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PART I. FINANCIAL INFORMATION 

Item 1. Financial Statements  

DRIVETIME AUTOMOTIVE GROUP, INC. AND SUBSIDIARIES  
Condensed Consolidated Balance Sheets  

(Unaudited)  
  

See accompanying notes to Condensed Consolidated Financial Statements.  
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March 31, 

2012   
December 31,

2011  
   (In thousands)  

ASSETS    

Cash and Cash Equivalents   $ 22,766   $ 25,930  
Restricted Cash and Investments Held in Trust    110,000    99,716  
Finance Receivables    1,595,658    1,495,340  
Allowance for Credit Losses    (237,027)   (221,533) 

             

Finance Receivables, net    1,358,631    1,273,807  
Dealer Finance Receivables    5,473    24  
Inventory    131,499    212,247  
Property and Equipment, net    90,972    90,669  
Other Assets    57,041    64,436  

      
 

   
 

Total Assets   $1,776,382   $1,766,829  
      

 

   

 

LIABILITIES & SHAREHOLDERS’ EQUITY    

Liabilities:    

Accounts Payable   $ 14,532   $ 9,759  
Accrued Expenses and Other Liabilities    92,746    77,043  
Accrued Expenses—Related Party    893    798  
Portfolio Term Financings    670,284    782,634  
Portfolio Warehouse Facilities    229,192    141,392  
Senior Secured Notes Payable    198,121    198,058  
Other Secured Notes Payable    84,765    99,296  

             

Total Liabilities    1,290,533    1,308,980  
             

Shareholders’ Equity—DTAG:    

Common Stock    —      —   
Paid-in Capital    146,570    146,336  
Retained Earnings    4,918    2,528  

             

Total Shareholders’ Equity—DTAG    151,488    148,864  
Noncontrolling Interest-DTAC    334,361    308,985  

      
 

     

Total Equity    485,849    457,849  
      

 
   

 

Total Liabilities & Shareholders’ Equity   $1,776,382   $1,766,829  
      

 

   

 



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

(Unaudited)  
  

See accompanying notes to Condensed Consolidated Financial Statements.  
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Three Months Ended

March 31,  
   2012   2011  
   (In thousands)  

Revenue:    

Sales of Used Vehicles   $297,135   $265,082  
Interest Income    70,528   67,774  
Dealer Finance and Other Income    175   —   

      
 

     

Total Revenue    367,838   332,856  
      

 
 

 

Costs and Expenses:    

Cost of Used Vehicles Sold    197,161   165,127  
Provision for Credit Losses    60,342   53,332  
Portfolio Debt Interest Expense    10,354   12,156  
Non- Portfolio Debt Interest Expense    1,043   612  
Senior Secured Debt Interest Expense    6,606   5,169  
Senior Secured Debt Interest Expense—Related party    —     1,546  
Selling and Marketing    9,470   7,108  
General and Administrative    41,866   40,036  
General and Administrative—Related party    2,858   3,397  
Depreciation Expense    4,951   3,358  

      
 

 
 

Total Costs and Expenses    334,651   291,841  
             

Income Before Income Taxes    33,187   41,015  
Income Tax Expense    392   512  

             

Net Income    32,795   40,503  
      

 
     

 

Net Loss Attributable to Noncontrolling Interest—DTAC    (44,902)  (36,279) 
Net Income Attributable to DTAG    77,697   76,782  

             

Net Income   $ 32,795   $ 40,503  
      

 

     



DRIVETIME AUTOMOTIVE GROUP, INC. AND SUBSIDIARIES  
Condensed Consolidated Statements of Cash Flows  

(Unaudited)  
  

See accompanying notes to Condensed Consolidated Financial Statements.  
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Three Months Ended

March 31,  
   2012   2011  
   (In thousands)  

Cash Flows from Operating Activities:    

Net Income   $ 32,795   $ 40,503  
Adjustments to Reconcile Net Income to Net Cash Provided by Operating Activities:    

Provision for Credit Losses    60,342   53,332  
Depreciation Expense    4,951   3,358  
Amortization of Debt Issuance Costs and Debt Premium and Discount    1,913   3,902  
Non-Cash Compensation Expense—Related Party    465   930  
(Gain) from Disposal of Property and Equipment    (60)  (34) 
Originations of Finance Receivables    (292,970)  (258,645) 
Collections and Recoveries on Finance Receivable Principal Balances    148,309   138,979  
Change in Accrued Interest Receivable and Loan Origination Costs    (506)  (548) 
Decrease in Inventory    80,748   29,628  
Decrease in Other Assets    6,042   5,048  
Increase in Accounts Payable, Accrued Expenses and Other Liabilities    20,476   26,103  
Increase in Accrued Expenses-Related Party    95   1,212  

             

Net Cash Provided By Operating Activities    62,600   43,768  
      

 
     

Cash Flows from Investing Activities:    

Origination of Dealer Finance Receivables    (5,627)  —   
Collections and Recoveries of Dealer Finance Receivables    178   —   
Proceeds from Disposal of Property and Equipment    456   149  
Purchase of Property and Equipment    (5,650)  (8,923) 

             

Net Cash Used in Investing Activities    (10,643)  (8,774) 
      

 
     

Cash Flows from Financing Activities:    

(Increase) Decrease in Restricted Cash    (8,499)  7,165  
Deposits into Investments Held in Trust    —     (4,200) 
Collections, Buybacks and Change in Investments Held in Trust    (1,785)  (13,127) 
Additions to Portfolio Term Financings    —     214,181  
Repayment of Portfolio Term Financings    (112,289)  (61,315) 
Additions to Portfolio Warehouse Facilities    195,800   170,300  
Repayment of Portfolio Warehouse Facilities    (108,000)  (346,500) 
Repayment of Other Secured Notes Payable    (14,531)  (136) 
Payment of Debt Issuance Costs    (557)  (1,864) 
Dividend Distributions    (5,260)  —   

      
 

     

Net Cash Used in Financing Activities    (55,121)  (35,496) 
      

 
 

 

Net Increase in Cash and Cash Equivalents    (3,164)  (502) 
Cash and Cash Equivalents at Beginning of Period    25,930   23,677  

      
 

 
 

Cash and Cash Equivalents at End of Period   $ 22,766   $ 23,175  
      

 

 

 

Supplemental Statement of Cash Flows Information:    

Interest Paid   $ 11,311   $ 13,194  
      

 

 

 

Income Taxes Paid   $ 463   $ 413  
      

 

 

 

Supplemental Statement of Non-Cash Investing and Financing Activities:    

Disposal of Fully Depreciated Property & Equipment   $ 551   $ 266  
      

 

     

 



DRIVETIME AUTOMOTIVE GROUP, INC. AND SUBSIDIARIES  
Notes to Condensed Consolidated Unaudited Financial Statements  

  

Description of Business  
DriveTime Automotive Group, Inc., (“DTAG”) (referred to herein as “we,” “our,” “the Company,” and “us”), through its 

subsidiaries, owns and operates used automobile dealerships in the United States focusing on the sale and financing of used vehicles 
to the subprime market. The subprime market is comprised of customers with modest incomes who have experienced credit 
difficulties or have very limited credit histories and our customers typically do not have access to obtain their own source of financing 
from third-party finance companies. Therefore, we provide financing for substantially all of the vehicles we sell. We do not utilize 
third party finance companies or banks to finance vehicles for our customers. Since many of our customers may be unable to obtain 
financing to purchase a vehicle from another company, financing is an essential component of the services that we provide to our 
customers. We historically have not sold our loans to third parties. We fund this portfolio primarily through portfolio warehouse 
facilities, securitizations, and other portfolio term financings.  

