuances, and settlementesenied gross
in the Level 3 reconciliation and that requiremisrgffective for fiscal years beginning after Dete®m15, 2010 and
for interim periods within those years, with eaatjoption permitted. As we did not elect the failuezoption for
our financial assets and liabilities we do notdeadi the implementation of this standard will hawsggaificant
impact on our consolidated financial statementsepkto the extent it modifies our fair value distires in our
current consolidated financial statements.

On February 10, 2010, the FASB issued ASU 2010sCG8iend certain recognition and disclosure
requirements regarding subsequent events. This B&idme effective on the issue date and it did ae¢ la
material impact on our consolidated financial positresults of operations or cash flows.
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Item 2. Management'’s Discussion and Analysis of Famcial Condition and Results of Operations

The following discussion of our historical resufsoperations and our liquidity and capital resoascshould
be read in conjunction with the financial statensesutd related notes that appear elsewhere in gg®rt. Unless
otherwise indicated in this Quarterly Report on Fpt0-Q, the terms “DriveTime,” the “Company,” “we,"our”
and “us” refer to DriveTime Automotive Group, Irand DT Acceptance Corporation and their respective
subsidiaries as a consolidated entity.

Overview

We are the leading used vehicle retailer in theddhStates with a sole focus on the sale and fingraf
quality vehicles to the subprime market. Throughlmanded dealerships, we provide our customets avit
comprehensive end-to-end solution for their autéveateeds, including the sale, financing, and negiahce of
their vehicles. As of June 30, 2010, we owned getated 81 dealerships and 13 reconditioning faslin 21
geographic regions in 13 states. For the six moerided June 30, 2010, we sold 28,587 vehicles rgetk$542.8
million of total revenue (which consists of vehislgles and interest income), and generated $1liBidnmof
Adjusted EBITDA. We provide our customers with fiicéng for substantially all of the vehicles we sél§ of June
30, 2010, our loan portfolio had a total outstagdnincipal balance of $1.4 billion. We maintairr éaen portfolio
and related financings on our balance sheet.

Over the past 18 years, we have developed an atehbusiness model that consists of vehicle aiguis
reconditioning, sales, underwriting and financenleervicing, and after sale support. We beliesedhr model
enables us to operate successfully in the underdeswbprime market segment. In addition, we belibaeour
model allows us to systematically open new deaipssin existing and new markets throughout the éthbtates.

Our integrated business model is focused on giwimgcustomers the ability to acquire quality usetieles
through six key activities:

»  Vehicle acquisitionWe acquire inventory primarily from used vehialgctions. Our centralized vehicle
selection strategy takes into account many factoefyding the retail value, age, and costs of bgyi
reconditioning, and delivering the vehicle for desalong with buyer affordability and desirabilifyor the
six months ended June 30, 2010, we purchased 26g888es from 170 auctions nationwide.

»  Vehicle reconditioning and distributioubsequent to acquisition, vehicles are transddd one of our 13
regional reconditioning facilities, where we recitiah the vehicles and perform a rigorous multifgoi
inspection for safety and operability. On average spend approximately $750 to $1,000 in recondiitig
costs per vehicle sold, including parts and labgon passing our quality assurance testing, we'méte the
distribution of vehicles to our dealerships basedarrent inventory mix and levels, along with sghatterns
at each dealership.

»  Vehicle salesWe focus on selling quality used vehicles witfoafable payments through our extensive
network of company-owned dealerships. We utilizgdted television, radio, and online advertisinogobams
to promote our brand and encourage customers tpleteran online credit application and visit our
dealerships. Approximately 53% of our customersered an online credit application before visitome
of our dealerships in the six month period ended R0, 2010. Our dealerships are generally lodatedh
traffic commercial districts and showcase our DFivee logos and color schemes.

»  Underwriting and financeUsing information provided as part of the cregtiplication process, our
centralized proprietary credit scoring system deiees a customer’s credit grade and the correspgndi
minimum down payment and maximum installment paytmiéfe monitor the performance of our portfolio
and close rates on a real- time basis, allowing uentrally adjust pricing and financing terms#lance
sales volumes and loan performance.

»  Loan servicingWe perform all servicing functions for our loaorgfolio, from collections through the resale
of repossessed vehicles. We allow customers to ipayenents in cash at over 3,700 Wal-Mart stores and
more than 10,000 other locations nationwide, as$ agethrough traditional payment methods. Our
experienced collection staff utilizes our propnigteollection software, which we developed speaificfor
subprime auto loans. We use behavioral models degitp predict payment habits, as well as automated
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dialer and messaging systems to enhance collegfimency. We utilize our vehicle acquisition asales
expertise in representing our vehicles at auctioorder to maximize the recovery value of repossbss
vehicles.

»  After sale supportAs part of our no-haggle vehicle sale price, wavjzle a warranty on each vehicle we sell,
and in December 2009 we extended our warranty progwhich is included in the sales price of each
vehicle) to cover 36 months / 36,000 miles, inahgdoil changes at Sears automotive locations natam
and 24/7 roadside assistance. We self-administewatranty program through our in-house team ofamusr
service representatives, including warranty clgicgalists who are certified mechanics, and our pre
approved vendor network of independent third-pegpair facilities.

We believe that our business model has severahsalyes over our competition and that we provide our
customers with a unique buying experience featuring

(1) branded, attractive dealership facilities, eafctvhich maintains a large inventory of qualitgconditioned
used vehicles;

(2) professional and courteous service with “noghalgpricing and a three day “no questions askedinn
policy;

(3) vehicle financing with affordable down paymeatsl installment payments;

(4) our DriveCartlimited warranty program (included in the salee@of each vehicle) — a 36 month / 36,000
mile major mechanical warranty, including oil cheagt Sears automotive locations nationwide and 24/
roadside assistance; and

(5) numerous payment options, which include cagimgats at alternative retail and other locatiortsonavide,
as well as online, by phone, and through otheiittcarl payment methods.

To provide financing to our customers, we haveitiauhlly relied upon portfolio warehouse facilgi@and
securitization transactions.

Second Quarter 2010 Highlights

» InJune 2010 we issued $200.0 million of 12.625%m@esecured notes due June 15, 2017. The notes we
issued with an original issuance price of 98.85#48%ulting in an effective yield of 12.875%.

»  Our sole shareholder exchanged $100.1 million bt dethe form of junior secured notes and subatid
notes, to an equal amount of paid-in capital, thefacreasing our total equity accordingly.

» In May 2010, we entered into a $350.0 million conalaf warehouse and residual facility which allows fo
maximum borrowings under a term residual compooé#t00.0 million with an advance rate of 75% and
under a revolving component of $250.0 million, wétin advance rate of 70%.

» In April 2010, we entered into a portfolio warehedacility which allows for maximum borrowings 0135.0
million with an advance rate of 50%.

» Total revenue increased 5.5% from $233.0 milliontfe three months ended June 30, 2009 to $24%idmi
for the three months ended June 30, 2010.

> Unit sales increased 2.9% from 11,941 for the timeaths ended June 30, 2009 to 12,284 for the thoaghs
ended June 30, 2010.

» Net charge-offs as a percent of average portfoiiacipal outstanding decreased from 3.9% for thieeh
months ended June 30, 2009 to 2.5% for the thregha@nded June 30, 2010.

» We opened two new stores in our South Carolinaregirhrough July 31, 2010, we have opened a tdtal
five stores in new geographic regions.

Internal Controls

We have material weaknesses in internal controt imancial reporting. In April 2010, we identifiedmatter
involving a control deficiency in our internal cooitover financial reporting that constituted a en&l weakness.

23



We have concluded that there is more than a rehketéhood that a material misstatement of our airar interim
financial statements would not be prevented orafeteon a timely basis by our employees in the maboourse of
performing their assigned functions.

We are in the process of remediating this materédkness and expect to have controls in placeested by
December 31, 2010.

Material Weakness

In April 2010 we identified an error related to oeding the effect of a transaction between relgizdies. In
January 2008, Mr. Garcia entered into an agreediggttly with Mr. Fidel (not between the Companylavr.
Fidel) to purchase Mr. Fidel's 5% interest in DTABd DTAC for $17.5 million. The terms of the pursbavere
such that Mr. Garcia paid Mr. Fidel $6.25 milliondash and $11.25 million in a promissory note inganterest at
8.0% per annum. The term of the note is five yeatls annual installment payments required.

The agreement between Mr. Garcia and Mr. Fidelainatan employment condition, requiring Mr. Fidel t
remain employed with the Company through June 8002Under the terms of the agreement, if Mr. Fidel
voluntarily terminated his employment as the Prasicaind Chief Executive Officer of the Companyrat ime
prior to June 30, 2010, one-half of the principalbimce of the note would have been waived and woag been
no longer be payable by Mr. Garcia.