In December 2011, as a supplement to our core operations, we launched a new indirect lending line of business, GO Financial 
(“GO”). GO is a wholly-owned subsidiary of DT Acceptance Corporation. GO provides auto financing to third-party automobile 
dealerships collateralized by pools of subprime auto loans. GO focuses primarily on markets where we do not have existing 
DriveTime dealerships.  

Ownership  
As of March 31, 2012, and December 31, 2011, the shareholders of DTAG and DTAC were Ernest C. Garcia II (Chairman) and 

the Garcia Family Trusts (collectively, herein also referred to as “Principal Shareholder” or “Mr. Garcia”) owning 98.3% of each of 
DTAG and DTAC and Raymond C. Fidel (President and CEO) owning 1.7% of each of DTAG and DTAC. DTAG and DTAC are 
sister companies, generally with DTAG owning our sales operations and DTAC owning our financing operations.  

Basis of Presentation  
We have determined that DTAC is a variable interest entity (“VIE”) and that DTAG is the primary beneficiary of DTAC, 

therefore, the accounts of DTAG and DTAC are consolidated and intercompany transactions between DTAG and DTAC are 
eliminated in consolidation.  
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(1) Description of Business, Ownership Formation, Basis of Presentation, and Principles of Consolidation 



Total assets of DTAC consolidated into DTAG (prior to intercompany eliminations) at March 31, 2012 and December 31, 2011 
were approximately $2.5 billion and $2.2 billion, respectively, which are comprised primarily of net finance receivables, cash and cash 
equivalents, restricted cash, investments held in trust, and deferred financing costs. Total liabilities of DTAC consolidated into DTAG 
(prior to intercompany eliminations) at March 31, 2012 and December 31, 2011 were approximately $2.2 billion and $1.9 billion, 
respectively, which are comprised primarily of portfolio warehouse, portfolio term, and senior secured debt. Total revenue of DTAC 
consolidated into DTAG (prior to intercompany eliminations) for the three months ended March 31, 2012, and 2011 was approximately 
$71.3 million and $67.8 million, respectively, which are comprised of interest and dealer finance income. DTAC expenses consolidated 
into DTAG (prior to intercompany eliminations) were approximately $116.0 million and $104.0 million for the three months ended 
March 31, 2012 and 2011, respectively, which are comprised of provision for credit losses, interest expense and general and 
administrative expenses. These amounts do not include intercompany revenues and costs between DTAG and DTAC which are 
eliminated in consolidation.  

These consolidated financial statements have been prepared in conformity with U.S. generally accepted accounting principles for 
interim financial information. Accordingly, they do not include all of the information and footnotes required by U.S. generally accepted 
accounting principles for complete financial statements. In the opinion of management, such interim consolidated financial statements 
reflect all normal recurring adjustments considered necessary to present fairly the financial position, results of operations, and cash flows 
for the interim periods presented. The results of operations for the interim periods are not necessarily indicative of the results to be 
expected for the full fiscal year. These consolidated financial statements should be read in conjunction with the audited consolidated 
financial statements and footnotes as of and for the year-ended December 31, 2011, included in our Annual Report on Form 10-K, filed 
with the Securities and Exchange Commission (“SEC”) on March 30, 2012.  

Use of Estimates  
The preparation of the consolidated financial statements in conformity with U.S. generally accepted accounting principles requires 

management to make estimates and assumptions that affect the reported amount of assets and liabilities. Certain accounting estimates 
involve significant judgments, assumptions, and estimates by management that have a material impact on the carrying value of certain 
assets and liabilities, disclosures of contingent assets and liabilities, and the reported amounts of income and expenses during the 
reporting period which management considers to be critical accounting estimates. The judgments, assumptions, and estimates used by 
management are based on historical experience, managements’ experience, and other factors, which are believed to be reasonable under 
the circumstances. Because of the nature of the judgments and assumptions made by management, actual results could differ materially 
from these judgments and estimates, which could have a material impact on the carrying values of our assets and liabilities and our results 
of operations.  

Significant items subject to estimates and assumptions include the allowance for credit losses, inventory valuation, fair value 
measurements, certain legal reserves, our reserve for sales returns and allowances, our recovery receivables, and our warranty accrual. 
Actual results could differ from these estimates.  
  

We maintain various cash accounts, which are pledged as collateral under our debt agreements. We are permitted to invest 
funds in these accounts in short-term liquid investments. The following is a summary of restricted cash and investments held in 
trust:  

  

Restricted Cash  
Restricted cash consists of cash collections related to loans held in securitization trusts, pledged to our portfolio warehouse facilities, 

and included in PALP transactions, which have been collected from customers, but have not yet been submitted either to the lenders or the 
securitization trustee, as appropriate.  

Investments Held in Trust  
We maintain cash reserve accounts on behalf of Asset-Backed Security investors in our securitizations and certain PALP 

transactions as a form of credit enhancement. At the time loans are transferred to a trust, a portion of the proceeds from sales of notes are 
deposited into a reserve account that is pledged to the trusts. We may be required to make additional deposits to reserve accounts from 
collections on the loans to fund the reserve account to the required target percentage. Balances in the reserve accounts totaled $19.8 
million and $20.0 million at March 31, 2012 and December 31, 2011, respectively. Investments held in trust also include collections 
related to loans held in securitization trusts and loans included in PALP financing transactions, which have been collected from 
customers, and submitted to the trustee, but have not yet been paid to the lenders, as appropriate.  
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(2) Restricted Cash and Investments Held in Trust 

   
March 31,

2012   
December 31,

2011  
  (In thousands)  
Restricted cash  $ 46,416    $ 37,917  
Investments Held in Trust  63,584     61,799  

            
 

 $110,000    $ 99,716  
      

 
      

 



The following is a summary of finance receivables:  
  

In accordance with the requirements of ASU 2010-20: “Disclosures about the Credit Quality of Financing Receivables and the 
Allowance for Credit Losses”, our disclosures include an aging analysis of past due financing receivables and credit quality. Our 
finance receivables are defined as one segment and class of loan, which is the sub-prime consumer auto loan. Therefore, the 
disaggregation of information into portfolio segment and classes for assets with different risk characteristics is limited, and the level 
of risks inherent in our financing receivables are managed as one homogeneous pool and further segmented with our proprietary 
credit scoring system as described below —Credit Quality Indicators. We have chosen our internal customer credit scoring model 
since it has a direct and prominent impact in managing our portfolio receivables and monitoring its performance.  