Accordingly, under GAAP, $5.63 million of the $15.tillion note is deemed non-cash compensationresge
to be recognized over the term of the employmentitmn between Mr. Garcia and Mr. Fidel. The Compdid
not originally reflect the compensation expense thiedcorresponding credit to equity related to #gjgeement in its
financial statements in 2008 or 2009. Our finansiatements have been restated to reflect this ensapion
expense. We believe that the control deficiencytified in connection with this error constitutematerial
weakness in our internal control over financialoeimg. Such material weakness relates to our ¢dgkocesses
and effective controls for identifying and recomglirelated party transactions not involving the Campin
accordance with GAAP.

Forward-Looking Statements

This Quarterly Report on Form 10-Q, includiigm 2, Management’s Discussion and Analysis ol
Condition and Results of Operatigreontains “forward-looking statements,” which mgé information relating to
future events, future financial performance, sgig, expectations, competitive environment, regriaand
availability of resources. These forward-lookingtements include, without limitation, statementsaaning
projections, predictions, expectations, estimaieforecasts as to our business, financial andatipeal results,
and future economic performance; and statementsaofigement’s goals and objectives and other similar
expressions concerning matters that are not histioiacts. Words such as “may,” “should,” “couléiould,”
“predicts,” “potential,” “continue,” “expects,” “ditipates,” “future,” “intends,” “plans,” “believes“estimates,”
and similar expressions, as well as statementgtimd tense, identify forward-looking statements.

Forward-looking statements should not be readgsgantee of future performance or results, andnetl
necessarily be accurate indications of the timesrdty, which such performance or results willdohieved.
Forward-looking statements are based on informati@ilable at the time those statements are made or
management’s good faith belief as of that time wét$pect to future events, and are subject to askls
uncertainties that could cause actual performancesults to differ materially from those expressedr suggested
by the forward-looking statements. Important fagtivat could cause such differences include, luhat limited
to:

* we require substantial capital to finance our bessn
» our focus on customers with subprime credit;
* we may not be able to generate sufficient cash ftomeet our debt service obligations;

» changes to our business plan that are currenthgheiplemented, and those that may be implemented i
the future, may not be successful and may causganmed consequences;
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» interest rates affect our profitability and caghwié and an increase in interest rates will increase
interest expense and lower our profitability amplidity;

« general and economic conditions and their effecduwomobile sales;

* Wwe are subject to extensive governmental regulatiand if we are found to be in violation of angideal,
state, or local laws or regulations applicablegpaur business could suffer;

» changes in laws, regulations, or policies;
» the need to further reduce the scope of our opersiti
» seasonal and other fluctuations in our resultgefations;

» our failure to effectively manage our growth, asc® additional required financing to fund ourvgtio,
and increased exposure to legal and regulatorg dska result of our plans to expand;

e we operate in a highly competitive environment, &dmnee are unable to compete with our competitors,
results of operations and financial condition cdutdmaterially adversely affected; and

» other factors discussed under the headings “RistoFg” “Management’s Discussion and Analysis of
Financial Condition and Results of Operations,” &Bdsiness.”

» Forward-looking statements speak only as of the that statements are made. You should not put undue
reliance on any forward-looking statements. We m&sno obligation to update forward-looking
statements to reflect actual results, changessimmagtions, or changes in other factors affectimg/éod-
looking information, except to the extent requitsdapplicable securities laws. If we do update one
more forward-looking statements, no inference sthidel drawn that we will make additional updateiwit
respect to those or other forward-looking statesent

Critical Accounting Policies

The discussion and analysis of our financial caodiand results of operations are based upon msotidated
financial statements, which have been prepareddardance with United States generally accepteduating
principles. The preparation of these financialestants requires management to make estimates dguhgunts that
affect the reported amounts of assets and liadslitievenue and expenses, and related disclosurestmgent
assets and liabilities at the date of our finansiatements. Actual results may differ from theste®ates under
different assumptions or conditions, impacting m@ported results of operations and financial caolit

Certain accounting policies involve significant gudents and assumptions by management, which have a
material impact on the carrying value of assetslaflities and the recognition of income and exges.
Management considers these accounting policies titical accounting policies. The estimates asglimptions
used by management are based on historical experad other factors, which are believed to beoresise under
the circumstances. The significant accounting pedievhich we believe are the most critical to aidilly
understanding and evaluating our reported finamemlts are described below.

Revenue recognition

Revenue from the sale of used vehicles is recognipen delivery, when the sales contract is sigaad,the
agreed-upon down payment or purchase price hasrbeeived. Sales of used vehicles include reverom the
sale of used vehicles, net of a reserve for retdrhe reserve for returns is estimated using hisibexperience and
trends and could be affected if future vehicle meswdiffer from historical averages. A 10.0% in@e#&n our rate of
returns would result in a $0.4 million and $0.6lioil decrease in our sales return allowance at 30n2010 and
December 31, 2009, respectively. Revenue is rezedrat time of sale since persuasive evidence afframgement
in the form of an installment sales contract exists have delivered the vehicle to the customanderred title,
our sales have a fixed and determinable price cafidctability is reasonably assured.
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Allowance for credit losses

We maintain an allowance for credit losses on aiegate basis at a level we consider sufficierbtger
probable credit losses inherent in our portfoligefeivables as of each reporting date utilizihgsa emergence
period to cover 12 months of estimated losses.allbgvance takes into account historical credit keggerience,
including timing, frequency and severity of lossSEBis estimate of existing probable credit lossg®ient in the
portfolio is primarily based on static pool analy$y month of origination based on origination pifal, credit
grade mix and deal structure, including down paymaad term. The evaluation of the adequacy of tleevance
also considers factors and assumptions regardagwérall portfolio quality, delinquency statuse thalue of the
underlying collateral, current economic condititinat may affect the borrowers’ ability to pay, ahd overall
effectiveness of collection efforts.

The static pool loss curves by grade are adjusteddtual performance to date, and historical sesliy
patterns. The forecasted periodic loss rates, wdhitte the forecast for estimated gross losse®(batcoveries)
are calculated by factoring amortization speed,@igination terms. Charge offs have a natural seality pattern
such that they are typically lower during the fasid second quarters of each calendar year becast®ners tend
to have additional money from tax refunds to appltheir loans, compared to the third and fourthrtgrs when
charge offs tend to increase. Recoveries are gstiluesing historical unit and dollar static poaaeery activity to
forecast recoveries for estimated charge offsebtiiance sheet date. The forecasted recovery(atesper unit
basis) are based on the historical unit recovenydtiby recovery type as adjusted for estimated ¢tnpfaeconomic
and market conditions.

The allowance model is sensitive to changes inmptans such that an increase or decrease in oecdeted
net charge-offs would increase or decrease thevaiioe as a percentage of principal outstandingnedjto be
maintained. The amount of our allowance is sersstiiviosses within credit grade, recovery values)] dtructure,
the loss emergence period and overall credit gnaideof the portfolio. In the event loss assumptiossd in the
calculation of the allowance for credit losses wer@ncrease, there would be a corresponding iser@athe
amount of the allowance for credit losses, whicluMdaecrease the net carrying value of financeivabées and
increase the amount of provision for credit losHfesreby decreasing net income. A 5% increaselifirequency
loss assumption would increase the allowance feditfosses and our provision for credit losse$®y million
and $9.2 million as of June 30, 2010 and DecembgeR@09, respectively. Also, a 5% decrease in esumed
recoveries per loan charged off, would result inrenease to the allowance for credit losses angigion for credit
losses by $4.1 million and $3.9 million as of J@0e 2010 and December 31, 2009, respectively. Bilityato
forecast net charge-offs and track static poolaostes by month of origination are a critical aspé¢his analysis.

Although it is reasonably possible that eventsimuenstances could occur in the future that arepnesently
foreseen, which could cause actual credit losses tmaterially different from the recorded allowarior credit
losses, we believe that we have given appropriatsideration to the relevant factors and have measonable
assumptions in determining the level of the allowearOur credit and underwriting policies and adheegto such
policies and the execution of collections proce$se® a significant impact on collection resulsyell as the
economy as a whole. Changes to the economy, ungmpld, auction prices for repossessed vehicles, and
collections and recovery processes could matergfgct our reported results.

Recovery receivables

All loans over 90 days past due at month end aaegeltl off. Recovery receivables consist of estithate
recoveries to be received on charged off receigaleluding proceeds from selling repossessedcie=hat
auction, along with insurance, bankruptcy and deficy collections. The recovery amount from selliagossessed
vehicles at auction is a forecast of vehicles todoevered from loans previously charged-off andicles currently
in our possession. Based on our extensive experiamd historical database of auction recoveriegstieate the
number of units we will recover and the value thatwill receive for these vehicles at auction. @uecast utilizes
historical data with respect to recovery ratesy&s) and time from charge-off to repossessionrderato estimate
auction recoveries we utilize historical static poait recovery rates as adjusted for recent markeids to arrive at
the forecasted recovery dollars by static pool marfitcharge-offs. Insurance, bankruptcy and deficyecollections
are estimated using historical trends adjustedli@anges to recovery practices.
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Valuation of inventory

Inventory consists of used vehicles held-for-saleuwrently undergoing reconditioning and is staethe
lower of cost or market value. Vehicle inventorgtis determined by specific identification. Directd indirect
vehicle reconditioning costs including parts artubla costs to transport the vehicles to our delaipiscations,
buyer costs, and other incremental costs are tdiapitisas a component of inventory cost. Determimatif the
market value of inventory involves assumptions rdigg wholesale loss rates derived from historicads and
could be affected by changes in supply and demaadraetail locations and at the auctions. A 1@8érease in
the valuation of our inventory at June 30, 2010 Mi@asult in a decrease in net income of approxeéhehl.0
million.

Secured financings
Securitizations

We sell loans originated at our dealerships tobaunkruptcy-remote securitization subsidiaries, Whia turn,
transfer the loans to separate trusts that isstes @md certificates collateralized by these lo&hs. senior class
notes are sold to investors, and we retain thersdlitte classes. We continue to service all sezedtioans. Due to
certain restrictions placed on the trusts (i.e,tthsts do not have the right to pledge the assssuritization
transactions have been accounted for as secumtfitgs, in accordance with ASC 860 — TransfersSerdicing.
Loans included in the securitization transactiamsracorded as finance receivables and the asskéthaecurities
that are issued by the trusts are recorded as pamnt of portfolio term financings in the accomyag
consolidated balance sheets.

Pooled auto loan program transactions

Under Pooled Auto Loan Program (PALP) transactiaespool contracts originated at our dealershipssat
them to either (i) a special purpose entity whigimsfers the loans to a separate trust whichrim tssues a note
collateralized by the loans; or (ii) we sell theofeal loans, in a secured financing transactioradiy to a third-
party financial institution. We retain all serviginBoth types of PALP transactions are accounteds$esecured
financings either due to our right to repurchaseltians sold at a specified date or due to restnigtplaced on the
trust. Therefore, the loan contracts included etthnsactions remain in finance receivables aadi#hbt is reflected
as portfolio term financings on the consolidatelhbee sheets.

Limited warranty

A liability for the estimated cost of vehicle regaunder our DriveCafdimited vehicle warranty program is
established at the time a used vehicle is soldhayging costs of used vehicles sold. Starting wétles in December
2009, the DriveCafdimited warranty plan was extended to 36 montB&,000 miles, and includes oil changes at
Sears automotive locations nationwide and 24/7gidadassistance. The liability is evaluated forqa@ey through
an analysis based on a combination of the prograisterical performance of warranty cost incurred pnit sold
over the term of the warranty and on actuarialrimi@tion provided by a third party. The accrualddrchanges is
based on 100% utilization of this coverage, simme-nse of the oil change could void the customedsranty.

Our liability is affected by the number of vehiclasat come back for repair under warranty, the nema oil
changes utilized, and our estimated cost per repaiiple with the actuarial results provided. Thessumptions are
further affected by mix and age of vehicles sold aar ability to recondition vehicles prior to sa#e10.0%
increase in our warranty accrual at June 30, 2@00/d result in a reduction in net income of appmately $0.8
million for both the three and six months endedeJad, 2010.
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Factors Affecting Comparability

We have set forth below selected factors that vieve=have had, or can be expected to have, afisigmi
effect on the comparability of recent or futureulesof operations:

Reporting company expenses

Our 12.625% Senior Secured Notes due 2017 reqgsite file a registration statement on Form S-4 \with
SEC and to make an offer to exchange the notefiistered publicly tradable notes that have sulisiy
identical terms. Upon effectiveness of this registn statement we will become subject to a nunatb@dditional
requirements, including the reporting requiremefithie Exchange Act and certain related requiremehthe
Sarbanes-Oxley Act. As a result, we expect thagemeral and administrative expenses will incressee pay our
employees, legal counsel, and accountants to assist among other things, establishing and maiimg internal
control over financial reporting in accordance withction 404 of the Sarbanes-Oxley Act, and pragand
distributing periodic public reports under the feadesecurities laws. We estimate that incremerdatsassociated
with being an SEC registrant will be between $2ilion and $4.0 million annually.

Limited warranty

Starting with sales in December 2009, we extendedoiveCare® limited warranty plan from six months
6,000 miles to 36 months / 36,000 miles, and it mustudes lifetime oil changes at Sears automdtieations
nationwide and 24/7 roadside assistance. As atregilexpect that our warranty costs will be higihefuture
periods, however, we believe that the warranty ale a positive impact on vehicle sales and lefopmance.

Interest expense

As a result of the issuance of our 12.625% Sentou&d Notes due 2017 and the use of proceedsfthard¢o
repay certain of our indebtedness, and the corimibwf an aggregate of $100.1 million of subordétanotes and
junior secured notes into equity in connection wiith offering of our 12.625% Senior Secured Notes 2017, as
well as the execution of three new warehouse fesliwhich are secured by finance receivablesxpect that our
weighted average cost of funds will be lower irufetperiods. To the extent our average amount ieaads also
less in future periods, we would expect a decr@aser interest expense in future periods.
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Selected Historical Consolidated Financial and othedata

The following table sets forth our selected histakiconsolidated financial and operating data ahefiates
and for the periods indicated.

As of and for the As of and for the
Three Months Ended June 30, Six Months Ended June 30,
2010 2009 2010 2009
(% in thousands, except per vehicle sold data)
(Unaudited)
Dealerships:
Dealerships in operation at end of period .........cccccccvvveiviiieeiiiiienens 8: 79 8 7
Average number of vehicles sold per dealershipmp@tth .................... 5! 5( 6! 5¢
Retail Sales:
Number of used VEhiCleS SOId................ceemmmmieeieeiiiiiiieeee e 12,284 11,94 28,58 27,72¢
Average age of vehicles sold (in years) 4. 4. 4. 4.
Average mileage of vehicles sold................ 69,23« 67,411 69,23: 66,86(
Per vehicle sold data:

Average sales price $ 14,51} $ 14,14 $ 14,44 $ 14,20t

Average cost of vehicle sold $ 9,29t $ 7,89 $ 8,980 $ 7,91¢

AVErage grosSs MArgiN..........eceeerueeessmmmmmmseesseesnseesssesenseesnnns $ 5,21¢ $ 6,24! $ 5,46 $ 6,28¢

Gross Margin PErCeNtage ........c.veuveermrimcmmeaireesireeseeesreeanees 36.0% 44.2% 37.8% 44.3%
Loan Portfolio:
Number of apPlICALIONS ..........eiiiiiiiiiiicerme e 43,75t 45,264 95,53! 97,02t
Close rate percenta@é ..................................................................... 28.1% 26.4% 29.9% 28.6%
Principal balances originated... $ 175/47¢ $ 167,01 $ 402,14 $ 387,18
Average amount financed per origination.... $ 14,291 $ 13,99( $ 14,07 $ 13,96¢
Number of loans outstanding—end of period........cc.cceeevviiveeenninnen, 135,26’ 130,00 135,26 130,00°
Principal outstanding—end of period................... $ 1,392,15. $ 1,377,041 $ 1,392,15: $ 1,377,04(
Average principal outstanding — beginning of period.............cc.c.c..... $ 1,380,35: $ 1,380,75! $ 1,352,80° $ 1,365,86!
Average effective yield on portfoli® .............c..ccccccoeveriereererersrnnens 20.2% 19.5% 19.9% 19.3%
Allowance for credit losses as a percentage ofqimtprincipal 15.9% 17.8% 15.9% 17.8%
Portfolio performance data:
Portfolio delinquencies over 30 dafs..............cocovvveeeieeeeeeeennnns 7.1% 6.9% 7.1% 6.9%
Principal charged-off as a percentage of outstanpiimcipal. . 4.2% 5.6% 9.8% 12.8%
Recoveries as a percentage of principal charged-off........................ 41.0% 31.4% 41.3% 31.4%
Net charge-offs as a percentage of average principa....................... 2.5% 3.9% 5.7% 8.8%
Financing and Liquidity:
Unrestricted cash and availabilffy ...............ccoccooooiirininiiccne. $ 22526 $ 8144 $ 225,264 $  8l44
Ratio of net debt to shareholder's eqity............c..cocoevvevererereereennn. 2.2x 3.1x 2.2x 3.1x
Secured collateral coverage raffo.............c.ccccovovveveeernnnnn. 2.7x N/A 2.7x N/A
Ratio of adjusted EBITDA to interest expef{3e 1.9x 1.6x 2.1 1.6x
Total assets to shareholder's €qUILY.......ccceeecveeeeeeiiieiee e 3.5x 4.4x 3.5 4.4
Total average secured and unsecured debt..eeeeeceeveiiieeiireneennen. $ 1,101,31: $ 1,033,48 $ 1,072,90! $ 1,060,64:
Weighted average effective borrowing rate on tdedt® ................. 10.4% 11.0% 10.2% 10.9%
Other Financial Data:

EBITDA® ..o $ 51,68t $ 69,40° $ 114,49 $ 112,95¢
Adjusted EBITDAD .......oviioeeceeeeeeeeeeeeeee e $ 52,82 $ 45,90 $ 116,42 $ 93782

(1) Close rate percentage represents the percentagstoimer applications for credit that result iresadf used vehicles.

(2) Average effective yield represents the interestiimne earned at the contractual rate (stated APR)theswrite-off of accrued interest on chargedkadins and
amortization of loan origination costs (which ind&s the write-off of unamortized loan originatiasts on charged-off loans), plus interest earned on
investments held in trust and late fees earned.

(3) Delinquencies are presented on a Sunday-to-Surefiy, lwhich reflects delinquencies as of the né&wesday to period end. Sunday is used to elimiaaye
impact of the day of the week on delinquencieseshelinquencies tend to be higher mid-week.

(4) Unrestricted cash and availability consists of casth cash equivalents plus available borrowing®utite portfolio warehouse, residual, and inventory
facilities, based on assets pledged or availabbetpledged to the facilities.
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®)

(6)

0]
®)
©)

Net debt is calculated as total debt less resttictsh and investments held in trust securing uariebt facilities. Ratio of net debt to sharehofdequity is
calculated as net debt divided by total sharehtddeyuity.

Definedas the ratio of (i) the sum of (a) the net finareeeivables, (b) net inventory, and (c) the agateg@mount of cash and cash equivalents held as
collateral, to (ii) aggregate principal amountlud notes.

Represents ratio of adjusted EBITDA to total ins¢expense (secured and unsecured).
Weighted average effective borrowing rate incluttheseffect of amortization of discounts, debt ismeacosts, and unused line fees.

See definition of EBITDA and Adjusted EBITDA in Magement's Discussion and Analysis — Non-GAAP disitus
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Results of Operations

The following table sets forth our results of opienas for the periods indicated:

Three Months Ended Six Months Ended
June 30, June 30,
2010 2009 % Change 2010 2009 % Change
(% in thousands) (% in thousands)

Revenue:
Sales of Used VehiCles............cccoouve e seveene $178,30¢  $168,871 5.6% $412,92¢ $ 393,96¢ 4.8%
Interest INCOMEe.......cccooveiiiiieic e 67,444 64,14¢ 5.1% 129,86: 125,80z 3.2%

Total REVENUE .......ovveieiiiiicceeee e 245,747 233,02t 5.5% 542,78t 519,77C 4.4%
Costs and Expenses:
Cost of Used Vehicles Sold...............ccccmeeennnne. 114,18 94,31 21.1% 256,70¢ 219,57¢ 16.9%
Provision for Credit LOSSES .........ccccovvuemeeeeereennns 34,342 52,30: (34.3%) 81,489 122117 (33.3%)
Secured Debt Interest EXpense............ccceeeeeee. 26,85¢ 24,29t 10.5% 50,28¢ 47,18¢ 6.6%
Unsecured Debt Interest EXpense...........ccceeeeee. 1,641 4,17( (60.7%) 3,95 9,96: (60.3%)
Selling and Marketing ............cccocveevvimmmcmec s 8,29 7,571 9.4% 18,221 16,57: 10.0%
General and Administrative..............cceecceeeeeene 37,24 34,231 8.8% 71,86¢ 80,10¢ (10.3%)
Depreciation EXPENSE.........ocuveeeeeiet e e 3,416 3,11¢ 9.6% 6,85: 6,471 5.8%
Gain on Extinguishment of Debt, net................. — (24,805) (100.0%) — (31,559) (100.0%)

Total Costs and EXPEnsesS...............ommnreenne 225,975 195,19¢ 15.8% 489,380 47,437 4.0%
Income Before Income Taxes.........cccceeviceeacenee 19,772 37,82¢ (47.7%) 53,405 49,33 8.3%
Income Tax EXPense .........cooeeviiiiiiiiiimmmmmmme 450 29( 55.2% 80 66( 21.2%
NEt INCOME ...ttt s $ 19,322 $ 37,53¢ (48.5%) $ 52,605 $ 48,67: 8.1%

Sales of used vehicles

Revenue from sales of used vehicles increasedrlidn, or 5.6% for the three months ended June28a0
compared to the same period in 2009 and increaked $nillion or 4.8% for the six months ended JW&64,0
compared to the same period in 2010. The increasevenue was primarily due to a 2.9% and 3.1%e@&e in
sales volume, coupled with a 2.6% and 1.7% increeiee average sales price per vehicle sold feitlthee and six
months ended June 30, 2010 compared to the samepar 2009, respectively. The increase in satdsme is
attributable to an increase in close rates, despitecline in application volume. The increasaverage sales
price per vehicle sold is attributable to an inseeln the average cost of used vehicles sold asudt iof a higher
base acquisition cost of the vehicles acquiredietian.

Internet-related sales revenue (a component of sdilesed vehicles) increased $16.7 million, oR%d for the
three months ended June 30, 2010 compared to iite pariod in 2009 and Internet-related sales revémreased
$53.2 million, or 32.5% for the six months endedel30, 2010 compared to the same period in 20@%a percent
of total sales revenue, internet-related sales ciseuh 53.6% and 52.5% of our total sales revenuthdthree and
six months ended June 30, 2010 and 2009, resplctiigecompared to 46.7% and 41.6% for the samegar
2009. Our internet applications increased 19.7%nduhe three months ended June 30, 2010 and 2&utitg the
six months ended June 30, 2010 compared to the garizgls in 2009 as a result of our increased ntiagend
advertising efforts, which is directed at drivingma customers to our websites to complete an aifitto obtain
pre-approval for financing to purchase one of ahigles.

On a same store basis, same store unit sales sect€4% and 2.5% and same store vehicle revenreased
3.7% and 4.2% for the three and six months ended 30, 2010 as compared to the same periods in ZDi0Sse
increases were the result of close rates incre&Bf$ and 5.6% for the three and six months ended 30, 2010
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compared to the same periods in 2009, which offsitcrease in customer applications of 6.1% arfh 208 the
three and six months ended June 30, 2010 compartbd same periods in 2009.

Interest income

Interest income increased $3.3 million or 5.1%tFar three months ended June 30, 2010 and incr&dsed
million or 3.2% for the six months ended June W@ These increases are primarily due to aease in the
average effective yield on our receivables portfolvhile the average portfolio principal outstargdduring these
periods remained fairly consistent.

Cost of used vehicles sold

Total cost of used vehicles sold increased $19lgomj or 21.1% for the three months ended June28Q0
compared to the same period in 2009 and increa3ed $nillion or 16.9% for the six months ended J88e2010
compared to the same period in 2009. These inese@sre due to an increase in the number of vehsdil in
both periods and an increase the average coshafles sold. Our cost of vehicles sold per unitéased primarily
as a result of higher acquisition costs at auddioth increased costs associated with our warrarayresult of
increased coverage of our DriveCalienited warranty program. Wholesale auction pritesded to increase during
2010 as compared to the same periods in 2009. igitiqu costs are a function of the vehicle makedsi, and
year mix that we acquire, along with vehicle whalesauction price trends for the segment of vehitiat we
target for acquisition.