Finance receivables pledged as collateral associated with liabilities in our warehouse facilities, asset backed securitizations, and 
PALP financings, are provided in Note 5—Debt Obligations. We do not place loans on nonaccrual status, nor do we classify loans as 
impaired, since accounts are charged-off when the loan becomes 91-121 days contractually past due under our charge-off policy. We 
do not have loans that meet the definition of troubled debt restructurings. During the three months ended March 31, 2012 and the year 
ended December 31, 2011, we did not purchase or sell finance receivables.  

Credit quality information for our finance receivables portfolio is provided as of the dates indicated below:  

Age Analysis of Past Due Finance Receivables  
  

An account is considered delinquent if a substantial portion of a scheduled payment has not been received by the date such 
payment was contractually due. Delinquencies may vary from period to period based upon the average age or seasoning of the 
portfolio, seasonality within the calendar year and economic factors. Delinquencies are presented on a Sunday-to-Sunday basis, which 
reflects delinquencies as of the nearest Sunday to period end. Sunday is used to eliminate any impact of the day of the week on 
delinquencies since delinquencies tend to be higher mid-week.  
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(3) Finance Receivables 

    
March 31,

2012    
December 31, 

2011  
   (In thousands)  

Principal Balances   $1,566,492    $1,466,680  
Accrued Interest   12,338    12,971  
Loan Origination Costs   16,828    15,689  

            
 

Finance Receivables   $1,595,658    $1,495,340  
            

 

   March 31, 2012  December 31, 2011    March 31, 2011

    
Percent of
Portfolio   

Loan
Principal    

Percent of
Portfolio   

Loan 
Principal    

Percent of
Portfolio   

Loan
Principal  

   ($ In thousands)  

Days Delinquent:          

Current    65.8% $1,030,752   66.8% $ 979,155     62.2%  $ 906,746  
01-30 Days    27.4%  429,219    22.0%  322,670     32.4%   473,275  
31-60 Days    4.3%  67,359    7.1%  104,574     3.8%   54,968  
61-90 Days    2.2%  34,463    3.8%  55,881     1.6%   23,037  
91-120 Days    0.3%  4,699    0.3%  4,400     0.0%   —   

      
  

 
  

      
 

   
 

Total Past Due    34.2%  $ 535,740    33.2%  $ 487,525     37.8%  $ 551,280  
      

  
 

  
      

 
   

 

Total Finance Receivables    100.0% $1,566,492   100.0% $1,466,680     100.0%  $1,458,026  
      

  

 

  

      

 

   

 



Credit Quality Indicators  
Our proprietary credit grading system segments our customers into eight distinct credit grades. These credit grades range from 

A+ to D-, with A+ being the lowest risk credit grade and a D- being the highest risk credit grade. Generally, the lower the risk grade, 
the lower the unit loss rate. A summary of our portfolio by our internally assigned credit risk ratings at March 31, 2012, and 
December 31, 2011, is as follows:  

At March 31, 2012  
  

At December 31, 2011  
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Grade  
Average 

FICO Score 
Percentage of

Portfolio Loans Total Loans
Percentage of 

Portfolio Principal  
Total Portfolio

Principal
     (In thousands)

A+  557   10.2%  14,563  10.4%  $162,983
A  538    18.0%   25,665   18.5%  289,077
B  516    36.9%   52,591   38.0%  594,991
C  501    28.8%   41,101   28.1%  439,419
C-  487      4.4%     6,310     3.7%  58,238
D+/D/D-  475      1.7%     2,397     1.3%  21,784

  100.0%  142,627  100.0%  $1,566,492

Grade  
Average 

FICO Score 
Percentage of

Portfolio Contracts Total Contracts
Percentage of 

Portfolio Principal  
Total Portfolio

Principal
  (In thousands)

A+  557    10.4%   14,270   10.7%  $156,935
A  538    18.2%   24,954   18.7%  274,269
B  516    36.8%   50,582   38.3%  561,738
C  500    28.2%   38,756   27.1%  397,470
C-  486      4.7%     6,400     3.8%  55,734
D+/D/D-  475      1.7%     2,331     1.4%  20,534

 100.0% 137,293 100.0%  $1,466,680

(1) Average FICO score is provided as an external metric of credit quality. FICO score is not utilized to determine internal credit 
grade. 

(1)

(1)



Concentration of Credit Risk  
As of March 31, 2012, and December 31, 2011, our portfolio concentration by state was as follows:  

  

Allowance for Credit Losses  
The following table sets forth the rollforward of the allowance for credit losses for the periods indicated:  

  

  

Dealer Finance Receivables consist of the aggregate carrying value of amounts advanced to dealers (Dealer Advance) 
participating in our indirect lending program through our subsidiary, GO Financial. Each individual dealership builds discrete pools 
of 80 loans and Dealer Advances are repaid by the dealerships, on a pool level, based on cash flows collected by GO from the pool of 
underlying customer loans. Each dealer pool is treated as a discrete unit of account, both during the open phase (prior to achieving 80 
loans) and during the closed phase (at 80 loans) for purposes of recognizing revenue and evaluating impairment.  

We recognize revenue for these receivables under the effective interest method, by applying a loss adjusted forecast of cash 
flows for each dealer pool. Open pools establish an effective yield at either their first fiscal quarter, or upon maturation of the pool. 
The effective yield established is held constant for an open pool until pool closure. For each subsequent period after pool closure, 
expected cash flows are re-estimated. Deterioration in expected cash flows, both in the open and closed pool stage, is reflected as a 
provision for loan loss and corresponding allowance, at the pool level. Any subsequent improvement in expected cash flows of the 
impaired pool(s) will first reverse any previous allowance for loan loss and prospectively reflected as an increase in the pool yield. 
For closed pools, if the re-estimation of expected cash flows results in a higher effective yield, an increase in the pool yield is 
reflected prospectively.  
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At March 31, 2012:    At December 31, 2011:  

State   
Percent of 
Portfolio    

Loan Principal
(In thousands)      State   

Percent of 
Portfolio    

Loan Principal
(In thousands)  

Texas    23.1%    $ 362,404     Texas    23.9%    $ 351,210  
Florida    15.8%     247,931     Florida    16.6%     243,024  
North Carolina    10.4%     161,001     North Carolina    10.3%     150,920  
Arizona    7.5%     118,199     Arizona    7.6%     112,097  
Georgia    7.4%     115,643     Virginia    7.3%     106,715  
Virginia    7.0%     109,645   Georgia    7.3%     106,415  
California    4.8%     74,472     California    4.9%     72,137  
Nevada    4.3%     67,792     Nevada    4.6%     67,631  
Tennessee    4.2%     66,152     New Mexico    3.6%     53,484  
South Carolina    3.6%     55,666     Tennessee    3.9%     56,925  
New Mexico    3.5%     55,209     Colorado    2.8%     40,558  
Colorado    2.5%     39,642     South Carolina    2.6%     37,987  
Oklahoma    2.3%     35,997     Oklahoma    1.9%     28,229  
Alabama    2.1%     32,551   Alabama    1.7%     25,455  
Mississippi    0.6%     10,132     Indiana    0.5%     6,843  
Indiana    0.6%     8,971     Mississippi    0.4%     5,844  
Ohio    0.3%     5,085     Ohio    0.1%     1,206  

      
 

      
 

       
 

      
 

   100.0%    $ 1,566,492        100.0%    $ 1,466,680  
      

 

      

 

       

 

      

 

    
Three Months Ended 

March 31,  

    2012   2011  
   ($ In thousands)  

Allowance Activity:    

Balance, beginning of period   $221,533   $208,000  
Provision for credit losses  60,342    53,332  
Net charge-offs  (44,848)   (42,732) 

            

Balance, end of period   $237,027   $218,600  
             

Allowance as a percent of ending principal   15.1%   14.9% 
Charge off Activity:    

Principal balances   $ (82,851)  $ (75,172) 
Recoveries, net  38,003    32,440  

             

Net charge-offs   $ (44,848)  $ (42,732) 
      

 
     

 

(4) Dealer Finance Receivables 



At March 31, 2012 and December 31, 2011 we have not recorded impairment on any pools. 

The following is a summary of the activity in Dealer Finance Receivables:  
  

Accretable yield represents the amount of revenue the Company expects over the remaining life of existing portfolios. 
Changes in accretable yield were as follows:  

  

Non-accretable yield represents the difference between the remaining expected cash flows and the total contractual cash 
flows of underlying customer loans for Dealer Finance Receivables. This difference is neither accreted into income nor recorded 
on our balance sheets. Components of non-accretable yield are as follows:  
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Three months ended

March 31, 2012  
   (in thousands)  

Balance Beginning of Period   $ 24  
Advances during the period    5,627  
Payments to reduce amount advanced   (178) 

      

Balance end of period   $ 5,473  
     

 

   
Three months ended

March 31, 2012  
   (in thousands)  

Balance Beginning of Period   $ —    
Accretion (Revenue Recognized)    (125) 
Additions   1,792  
Reclassification from nonaccretable difference    —    

      

Ending Balance   $ 1,667  
     

 

  
   As of March 31,   

2012  
   (in thousands)  

Contractual net cash flows   $ 13,533  
Expected net cash flows    (13,016) 

      
 

Non-accretable yield   $ 517  
      

 



Portfolio Term Financings  
The following is a summary of portfolio term financings:  

  

Securitization debt  
The following is a summary of securitization transactions with outstanding balances for each period presented:  

  

Asset-backed securities outstanding are secured by underlying pools of finance receivables (collateral) and investments held in 
trust (cash reserve). Credit enhancement for the asset-backed securities consists of a reserve account, over collateralization, and 
subordination of certain classes of notes in each trust to more senior classes of notes in such trust. Asset-backed securities outstanding 
have interest payable monthly at the fixed rates represented in the table above. These rates represent the original duration weighted 
average rates of the outstanding asset-backed securities. The 2011-3, 2011-2, 2011-1 and 2010-1 securitizations were rated in tranches 
with credit ratings from AAA to BBB by Standard and Poors (S&P) and DBRS, and the 2009-1 securitization was rated in tranches 
with credit ratings from AAA to A by DBRS. All ratings were obtained without external credit enhancement of a mono-line insurer.  

Individual securitization trusts are not cross-collateralized or cross-defaulted. Additionally, we have the option to purchase the 
remaining loans in a trust when the remaining principal balances of the loans reach 10% of their original principal balance.  

Portfolio term residual financing  

Our term residual facility with Santander Consumer USA Inc. (Santander), is secured primarily by residual interests in our 
warehouse facilities and securitization trusts, which were comprised of eligible loans, the dollar amounts of which are represented in 
the table above. It contains an advance rate of 75% on the receivables pledged to the facility. This facility provides for funding 
through September 2013 with a term-out feature resulting in a final maturity of September 2014. Interest is fixed at 8.62%. At 
March 31, 2012, we were in compliance with all financial covenants of the facility.  
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(5) Debt Obligations 

   As of March 31, 2012    As of December 31, 2011  
   Balance    Collateral    Balance    Collateral  
   ( in thousands)  

Securitization Debt         

Asset Backed Security obligations issued pursuant to the Company’s 
securitizations   $570,284    $755,010    $679,031    $ 891,364  

Pooled Auto Loan Program Financing         

Fixed rate secured financing transactions for our finance receivable portfolio  $ —    $ —      $ 3,603    $ 5,100  
Portfolio Term Residual Financing:       

Fixed rate financing facility secured by residual interests in finance receivables 
of certain warehouse facilities   $100,000    $144,475    $100,000    $ 171,292  

 
 

 
 

      
 

    
 

Total Portfolio Warehouse Facilities  $670,284   $899,485    $782,634    $1,067,756  
 

 

 

 

      

 

    

 

     As of March 31, 2012  As of December 31, 2011 

Transaction  

Original 
Note/Debt 
Amount  

Note/Debt 
Balance  

Receivables
Balance  

Cash 
Reserve  

Target 
Advance 

Rate  
Interest

Rate  
Note/Debt
Balance  

Receivables 
Balance  

Cash 
Reserve  

Target 
Advance 

Rate  
Interest

Rate
  ($ in thousands)
2009-1  $192,600 $42,318 $59,615 $1,500 64.2% 5.3% $54,451 $78,264 $1,500 64.2% 5.3%
2010-1  $228,000 66,356 111,793 4,499 72.0% 3.6% 87,362 138,858 4,499 72.0% 3.6%
2011-1  $214,181 107,079 150,388 4,200 67.3% 3.0% 125,711 177,253 4,200 67.3% 3.0%
2011-2  $246,880 149,032 182,618 4,500 77.6% 2.9% 176,163 213,542 4,500 77.6% 2.9%
2011-3  $246,886 205,499 250,596 4,500 77.6% 3.9% 235,344 283,447 4,500 77.6% 3.9%

                       

  $570,284 $755,010 $19,199   $679,031 $891,364 $19,199  
                       



Pooled Auto Loan Program (PALP) 

PALP financings are secured by underlying pools of finance receivables and in certain cases, a cash reserve account. At 
December 31, 2011, interest rates on our outstanding PALP financings were at a fixed rate. As of March 31, 2012, we had paid 
off our PALP financings.  

Portfolio warehouse facilities  
The following is a summary of portfolio warehouse facilities:  

  

  

 Collateral represents underlying pools of finance receivables pledged to each facility.  

Deutsche Bank Warehouse Facility  
We have a revolving warehouse facility with Deutsche Bank AG, New York Branch (Deutsche Bank). The amounts outstanding 

under the facility bear interest based on the lenders’ cost of funds thereunder plus 2.25% at March 31, 2012 and December 31, 2011, 
respectively. At March 31, 2012, we were in compliance with all financial covenants of this facility.  