Gross margin

Gross margin decreased $10.4 million and $18.2anifor the three and six months ended June 300,201
compared to the same periods in 2009. Gross masginpercentage of sales revenue decreased £ 8%.the
three months ended June 30, 2010 from 44.2% fosahee period in 2009 and decreased to 37.8% faithe
months ended June 30, 2010 from 44.3% for the gamed in 2009. The decrease in gross margin ftn e
three and six months ended June 30, 2010 is phnatiibutable to an increase in our average aitjoin cost per
vehicle sold as a result of an increase in vehitlelesale auction prices during these periods,akas an increase
in our cost of vehicles sold related to the cosiwf36 month / 36,000 mile warranty, and only #ipa of these
costs were passed on to our customers througtcagaise in sales price.

Provision for credit losses

Provision for credit losses decreased $18.0 mikipB4.3% for the three months ended June 30, 2010
compared to the same period in 2009 and decre&e6 fillion or 33.3% for the six months ended J@&G10
compared to the same period in 2009. These degease primarily attributable to a decrease incharge-offs
due to tightening our loan underwriting standands$o@an originations beginning in the second quarfet008,
coupled with an increase in recoveries as a peafapincipal charged off and a decrease in thevadhce as a
percentage of outstanding principal due to the awed quality of our finance receivable portfolio.

Net charge-offs as a percent of average outstamutingipal decreased to 2.5% and 5.7% for the threkbsix
months ended June 30, 2010 compared to 3.9% af@f8r&he same periods in 2009. This improvemeiat i
result of the tightening of our loan underwrititgredards beginning in the second quarter of 2@%8a result,
gross principal charged-off decreased to 4.2%Herthree months ended June 30, 2010, from 5.6%héosame
period in 2009 and gross principal charged-off dased to 9.8% for the six months ended June 3@, 26
12.8% for the same period in 2009. In additioopkeries as a percentage of principal chargechofeased to
41.0% for the three months ended June 30, 2010 a@dpo 31.4% for the same period in 2009 and ey
increased to 41.3% for the six months ended Jupn2@IM compared to 31.4% for the same period 9 208e
improvement in recoveries is due primarily to highaction values, improved effectiveness of ounssgssion
efforts, and the increase in seasoning of our fmatfolio.

The allowance for credit losses increased $3.4anifrom December 31, 2009 to June 30, 2010, whisha
percentage of principal outstanding balance, repitesl a decrease from 16.6% at December 31, 2008966 at
June 30, 2010. The decrease in the allowance ascarg of outstanding principal balance is due ariinto the
improved performance and credit quality of our fmic due to the tightening of our loan underwrifistandards
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beginning in the second quarter of 2008. At June28Q0, approximately 79.8% of our portfolio refmets loans
that were originated post-credit tightening.

Secured debt interest expense

Total secured debt interest expense increasedndiftién or 10.5% for the three months ended June2820
compared to the same period in 2009. Total sealebtiinterest expense increased $3.1 million @6&or the six
months ended June 30, 2010 compared to the saioe pe2009. These increases were primarily tiselteof the
execution of 12.625% senior secured notes due B0lune 2010 as well as the execution of two nevehause
facilities in the second quarter of 2010. The \u&dg average effective rate on secured debt fothtiee and six
months ended June 30, 2010 was 10.3% and 10.1p&ateésely, compared to 10.9% and 10.6% for the same
periods in 2009, respectively.

Unsecured debt interest expense

Unsecured debt interest expense decreased $2iémaH 60.7% for the three months ended June 300 20
compared to the same period in 2009. Unsecuretintebest expense decreased $6.0 million or 6G@%he six
months ended June 20, 2010 compared to the samoel jre2009. These decreases were primarily daedioift in
amounts outstanding under secured versus unsedebtdacilities. In addition, $40.0 million of sofalinated debt
was exchanged for equity, as noted above. A pyimse of proceeds from the execution of our 1262gnior
secured notes due 2017 was to pay down or payxisfimg unsecured indebtedness. The weighted geera
effective rate on secured debt for the three axndheinths ended June 30, 2010 was 12.2% and 12e3¥¢ectively,
compared to 12.2% and 12.3% for the same period808, respectively.

Selling and marketing expense

Selling and marketing expenses increased $0.7omidr 9.4% and $1.6 million or 10.0% for the thaeel six
months ended June 30, 2010, respectively, comparde same periods in the prior year. These as@e were due
to an increase in our advertising expenses, priynagiated to our television and internet marketstigaitegy,
including an increased focus on advertising formew 36 month / 36,000 mile limited warranty, imgoction
with advertising associated with preparing to oparious stores in new geographic locations.

General and administrative expense

General and administrative expenses increased$i8ion or 8.8% and decreased $8.2 million or 10 .86
the three and six months ended June 30, 2010,atdsgg, compared to the same periods in the pré@ar. The
increase in the second quarter of 2010 compar2Q@# is related to an increase in the average nuaibe
dealerships in operation, professional servicescandulting fees attributable to our preparatiarfifong periodic
reports with the U.S. Securities and Exchange Casiom as a voluntary public registrant, the writiea®
accumulated costs associated with preparing fanitial public offering which we decided not to pue in the
second quarter 2010, an increase in telecom expénmsearious infrastructure projects, and leaseitgation fees
related to information technology equipment.

General and administrative expenses decreaseldaix months ended June 30, 2010 due to fewezssior
operation during 2010 as a result of the closune stores and two reconditioning facilities in finst quarter of
2009, as well as a decrease of $7.6 million inllegpenses relating to a legal settlement in tie ¢juarter of 2009,
whereas we did not incur such expense in 2010.eTHesreases were partially offset by store closowgs of $3.7
million and $0.4 million expensed in the three nienénded March 31, 2009 and 2010, respectively.

Gain on extinguishment of debt, net

During the three and six months ended June 30,,200%epurchased outstanding indebtedness in agigreg
principal amounts of $75.0 million and $103.2 moitlj respectively, resulting in net gains on thenextishment of
debt of $24.8 million and $31.6 million, respectiveBy comparison did not repurchase any debtrdytie three
and six months ended June 30, 2010.
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Net income

Net income for the three months ended June 30, @6&fkased to $19.3 million from $37.5 million fbe
three months ended June 30, 2009. Excluding gaextinguishment of debt of $24.8 million, net inw®would
have increased $6.6 million for the second qua&®d0 compared to the same period in 2009. Corinigptio the
$6.6 million increase were a lower provision foedit losses due to improved loan portfolio perfonoe partially
offset by a decrease in gross margin from thed&alised vehicles, and an increase in general amihétrative,
selling and marketing, and depreciation expenses.

Net income for the six months ended June 30, 26d@ased to $52.6 million from $48.7 million foethix
months ended June 30, 2010. Excluding gain omguishment of debt of $31.6 million, net income Vdolnave
increased $35.5 million for the six months endeakJ80, 2010. This increase is primarily attribleeto an
increase in interest income, a lower provisiond@dit losses (as described above), a decreastalririterest
expense, and a decrease in general and administeadpenses, partially offset by a decrease insgmargin from
the sale of used vehicles.

Originations

The following table sets forth information regamgliour originations for the periods indicated.

Three Months Ended Six Months Ended
June 30, June 30,
2010 2009 Change 2010 2009 Change
(% in thousands except per loan data)
Amount originated ...........cccooeveriieiiiercree e $175,47¢ $ 167,01« 51%  $402,140 $387,18¢ 3. %%
Number of loans originated..............cccvveeeeeiiiiiennn. 12,27¢ 11,93¢ 2.9% 28,57 27,72( 3.1%
Average amount financed per origination......oww.... ~$ 14,29: $ 13,99 $ 3a $ 14,075 $ 13,96¢ $ 107
Average APR originated ..........ccccoeiuviiiieeneee s 22.4% 20.7% 8.2% 22.4% 20.6% 8.7%
Average term (in months).........occoveieiiiiiiieneee s 54.k 51.. 34 53.% 51. 1.€
Average down payment per origination.........ow... ~$  1,20( $ 1,097 $ 10z $ 1,35C $  1,18¢ $ 164
Down payment as a percent of amount financed....... 8.4% 7.8% 7.7% 9.7% 8.5% 14.1%
Percentage of sales revenue financed ......ccceueee.... 98.4% 98.9% (0.5%) 97.4% 98.3% (0.9%)
Close rate percentage .........cccocueeeruveecmmeecreeeneeeenns 28.1% 26.4% 6.4% 29.9% 28.6% 4.5%

We originate loans when a customer finances thehase of one of our vehicles, and the balance eseth
loans, together with accrued interest and unaneattiaan origination costs, comprises our portfolidinance
receivables. Receivables are financed to genacatielity for our business. See “~Liquidity and CapResources.