Wells Fargo Warehouse Facility  
We have a revolving warehouse facility with Wells Fargo Bank, N.A. (Wells Fargo). The amounts outstanding under the facility 

bear interest at LIBOR plus 2.25% at March 31, 2012 and December 31, 2011, respectively. At March 31, 2012, we were in 
compliance with all financial covenants of this facility.  
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   As of March 31, 2012  

   
Amount 
drawn  

Facility
Amount  

Advance
Rate Collateral  

Interest
Rate   

Expiration 
Date   

Final
Maturity

   ($ in thousands)  

Portfolio Warehouse Facilities             

Deutsche Bank Warehouse Facility   $ 61,300   $150,000   58% 132,300    2.50%   12/2012   12/2013  
Wells Fargo Warehouse Facility    62,000    150,000    58%  115,300     2.49%   12/2013    12/2015  
RBS Warehouse Facility    53,100    125,000    53%  123,400     1.64%   9/2013    3/2014  
UBS Warehouse Facility    52,792    125,000    60%  108,800     2.14%   8/2012    8/2013  

      
 

 
 

    

Total Portfolio Warehouse Facilities   $229,192    $550,000          
      

 

 

 

    

   As of December 31, 2011

   
Amount 
drawn    

Facility
Amount    

Advance
Rate   Collateral    

Interest
Rate   

Expiration 
Date    

Final
Maturity  

   ($ in thousands)  

Portfolio Warehouse Facilities             

Deutsche Bank Warehouse Facility   $ 39,000   $150,000   58% 110,000    2.54%   12/2012   12/2013  
Wells Fargo Warehouse Facility    40,000   150,000   58% 78,500    2.53%   12/2013   12/2015  
RBS Warehouse Facility    30,600    125,000    53%  100,400     1.88%   5/2012    5/2013  
UBS Warehouse Facility    31,792    125,000    60%  105,500     2.18%   8/2012    8/2013  

      
 

 
 

    

Total Portfolio Warehouse Facilities   $141,392   $550,000      
      

 

 

 

    

(1)

(1)

(1)



RBS Warehouse Facility  
We have a revolving warehouse facility with The Royal Bank of Scotland PLC (RBS). The amounts outstanding under the 

facility bear interest at LIBOR plus 1.40% as of March 31, 2012 and lenders’ cost of funds thereunder plus 1.50% as of December 31, 
2011. At March 31, 2012, we were in compliance with all financial covenants of this facility.  

UBS Warehouse Facility  
We have a revolving warehouse facility with UBS Real Estate Securities Inc. (UBS). The amounts outstanding under the facility 

bear interest at LIBOR plus 1.9% as of March 31 2012, and December 31, 2011, respectively. At March 31, 2012, we were in 
compliance with all financial covenants of this facility.  

Senior secured notes payable  
In June 2010 we issued $200.0 million of 12.625% senior secured notes due 2017 (the “Senior Secured Notes”). The notes were 

issued with an original issuance price of 98.854%, resulting in an effective yield of 12.875%. Interest on the notes is payable semi- 
annually in arrears on each June 15th and December 15th. As of March 31, 2012, we were in compliance with all financial covenants 
of the senior secured notes.  

Other secured notes payable  
A summary of other secured notes payable follows:  
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   As of March 31, 2012

   Balance    
Max Facility

Capacity   
Advance

Rate   
Interest
Rate   

Expiration
Date  

   ($ in thousands)           

Other Secured Notes Payable        

Revolving Inventory Facility   $ 70,109    $ 130,000   85%   3.74%  11/2014  
Mortgage Note Payable   12,610    n/a   n/a    5.87%  3/2017  
Equipment Note Payable   2,046    n/a   n/a    4.75%  4/2013  

               

Total Other Secured Notes Payable   $ 84,765    $ 130,000     
               

   As of December 31, 2011  

   
Balance

(in thousands)   

Max Facility
Capacity 

(in thousands)  
Advance

Rate   
Interest
Rate   

Expiration
Date  

Other Secured Notes Payable        

Revolving Inventory Facility   $ 84,500    $ 140,000  85%   3.80%  11/2014  
Mortgage Note Payable   12,661    n/a   n/a    5.87%  3/2017  
Equipment Note Payable   2,135    n/a   n/a    4.75%  4/2013  

                 

Total Other Secured Notes Payable   $ 99,296    $ 140,000     
               

(1) Inclusive of a $10.0 million seasonal increase through the months of November to January
(2) Interest rate at period end equal to contractual benchmark plus index. 

(2)

(2)

(1)

.



Revolving inventory facility  
We have a revolving inventory line with Wells Fargo, Santander and Manheim Automotive Financial services, Inc. with Wells 

Fargo serving as the lead-lender. The interest rate on the facility is based on the Daily One Month Libor rate plus 3.5%. At March 31, 
2012, we were in compliance with all financial covenants of this facility.  

Mortgage note payable  
We have a mortgage note payable which is secured by our operations call center building in Mesa, Arizona (a commercial 

property). Terms of the note agreement provide for monthly principal and interest payments with a final balloon payment. At 
March 31, 2012, we were in compliance with all financial covenants of this loan.  

Equipment note payable  
We have an equipment note payable, which is secured by an aircraft and bears interest at the Prime rate plus 1.5%. Terms of the 

note agreement provide for monthly principal and interest payments with a final balloon payment. At March 31, 2012, we were in 
compliance with all financial covenants of this loan.  
  

During the three months ended March 31, 2012 and 2011, we recorded related party operating expenses as follows:  
  

Relationship with Verde Investments, Inc.  
Verde Investments, Inc. (Verde) is an Arizona corporation that is wholly-owned by Mr. Garcia. Verde engages in the 

acquisition, development, and long-term investment in real estate and other commercial assets. Mr. Garcia is the principal 
stockholder, president and director of Verde. Transactions between us and Verde are described below.  

Property lease expense  
For the three months ended March 31, 2012 and 2011, we leased an average of 13 and 15 vehicle sales facilities, respectively, 

three reconditioning centers, our former loan servicing center (which is currently being subleased to third-party tenants), and our 
corporate office from Verde and another affiliate of Mr. Garcia (the Garcia Family Limited Liability Partnership, LLP). At March 31, 
2012, three of these facilities are closed locations. For the three months ended March 31, 2011, we also leased one vehicle sales 
facility and a reconditioning center, from a director of DTAC, Steven Johnson, who is also Mr. Garcia’s brother-in-law. For the three 
months ended March 31, 2012 and 2011, we rented one vehicle sales facility from Stephen Fidel, the brother of Mr. Fidel, our 
President and CEO. At March 31, 2012, the maturity of all of these related party leases range from 2013 to 2023.  

Property lease expense also includes store closing costs. Store closing costs represent ongoing costs related to closed property 
leases plus property taxes less any benefit from negotiating early termination of leases.  