The principal amount of loans we originated inceeb$8.5 million and $15.0 million for the three asix
months ended June 30, 2010, respectively, and igmated 2.9% and 3.1% more loans for the threesand
months ended June 30, 2010 compared to the samepar 2009. These increases were due to an iseiaeahe
number of used vehicles sold, and an increaseeiatkrage amount financed per loan originateddi®et result of
an increase in the average sales price per vedotde despite an increase in the average down patypee loan
originated. Average APR for loans originated irsed from 20.7% to 22.4% for the three months edded 30,
2009 to 2010 and increased from 20.6% to 22.4%hsix months ended June 30, 2009 to 2010 duleaiages in
our overall interest rate pricing strategy.
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Receivables portfolio

The following table shows the characteristics af fimance receivables portfolio for the periodsiaaded:

As of and for the As of and for the
Three Months Ended June 30, Six Months Ended June 30,
2010 2009 Change 2010 2009 Change
(% in thousands except per loan data)
Principal balance receivable, end of petiad.......... $1,392,15:. $1,377,04C $ 15,112 $1,392,15: $1,377,04¢ $ 15,112
Average principal balance............ccooviivceeciiiennn. $ 1,384,240 $1,380,381 $ 3,859 $1,358963 $1,367,777 $(8,814)
Number of loans outstanding, end of petiad......... 135,260 130,00° 5,26( 135,26' 130,000 5,26(
Average remaining principal per loan, end of period $  10,29:  $ 1059. $ (300) $ 1029: $ 10,59 $  (300)
Weighted Average APR of contracts outstanding. 21.0% 20.4% 2.% 21.0% 20.4% 2.M%
Average age per loan (in months)............ccceeueen..e 15. 14. 7.8% 15. 14 8.5%

Finance receivables principal balance increasedi®ilion from June 30, 2009 to June 30, 2010 ue
origination volume exceeding portfolio run-off (tégr principal payments, payoffs, and charge-offEhe average
age per loan (in months) increased 7.8% and 8.5%héothree and six months ended June 30, 201ecteely,
compared to the same periods in 2009, due to Igvass charge-offs and an increase in loan term.

Delinquencies

As a percentage of total outstanding loan prindijgd&nces, delinquencies over 30 days were 7.196 &9 at
June 30, 2010 and 2009, respectively. The increagelinquencies is the result of a more seasooeal portfolio
as well as a change in our collection strategyefoty delinquencies. In conjunction with our catimation of
collections, we are utilizing messaging and ditdehnologies for early delinquencies in order toiewe a more
cost effective collections process. As a resudtanticipate delinquencies to be relatively highan our historical
rates, but expect this increase to level off ongeefficiencies are achieved. We do not expestititrease in
delinquencies to have a significant impact on chanfis.

Seasonality

Historically, we have experienced higher revenuabé first quarter of the calendar year than al#st three
quarters of the calendar year. We believe thesdtsemre due to seasonal buying patterns resultinggrt, from the
receipt by many of our customers of income taxmdfuduring the first quarter of the year, whichamrimary
source of down payments on used vehicle purch@esportfolio of finance receivables also has histdly
followed a seasonal pattern, with delinquenciesdradge-offs being the highest in the second Hali®@year.

Liquidity and Capital Resources

We require capital for the purchase of inventooypttovide financing to our customers, for workirgpital and
for general corporate purposes, including the paselof property and equipment, and to open nevedddps and
reconditioning facilities.

We have historically funded our capital requirersgarimarily through operating cash flow, portfolio
warehouse facilities, securitizations, PALP finaugs, inventory and other revolving facilities, reatate mortgage
financing, and other notes payable (including jusiecured notes, senior unsecured notes, and soated notes).

Financing sources
We currently fund our capital requirements throtigh following debt instruments:

»  Portfolio term financings including asset backecusitizations, PALP financing arrangements, and a
residual term facility, all of which offer fixed tesecured financing for our receivables portfolio.

»  Portfolio warehouse facilities including three agrents with three different institutional lenders d
combined maximum capacity of $625.0 million at J88¢2010. Subsequent to June 30, 2010, we
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amended one facility and executed a fourth withtl@olender bringing our combined capacity down to
$575.0 million at July 31, 2010.

> $200.0 million - 12.625% senior secured notes due 15, 2017. The notes were issued in June 2010
with an original issuance price of 98.854%, readliin an effective yield of 12.875%.

»  Other secured notes payable including a revolvingtory facility with a maximum capacity of $50.0
million, a $13.0 million mortgage loan bearing irst at 5.87% secured by our operations call center
building in Mesa, Arizona, and other notes and tehjgases secured by property and equipmentrgtali
approximately $3.0 million.

»  $1.5 million senior unsecured notes payable, whieghdue October 2010.

For additional details regarding these debt insawis;, see Note 5 — Debt Obligations included in the
condensed consolidated financial statements indletkewhere in this report.

Our warehouse facilities include certain favorablens and conditions, including (i) the inabilititbe lender
to subjectively lower collateral values and effeely lower the advance rate; (ii) recourse thainisted to 10% of
the facility size; and (iii) limited foreclosureghts upon a default.

We actively manage utilization of our various fumgisources as we seek to minimize borrowing costaigh
drawing on our lower cost facilities and minimizingused line fees, while at the same time balantiagffective
advance rates and liquidity generated by eacheo€tédit facilities in order to meet our fundingeds. The
effective advance rates on our portfolio wareharsterm financings are based on the outstandingipal
balance of the loans we originate. However, ourahinvestment in the loans we originate is lowsan the original
principal balance of the loans.

Recent financing transactions

In July 2010, we entered into a fourth portfolioralmouse facility agreement with REE®curities)nc. with a
capacity of $50.0 million, which expires in Julyl20 This facility is secured primarily by finanexeivables and
carries an advance rate on the receivables pledgbeé facility of 50%. The amounts outstanding emithe facility
bear interest at lenders’ cost of funds thereupties 2.50%. The loan agreement provides an optigmcrease the
capacity to $100.0 million in January 2011.

In July 2010, we amended warehouse facility |, dasing the total capacity from $250.0 million t&8D
million, reducing the demand note from $25.0 miilio $15.0 million, and extending the maturity fr@acember
2010 to December 2011. As a result of this amendimerwrote-off $1.1 million of unamortized deferriiancing
costs in July 2010. This facility is secured byafice receivables and carries an advance rate sadbirables
pledged to the facility of 58%. The amounts outdbag under the facility bear interest based oneheers’ cost of
funds there-under plus 4.25% on or prior to DecarBfie 2010. Thereafter the amounts outstandingutiat
facility will bear interest based on the lendersstcof funds there-under plus 3.25%.

Liquidity

The following is a summary of total available lidity, consisting of unrestricted cash and curremilability
under the portfolio warehouse, residual, and inmgnfacilities for the periods indicated:

June 30, December 31, June 30,
2010 2009 2009
(% in thousands)
(Unaudited)
unrestricted Cash ........oovvvvveiiiiiiii e $ 2440  $ 2152 % 22,12
Portfolio warehouse facilities ...........coooceeemmeeiiiviiieeeeeninnne, 190,85 8,88 53,82
Inventory facility ... 10,00 10,00 5,49
Total IqUIdItY .......coeeee e $ 225,26 $ 40,40 $ 81,44
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Changes in liquidity

Changes in liquidity are affected by increasesdauateases to our operating cash flow, changesvimnae
rates on our portfolio warehouse facilities, capaef our portfolio warehouse and inventory fag#, portfolio
term financings, and changes in other notes payable following is a summary of changes in liquidibr each
period presented:

Six Months ended June 30, Years ended December 31,
2010 2009 2009 2008 2007
($ in thousands)
(Unaudited)
Liquidity - beginning of period ............c.cccceeevvvevnrennen. $ 40,40 $ 50,23 $ 50,23 $ 126,30 $ 121,66
Net increase (decrease) in cash and cash equivalent 2,88 (3,408) (4,007) (16,708) 75
Increase (decrease) in portfolio warehouse avditiabi 181,97 29,93 (15,008) (55,179) 64,47
Increase (decrease) in inventory facility availdpil..... — 4,68 9,19 (4,190) (60,588)
Liquidity - end of period ............cccovevvimmmmseeeieeieenn $ 22526 $ 81,44t $ 40,40 $ 50,23 $ 126,30

Our liquidity for the six months ended June 30,@0tkreased $184.9 million, from $40.4 million aed@mber
31, 2009 to $225.3 million at June 30, 2010. Thiseéase was primarily the result of the net prosdeaim the sale
of our 12.625% senior secured notes in June 20highwvere used primarily to pay-down amounts outditag
under our warehouse facilities.

Cash flows

Operating activities For the six months ended June 30, 2010, netmastided by operating activities was
$25.1 million, as compared to $73.6 million for gig months ended June 30, 2009. The decreasslinpzavided
by operating activities was primarily due to anre@ase in loan originations, a smaller reductiomuentory in 2010
compared to 2009, an increase in other assetslid @dmpared to a decrease in 2009, offset by dagrerease in
accounts payable, accrued expenses and otheitigbil

Investing activities For the six months ended June 30, 2010, netwsesth in investing activities increased to
$5.8 million from $4.7 million used in investingtadties for the six months ended June 30, 2008e ihcrease in
cash used in investing activities was primarily thu¢hree new store openings in 2010 and one stwter
development and an increase in the addition ofmétion technology infrastructure equipment to suppur
operations. We did not open any new stores duliagix months ended June 30, 2009.

Financing activities Net cash used in financing activities decredsekll6.5 million for the six months ended
June 30, 2010 from $72.3 million used in financagvities for the same period in 2009.The redurctiocash used
in financing activities is primarily related to arcrease in borrowings under our warehouse fagdljitivhich was a
result of executing two new warehouse facilitied eeducing one of our PALP financing agreements wite of
our lenders, resulting in the pay-down of PALP whilcreasing warehouse borrowings. In additiemjssued
$200.0 million of 12.625% senior secured notesuimeJ2010, which provided net proceeds to the Compén
$155.9 million, which was used to pay down amowntistanding under warehouse facilities and paygfértion
of junior secured notes and subordinated notesib@ya our sole shareholder.

In addition, we had a non-cash exchange of $10@libmof junior secured and subordinated notesequity,
thereby reducing total outstanding debt withouashcoutflow.

Impact of New Accounting Pronouncements

For a discussion of recent accounting pronouncesregaplicable to us, see “Recent Accounting
Pronouncements” in note 13 to the condensed calaetl financial statements included elsewhereigréport.
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Off-Balance Sheet Arrangements

We do not have any off-balance sheet arrangemieatdiive or are reasonably likely to have a matefiact
on our financial condition, changes in financiahdiion, revenues or expenses, results of opegtiajuidity,
capital expenditures, or capital resources.

Impact of Inflation

Inflation generally results in higher interest st our borrowings, which could decrease the tadoifity of
our existing portfolio to the extent we have valéatate debt and could decrease profitability of foture
originations if we are not able to pass the inaeasto our customers. We seek to limit the risknofeasing
borrowing costs:

» through our portfolio term financings, which allogves to fix a portion of our borrowing costs and
generally match the term of the underlying finareeeivables, and

* by increasing the interest rate charged for loaitgrated at our dealerships (if allowed under ayatile
law) while maintaining affordability of our custonseépayments.

We believe that inflation has not had a materigdast on our results of operations for the six memhded
June 30, 2010.

Non-GAAP Discussion

EBITDA and Adjusted EBITDA, which we refer to agethon-GAAP financial measures, are supplemental
measures of our performance that are not requiyedripresented in accordance with, generally aecep
accounting principles in the United States (“GAAPThe non-GAAP financial measures are not measafrear
financial performance under GAAP and should notdesidered as an alternative to GAAP net inconmesjlor
any other performance measures derived in accoedaith GAAP. See the footnotes to the tables inigary
Historical Consolidated Financial and Other Data”definitions of the other non-GAAP financial meess.

We present non-GAAP financial measures becauseon&der them to be important supplemental meagires
our operating performance. All of the adjustmengglmin our calculation of the non-GAAP financialaseres are
adjustments to items that management does notdmisi be reflective of our core operating perfanoe
Management considers our core operating performenioe that which can be affected by our manageasy
particular period through their management of #mources that affect our underlying revenue anfitgenerating
operations during that period.

However, because these non-GAAP financial measueenot recognized measurements under GAAP, when
analyzing our operating performance investors ghasé these non-GAAP financial measures in additpand
not as an alternative for, net income, operatingine, or any other performance measure presenttordance
with GAAP, or as an alternative to cash flow fropecating activities or as a measure of our ligyid&ecause not
all companies use identical calculations, our preg®n of these non-GAAP financial measures maybeo
comparable to similarly titled measures of othanpanies.

Because of these limitations, EBITDA and Adjust&®IEDA and other non-GAAP financial measures should
not be considered as discretionary cash availahls to reinvest in the growth of our business. ¥bould
compensate for these limitations by relying prifyaoh our GAAP results and using these non-GAARficial
measures supplementally.

EBITDA represents net income (loss) before incoaxeetxpense, total interest expense (secured aedwnesl)
and depreciation expense. Adjusted EBITDA represEBITDA plus store closing costs, a legal settletyeron-
cash compensation expense, less the gain on eigimgent of debt, net.

In evaluating EBITDA and Adjusted EBITDA, you shdlle aware that in the future we may incur expenses
similar to the adjustments described above. Owautation of EBITDA and Adjusted EBITDA should ot
construed as an inference that our future resultberunaffected by expenses that are unusuakraaotine, or non-
recurring. EBITDA and Adjusted EBITDA have limitatis as an analytical tool, and you should not cl@mst in
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isolation, or as a substitute for analysis of @autts as reported under GAAP. Some of these liimita are that it
does reflect:

» cash expenditures for capital expenditures or estual commitments;
» changes in, or cash requirements for, our workaqgtal requirements;

* interest expense, or the cash requirements negdassservice interest or principal payments on our
indebtedness;

» the cost or cash required to replace assets thdieing depreciated or amortized; and

« the impact on our reported results of earningsharges resulting from items accounted for in theABA
measure from which EBITDA and Adjusted EBITDA igigded.

The following table presents data relating to EBA'&nd Adjusted EBITDA, which are non-GAAP measures,
for the periods indicated:

Three Months Ended Six Months Ended
June 30, June 30,
2010 2009 2010 2009
(% in thousands)
(Unaudited)

NEt INCOME: ....viiiiiiiieecie et e $ 19,322 $ 37,53 $ 52605 $ 48,67
Plus EBITDA adjustments:

Income tax expense (benefit)...........cccvmeeen. 50 29( 80 66(

Total interest exXpense ..........ccc.vvvveeveceeece. 28,49! 28,46! 54,23¢ 57,14¢

Depreciation exXpense...........ccccvvvvvvveemmneee. 3,416 3,11¢ 6,85:. 6,47
EBITDA ..o 51,686 69,407 114,497 112,958

Store closing COSt8 .......cccvvviviiiiiiiiiieeeee, 57. 73 79i 3,65¢

Legal settlemen? ..........cccceeeiiiiiiein, — — — 7,60(

Non-cash Compensation expefise........... 56: 56: 1,12 1,12

Less: gain on extinguishment of debt, fiet — (24,805) — (31,559)
Adjusted EBITDA .......oooviiiieee e $ 52,821 $ 45,90 $ 116,420 $ 93,78

(1) Store closing costs represent costs to clasestn 2008 and 2009 related to downsizing (andaianclude stores closed in the normal
course of business).
(2) Legal settlement represents cash paid in d $eglement in 2009.

(3) Non-cash compensation expense related to @emgnt directly between Mr. Garcia and Mr. Fidel (petween the Company and
Mr. Fidel), which expires in June 2010.

(4) Gain on extinguishment of debt, is a resultepfurchasing outstanding indebtedness during 208%iscount to par.
Item 3. Quantitative and Qualitative Disclosures Albut Market Risk

Our financial instruments are exposed to marké&tfrism changes in interest rates. We do not usanfiral
instruments for trading purposes. We use fixed sataurities to manage risk. Our earnings are sutisly affected
by our net interest income, which is the differebetween the income earned on interest-bearingsassd the
interest paid on interest-bearing notes payabtaebses in market interest rates could have ansaleffect on
profitability.

Our financial instruments consist primarily of fikeate finance receivables and fixed and variadie notes
payable. Our finance receivables are classifieglbprime loans and generally bear interest ranfgorg 3.6% to
29.9% or the maximum interest rate allowed in st#tat impose interest rate limits. At June 30,®Qke
remaining scheduled maturities on our finance k@d#és ranged from one to 65 months, with a weifjhteerage
remaining maturity of 40.2 months. The interesésate charge our customers on finance receivabhes ot
changed significantly as a result of fluctuatiomsnarket interest rates. We may increase the siteates we charge
in the future if market interest rates rise. THemfability of our customer’s payment is an impottaomponent of
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the structure of our transactions. Because of th#feedability concerns for our customers and iestrrate limits
imposed by some states, we may not pass on ttre @otition of future rate increases to our custemer

Approximately $738.3 million of our total debt of ® billion at June 30, 2010, is fixed-rate colfatzed
asset-backed securities issued under our sectigtizarogram, PALP financings, portfolio residuimancings,
senior secured notes payable, senior unsecured payable, and other notes with a fixed interdst Qur
securitization program has historically allowedasnitigate our interest rate risk by periodicalyplacing variable
rate borrowings under our portfolio warehouse facikith fixed rate borrowings during the year.