Restricted stock compensation expense  
Represents stock compensation expense under a restricted stock agreement between DTAG, DTAC and our CEO, Ray Fidel.  

Aircraft lease and operating expenses  
We are party to a lease agreement for an aircraft with Verde under which we agreed to pay monthly lease payments of $150,000 

plus taxes and are responsible for paying all operating costs and repairs and maintenance related to the aircraft. The lease expires in 
August 2015.  

Salaries and wages, general and administrative and other expenses  
Certain general and administrative expenses and salaries and wages of Verde and Verde employees who are enrolled in our 

health plan are reflected in our general and administrative expenses—related party.  
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(6) Related Party Transactions 

   
Three Months Ended 

March 31,  
   2012   2011  
   (In thousands)  

General and Administrative Expenses—Related Party    

Property lease expense   $ 1,220   $ 1,402  
Restricted stock compensation expense   465    930  
Aircraft operating and lease expense   1,016    1,002  
Salaries and wages, general & administrative and other expenses    228    142  
Reimbursement of certain general and administrative expenses    (71)   (79) 

     
 

     
 

Total General and Administrative Expenses—Related Party  $ 2,858   $ 3,397  
     

 

     

 



Reimbursement of general and administrative expenses  
For each of the periods presented, we received reimbursement of certain general and administrative expenses incurred by us on 

Verde’s behalf.  

During the three months ended March 31, 2012 and 2011, we recorded related party interest expense as follows:  
  

During the three months ended March 31, 2011, we recorded related party interest expense associated with our June 2010 
issuance of $200.0 million of Senior Secured Notes, an aggregate of $49.0 million of which were held by Verde and Mr. Fidel. In 
June 2011, Verde purchased Mr. Fidel’s $4.0 million of Senior Secured Notes, and Verde sold the $49.0 million of Senior Secured 
Notes held by it on the open market. As a result, at December 31, 2011, none of the Senior Secured Notes were held by a related party 
and interest expense during 2011 is related to the period they held the notes.  
  

The consolidated financial statements consist of DTAG and DTAC, which are both S corporations. Since DTAC and DTAG are 
flow-through entities for federal income tax purposes, there is no federal income tax expense related to the income of DTAC and 
DTAG, other than for one of DTAG’s wholly-owned subsidiaries, which is a C corporation. The taxable income flows through to our 
shareholders who are responsible for paying the associated taxes. Although most states follow the federal recognition of S corporation 
status, some states do impose an entity level tax on that income; therefore, the tax expense is adjusted accordingly. Income tax 
liability was $0.4 million and $0.5 million as of March 31, 2012, and December 31, 2011, respectively.  
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Three Months 
Ended 

March 31,  
  2012    2011  
   (In thousands)  

Senior Secured Notes Interest Expense—Related Party    

$45.0 million Senior Secured Notes Payable—Verde   $ —      $ 1,420  
$4.0 million Senior Secured Notes Payable—CEO   —       126  

 
 

      
 

Total Senior Secured Notes Interest Expense—Related Party  $ —      $ 1,546  
 

 

      

 

(7) Income Taxes 



Since DTAG and DTAC are consolidated for financial reporting purposes, we are required to separately present the non-
controlling equity interest of the VIE (DTAC) on the condensed consolidated balance sheets and condensed consolidated statements 
of operations for all periods presented. The non-controlling interest is DTAC’s GAAP equity and income for the periods presented 
and there are no third-party competing interests in DTAC. For the amounts of assets, liabilities, revenue, and income of DTAC 
consolidated into DTAG at March 31, 2011, see Note 13- Supplemental Consolidating Financial Information.  

Certain of our debt facilities place restrictions on the amount of cash dividends we are permitted to pay to our shareholders. We 
are permitted to pay cash dividends limited to an amount not greater than the percentage of S corporation taxable income for such 
quarterly period equal to the highest combined federal, state, and/or local tax rate for individuals, plus 50% of the difference between 
pre-tax earnings less amounts paid for tax.  

During the three months ended March 31, 2012, we paid $5.3 million in dividends related to 2011 income. We did not have any 
approved but unpaid dividends at March 31, 2012. However, we had approximately $20.4 million of dividends available to be 
distributed from first quarter 2012 earnings. The board of directors approved $20.4 of dividends for payment subsequent to March 31, 
2012. Refer to Note 11—Subsequent Events for further information.  

For the three month periods ended March 31, 2012 and 2011, we recorded $0.5 million and $0.9 million, respectively, in 
restricted stock compensation expense associated with the December 2010 Restricted Stock Agreements between Mr. Fidel and each 
of DTAG and DTAC. The stock compensation recorded for these periods also credited our Paid-in Capital accounts for both 
companies during these periods.  
  

Limited warranty  
Our DriveCare  limited warranty accrual is recorded as a component of accrued expenses and other liabilities on the 

accompanying consolidated balance sheets for each year presented. The limited warranty accrual includes our accrual for our limited 
warranty, oil changes, roadside assistance and rental car assistance. The following table reflects activity in the warranty accrual for 
the periods indicated:  
  

Operating leases  
Operating leases are a significant component of our financing sources. At March 31, 2012, we lease the majority of our 

dealership and reconditioning center locations. We also lease our corporate office in Phoenix, Arizona, and operations collections 
facilities in Dallas, Texas, Orlando, Florida, and Richmond, Virginia. As each lease matures, we evaluate the existing location to 
determine whether the dealership should be relocated to another site in the region closer in proximity to new car franchises and/or 
higher traffic retail areas. As of March 31, 2012, we had approximately $72.4 million in aggregate operating lease obligations.  

Lease commitments  
We previously closed dealerships and reconditioning centers and incurred store closing costs and recorded lease termination 

liabilities in accordance with ASC 420. At March 31, 2012, approximately $1.0 million remains in accrued expenses and other 
liabilities on the accompanying consolidated balance sheet for these lease obligations. At March 31, 2012, the expiration of these 
leases range from 2012 to 2018.  
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(8) Shareholders’ Equity, Dividends & Stock Compensation 

(9) Commitments and Contingencies 

   
Three Months Ended 

March 31,  
   2012   2011  
   (In thousands)  

Balance, Beginning of Period   $24,004   $17,936  
Warranty Expense    7,441    7,581  
Warranty Claims Paid   (4,009)   (2,573) 

             

Balance, End of Period   $27,436   $22,944  
      

 
     

 

®



Legal matters  
We are involved in various claims and actions arising in the ordinary course of business. In the opinion of management, based 

on consultation with legal counsel, the ultimate disposition of these matters will not have a material adverse effect on us. We believe 
appropriate accruals have been made for the disposition of these matters. In accordance with ASC 450, Contingencies, we established 
an accrual for a liability when it is both probable that the liability has been incurred and the amount of the loss can be reasonably 
estimated. These accruals are reviewed monthly and adjusted to reflect the impact of negotiations, settlements and payments, rulings, 
advice of legal counsel, and other information and events pertaining to a particular case. Legal expenses related to defense, 
negotiations, settlements, rulings, and advice of outside legal counsel are expensed as incurred.  

There have been no material changes to the status of pending litigation or our accruals for legal matters disclosed in our Annual 
Report on Form 10-K for the year ended on December 31, 2011, however; subsequent to March 31, 2012, we received a Civil 
Investigative Demand Notification from the Consumer Financial Protection Bureau. See Note 11—Subsequent Events for further 
information.  

Additionally, in the ordinary course of business, we are a defendant in various other types of legal proceedings. Although we 
cannot determine at this time the amount of the ultimate exposure from these lawsuits, if any, based on the advice of counsel, 
management does not expect the final outcome to have a material adverse effect on us.  
  

Fair values of financial instruments are based on estimates using quoted market prices, discounted cash flows, or other valuation 
techniques. Those techniques are significantly affected by the assumptions used, including the discount rate and the estimated timing 
and amount of future cash flows. Therefore, the estimates of fair value may differ substantially from amounts that ultimately may be 
realized or paid at settlement or maturity of the financial instruments and those differences may be material. Accordingly, the 
aggregate fair value amounts presented do not represent our underlying institutional value.  

Limitations  
Fair value of financial instruments are based on relevant market information and information about the financial instrument; they

are subjective in nature and involve uncertainties, matters of judgment and, therefore, cannot be determined with ultimate precision. 
These estimates do not reflect any premium or discount that could result from offering for sale at one time our entire holdings of a 
particular instrument. Changes in assumptions could significantly affect these estimates. Because the fair value is estimated as of each 
balance sheet date presented, the amounts that will actually be realized or paid in settlement of the instruments could be significantly 
different.  

The following is a summary of carrying value and fair value of our financial instruments for each period presented:  
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(10) Fair Value of Financial Instruments 

   March 31, 2012    December 31, 2011  
   Carrying Value   Fair Value    Carrying Value   Fair Value  
   (In thousands)  

Finance Receivables, net (1)   $ 1,341,943    $1,415,150    $ 1,258,118    $1,339,049  
Securitization Debt   570,284    582,680     679,031     675,231  
Portfolio Term Residual Financing   100,000    100,000     100,000     100,000  
Pooled Auto Loan Program Financings   —     —      3,603     3,700  
Portfolio Warehouse Facilities  229,192   229,192     141,392     141,392  
Senior Secured Notes Payable  198,121   216,447     198,058     210,932  
Revolving Inventory Facility   70,109    70,109     84,500     84,500  
Mortgage Note Payable   12,610    11,800     12,661     11,800  
Equipment Note Payable   2,046    2,100     2,135     2,100  

 Represents finance receivable principal balances, plus accrued interest, less the allowance for credit losses.  (1)



Valuation methodologies  
Finance receivables  

The fair value of finance receivables was estimated by discounting future cash flows expected to be collected using current rates 
at which similar loans would be made to borrowers with similar credit ratings and the same remaining maturities. This discounted 
cash flow is estimated utilizing an internal valuation model, which uses a combination of market inputs (i.e. discount rates for similar 
and like transactions) and our own assumptions regarding credit losses, recoveries, and prepayment rates in our portfolio. We estimate 
the cash flow of the portfolio and the cash flow of our retained interests in securitization and PALP transactions in measuring total 
cash flow. These cash flows are developed on a leveraged basis since our finance receivable portfolio is financed by these debt 
instruments and are not separable transactions.  

Securitization debt  
At March 31, 2012 and 2011, the fair value of securitization debt was determined using a third-party quoted market price.  

Portfolio term residual financing  
This facility allows for maximum borrowings under a term component of $100.0 million bearing a fixed rate of interest of 

8.62%. This facility was amended in September 2011; therefore, we believe the fair value of this debt approximates carrying value at 
March 31, 2012.  

Pooled auto loan program financings  
The fair value of PALP debt at December 31, 2011, was based on third-party discounted cash flow using market interest rates 

for this debt.  

Portfolio warehouse facilities  
The portfolio warehouse facilities are short term in nature and the interest rates adjust in conjunction with the lender’s cost of 

funds or 30-day LIBOR. The DB Warehouse Facility was renewed in December 2011. In May 2011, we paid off the outstanding 
balance of the Santander Warehouse Facility and terminated the facility. The UBS Warehouse Facility was renewed in May 2011. 
The RBS Warehouse Facility was renewed in March 2012. The Wells Fargo Warehouse Facility was newly executed in December 
2011. Since these warehouse facilities were recently renewed or executed and contain a floating market rate of interest, we believe the 
fair value of these facilities approximate carrying value at March 31, 2012 and December 31, 2011.  

Senior secured notes payable  
The fair value of senior secured notes payable at March 31, 2012, and December 31, 2011 was determined using third-party 

quoted market prices.  

Revolving inventory facility  
At March 31, 2012 and December 31, 2011, the fair value of the inventory facility was deemed to be the carrying value since 

this facility was executed in November 2011 and contains a floating market rate of interest.  

Mortgage note payable  
At March 31, 2012, and December 31, 2011, the fair value of this note was determined using third-party market prices for 

similar commercial real estate mortgages.  

Equipment note payable  
At March 31, 2012, and December 31, 2011, the fair value of the equipment note payable was determined using third-party 

discounted cash flow using market interest rates for this debt.  
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In April 2012, we executed an agreement with Wells Fargo for a real estate credit facility. The facility has a seven year fully 
amortizing term, maximum capacity of $25.0 million, and interest rate equal to LIBOR plus 4.0%. As of April 30, 2012 the line is 
currently collateralized by nine properties.  

In April 2012, we completed a securitization transaction (2012-1) by issuing $235.0 million of asset backed securities. All of the 
bonds, collateralized by approximately $300.0 million of finance receivables, were sold to third parties. The asset backed securities 
were rated by Standard and Poors (S&P) and DBRS with credit ratings from AAA to BBB and are structured in four tranches without 
external credit enhancement from a monoline insurer. The initial weighted average coupon of these four tranches was 3.50%. This 
transaction has been accounted for as a secured financing transaction.  

In April, the board of directors approved and the Company paid approximately $17.7 million of dividends. In May, 2012 the 
board of directors approved and the Company paid approximately $2.7 million of dividends. Both dividends related to earnings from 
the first quarter of 2012.  

On April 12, 2012, the Consumer Financial Protection Bureau (the “CFPB”) delivered a Civil Investigative Demand to DTAG 
requesting that DTAG produce certain documents and information and answer questions relating to certain components of the 
business of DTAG and its affiliates. The CFPB has not alleged a violation by DTAG of any law and DTAG is cooperating with the 
CFPB’s requests for information. We are currently in the process of providing the documents and information requested by the CFPB. 
  

From time to time, new accounting pronouncements are issued by the Financial Accounting Standards Board (FASB) or other 
accounting standards setting bodies, which we may adopt as of the specified date required by each standard. Unless otherwise 
discussed, we believe the impact of recently issued standards that are not yet effective will not have a material impact on our 
consolidated financial statements upon adoption. We did not note any Accounting Standard Updates (ASUs) to amend the FASB 
Accounting Standards Codification in the first quarter of 2012, which would have an effect on the Company.  
  