The table below illustrates the impact that hyptitia changes in interest rates could have onmerést
expense for the six months ended June 30, 201¢hangkar ended December 31, 2009. We compute thacinon
interest expense for the period by first computhmgbaseline interest expense on our debt withdsteate risk,
which includes the variable rate revolving creiies and the variable rate notes payable. We teermine
interest expense based on each of the interesthiateges listed below and compare the resultstbaiseline
interest expense. The table does not give effeatitdixed rate receivables and borrowings.

Increase/(Decrease) in Interest Expense

Six Months Ended Year Ended
Change in Rates June, 2010 December 31, 2009
($ in thousands)
+200 basis points..................... $. 1,963 $ 6,498
+100 basis points..................... $. 982 % 3,249
-100 basis points..............c....... $. (982)% (3,249)
-200 basis points...................... $. (1,963) $ (6,498)

In computing the effect of hypothetical changesiterest expense, we have assumed that:

* interest rates used for the baseline and hypodietet interest expense amounts are on a montkig bad
in effect for the entire month;

» interest for the period is calculated on monthlgrage debt balances during the applicable peravus;
» there is no change in average balance outstandiagesult of the interest rate changes.

Our sensitivity to interest rate changes couldigrificantly different if actual experience diffefimm the
assumptions used to compute the estimates.

Item 4. Controls and Procedures

Evaluation of Disclosure Controls and Procedures

Under the supervision and with the participatiomof management, including the Chief Executive ¢@ffiand
Chief Financial Officer, we evaluated the effectigss of the design and operation of our disclosangrols and
procedures (as defined in Rules 13a-15(e) and 5%el Linder the Exchange Act) as of June 30, 201 @esigning
and evaluating the disclosure controls and proagjwur management recognizes that any controlpramedures,
no matter how well designed and operated, can geoonly reasonable assurance of achieving theedesantrol
objectives, and no evaluation of controls and pdaces can provide absolute assurance that alladssues and
instances of fraud, if any, have been detected.n@mragement is required to apply its judgment adwating the
cost-benefit relationship of possible controls anocedures. Based upon that evaluation, our Chiet&ive
Officer and Chief Financial Officer concluded tloatr disclosure controls and procedures are effe@ssof June
30, 2010, the end of the period covered by thistqus report on Form 10-Q, to ensure that the rimi@tion
required to be disclosed by us in the reportswieatile or submit, as if we were required to filesubmit such
reports under the Exchange Act is recorded, precessaimmarized and reported within the time pergpecified
in the SEC's rules and forms, and that such infoionds accumulated and communicated to our managem
including our Chief Executive Officer and Chief Bircial Officer, as appropriate to allow timely dgans
regarding required disclosure¥/e will continue to review and document our disalescontrols and procedures on
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an ongoing basis, and may from time to time makagbs aimed at enhancing their effectiveness aaddsore that
our systems evolve with our business.

Changes in Internal Control over Financial Reportirg

There has been no change in our internal contret fimancial reporting (as defined in Rules 13aflaxd
15d-15(f) of the Exchange Act) during the quartederl June 30, 2010, that has materially affected, i@asonably
likely to materially affect, our internal controber financial reporting.

PART Il. OTHER INFORMATION
Item 1. Legal Proceedings

We are involved in various claims and actions agsh the ordinary course of business. In the opirof
management, based on consultation with legal cduthseultimate disposition of these matters wilt have a
material adverse effect on us. We believe apprtgpsdacruals have been made for the dispositiohesfet matters.
In accordance with Statement of Financial Accountandards No. B\ccounting for Contingenciesje
established an accrual for a liability when it @tbprobable that the liability has been incurrad the amount of
the loss can be reasonably estimated. These asegateviewed monthly and adjusted to reflectripact of
negotiations, settlements and payments, rulingscadf legal counsel, and other information andres pertaining
to a particular case. Legal expenses related &ndef negotiations, settlements, rulings, and adioutside legal
counsel are expensed as incurred.

In August 2008, we received a Civil InvestigativerBand from the Office of Attorney General, Consumer
Protection Division, asking for the production ef@in materials. The demand indicates it is thgesu of an
investigation of possible violations of the DeceptiTrade Practices Act, Sections 17.46(a) andn(l)e marketing,
advertising, financing, and selling of used care pvovided the Texas Office of Attorney Generahvaitl
requested information in August 2008. At that tinve, met with the state’s Attorney General's Offiogrovide
them with an overview of us and discuss the regaestaterials. At the meeting, we agreed on somemaimanges
in the requested materials. In addition, the AgrGeneral’s Office indicated that they would rewvithe materials
we provided to them and if there were any conctrag would contact us to meet, discuss and resbl/eoncerns.
We will continue to fully cooperate with the staéittorney General’s Office in responding to thendad and any
follow up discussions with them. The Texas Attor@gneral has requested additional information and
documentation from time to time, most recently @bfuary 2010 when it requested clarifying informatiimited to
vehicle inspections, after sale repairs, warrdogmn servicing, and consumer concerns. We bellevedquest is
routine in nature and we have responded accordiligéy/believe we are in compliance with all applieadtate laws
and regulations and we intend to continue to caatperith state officials. We believe we do not hang
qualitative or quantitative loss contingenciesteslao this matter.

We are currently appealing to the Nevada Supremgt@n adverse administrative ruling on the efficat
certain sales tax refunds we have requested fa2@B2 and 2003 tax years. While only applicabl2G62 and
2003, an adverse ruling could affect subsequengg¢axs as well. In several of our states, we &iteaind receive
sales tax refunds for sales taxes paid on retstihiment sales of the amount related to that poif the sales price
ultimately not collected from our customers. Ptthis adverse ruling, the Department of Taxatibthe State of
Nevada had, in an audit of tax years 1998-200@waitl such refunds. The Department is now takingtsition
that because the contracts are assigned to oteddlaance company (which they were in certaiowf prior
periods as well) we are not entitled to the reful@. are vigorously pursuing our rights to the refsiand believe
we have a positive position and will prevail ingtiproceeding. Total sales tax refunds from 200@uitpn June 30,
2010 were $4.9 million. We have not accrued anyant®owith respect to this matter.

On June 9, 2009, a former customer filed a compiaihos Angeles County Superior Court, alleging fost
repossession notice sent to the former customemadsrially defective and incomplete. The plaintifbught the
case as a purported class action in a representapacity under California’s Unfair Competitiorvl.al' he parties
entered into negotiations and reached a settlemanth the court preliminarily approved on April,22010. The
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court subsequently granted final approval and we lpeid the settlement in the second quarter 0020he
amount was previously accrued at December 31, 26@9vas sufficient to cover the settlement.

Additionally, in the ordinary course of busines® are a defendant in various other types of legaigqedings.
Although we cannot determine at this time the anaofithe ultimate exposure from these lawsuitany, based on
the advice of counsel management does not expedindd outcome to have a material adverse effeai®
Item 1A. Risk Factors

In connection with information set forth in thisagterly reporton Form 10-Q, the factors discussatku “Risk
Factors” in our Offering Memorandum for our $20tlion 12.625% senior secured notes due 2017 deltzy
27, 2010, should be considered. These risks aoalérially and adversely affect our business, fongrcondition,
and results of operations. There have been nori@latbanges to the factors discussed in our Offeri
Memorandum.

Item 2. Unregistered Sales of Equity Securities andse of Proceeds

Recent sales of unregistered securities
None
Purchases of equity securities by the issuer anfiliated purchasers

None

Item 3. Defaults Upon Senior Securities
None

Item 4. Other Information
None

Item 5. Exhibits

Not Applicable
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SIGNATURES

Pursuant to the requirements of the Securities &xgé Act of 1934, the Registrant has duly causedéeport
to be signed on its behalf by the undersignedetihmo duly authorized.

DRIVETIME AUTOMOTIVE GROUP, INC.

Date: August 16, 2010 By: /sl Mark G. Sauder

Name: Mark G. Sauder
Title: Chief Financial Officer & Executive VP

DT ACCEPTANCE CORPORATION

Date: August 16, 2010 By: /sl Mark G. Sauder

Name: Mark G. Sauder
Title: Chief Financial Officer & Executive VP
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