In accordance with the indenture governing the 12.625% Senior Secured Notes due 2017 (see Note 5—Debt Obligations), 
certain wholly-owned U.S. subsidiaries of the Company have fully and unconditionally guaranteed the Senior Secured Notes on a 
joint and several basis. Pursuant to Regulation S-X, Rule 3-10(f), we are required to present condensed consolidating financial 
information for subsidiaries that have guaranteed the debt of a registrant issued in a public offering, where the guarantee is full and 
unconditional, joint and several, and where the voting interest of the subsidiary is 100% owned by the registrant.  

The following tables present condensed consolidating balance sheets as of March 31, 2012, and December 31, 2011; and 
condensed consolidating statements of income and cash flows for the three months ended March 31, 2012 and 2011 for (i) DTAG and 
DTAC, —the co-issuers of the Senior Secured Notes, (ii) the separate DTAG and DTAC guarantor subsidiaries on a combined basis, 
(iii) the separate DTAG and DTAC non-guarantor subsidiaries on a combined basis, (iv) elimination adjustments, and (v) total 
consolidated amounts. Separate financial statements and other disclosures concerning the guarantor subsidiaries are not presented 
because management believes that such information is not material to the senior note holders. Consolidating adjustments include 
elimination of investment in subsidiaries, elimination of intercompany accounts; elimination of intercompany sales between guarantor 
and non-guarantor subsidiaries; and elimination of equity in earnings (losses) of subsidiaries. The condensed consolidating financial 
information should be read in conjunction with the consolidated financial statements herein.  

Included in the column for DTAG Guarantor Subsidiaries Combined are DriveTime Sales and Finance Company, LLC and 
DriveTime Car Sales Company, LLC. Included in the column for DTAC Guarantor Subsidiaries Combined are DT Credit Company, 
LLC, GFC Lending, LLC and DT Jet Leasing, LLC. Included in the column for DTAG Non-Guarantor Subsidiaries Combined are all 
other subsidiaries that are wholly-owned by DTAG and included in the column for DTAC Non-Guarantor Subsidiaries Combined are 
all other subsidiaries that are wholly-owned by DTAC, that are not guarantor subsidiaries. The column for the Issuers includes the 
accounts for DTAG and DTAC as issuers and as parent companies for each of its respective subsidiaries.  

Consolidated amounts are immaterially different compared to the consolidated financial statements due to rounding.  
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(11) Subsequent Events 

(12) Recent Accounting Pronouncements 

(13) Supplemental Consolidating Financial Information 



DriveTime Automotive Group, Inc. and Subsidiaries 
Consolidating Balance Sheets  

March 31, 2012  
($ in thousands)  
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  DriveTime Automotive Group, Inc. DT Acceptance Corp

  

Guarantor 
Subsidiaries
Combined   

Non-
Guarantor
Subsidiary  

Parent 
Company  Eliminations  Consolidated  

Guarantor
Subsidiaries
Combined   

Non-
Guarantor

Subsidiaries
Combined   

Parent 
Company   Eliminations  Consolidated  Eliminations  

DriveTime
Automotive
Group, Inc.

and 
Subsidiaries 

ASSETS             
Cash and Cash Equivalents  $ 9,145   $ 81   $ 5   $ —     $ 9,231   $ 199   $ 302   $ 13,034   $ —     $ 13,535   $ —     $ 22,766  
Restricted Cash and Investments 

Held in Trust   —      —      —      —      —      25,913    84,087    —      —      110,000    —      110,000  
Finance Receivables   —      —      —      —   —   —   —      1,595,658    —   1,595,658  —   1,595,658  
Allowance for Credit Losses   —      —      —      —      —      —      —      (237,027)   —      (237,027)   —      (237,027) 

                                                                        

Finance Receivables, Net   —      —      —      —      —      —      —      1,358,631    —      1,358,631    —      1,358,631  
Dealer Finance Receivables   —      —      —      —      —      5,473    —      —      —      5,473    —      5,473  
Inventory   131,499    —      —      —   131,499  —   —      —      —   —   —   131,499  
Property and Equipment, Net   67,634    —      —      —      67,634    5,189    15,414    2,735    —      23,338    —      90,972  
Investments in Subsidiaries   —      —      520,675    (520,675)   —      —      —      371,624    (371,624)   —      —      —    
Other Assets   1,540,809    12,573    339,481    (723,475)   1,169,388    892,006    1,157,032    1,023,076    (2,060,688)   1,011,426    (2,123,773)   57,041  

     
 

     
 

     
 

                    
 

     
 

                    

Total Assets  $ 1,749,087   $ 12,654   $ 860,161   $ (1,244,150) $ 1,377,752  $ 928,780  $ 1,256,835   $2,769,100   $ (2,432,312) $ 2,522,403  $ (2,123,773) $ 1,776,382  
     

 

     

 

     

 

   

    

     

 

     

    

LIABILITIES & SHAREHOLDERS’ EQUITY         
Liabilities:             

Accounts Payable  $ 14,532   $ —     $ —     $ —     $ 14,532   $ —     $ —     $ —     $ —     $ —     $ —     $ 14,532  
Accrued Expenses and Other 

Liabilities   1,156,014    449    609,575    (723,476) 1,042,562  874,682  4,682    2,335,678    (2,040,192) 1,174,850  (2,123,773) 93,639  
Portfolio Term Financings   —      —      —      —   —   —   690,779    —      (20,495) 670,284  —   670,284  
Portfolio Warehouse Facilities   —      —      —      —      —      —      229,192    —      —      229,192    —      229,192  
Senior Secured Notes Payable   —      —      99,061    —      99,061    —      —      99,060    —      99,060    —      198,121  
Other Secured Notes Payable   70,109    —      —      —      70,109    2,046    12,610    —      —      14,656    —      84,765  

     
 

     
 

     
 

   
    

     
 

     
    

Total Liabilities   1,240,655    449    708,636    (723,476) 1,226,264  876,728  937,263    2,434,738    (2,060,687) 2,188,042  (2,123,773) 1,290,533  
                                                                        

Shareholders’ Equity:             
Total Shareholders’ Equity  508,432    12,205    151,525    (520,674)   151,488    52,052    319,572    334,362    (371,625)   334,361    —      485,849  

     
 

     
 

     
 

   
    

     
 

     
    

Total Liabilities & 
Shareholders’ Equity  $ 1,749,087   $ 12,654   $ 860,161   $ (1,244,150)  $ 1,377,752   $ 928,780   $ 1,256,835   $2,769,100   $ (2,432,312)  $ 2,522,403   $ (2,123,773)  $ 1,776,382  

     

 

     

 

     

 

                    

 

     

 

                    



DriveTime Automotive Group, Inc. and Subsidiaries 
Consolidating Balance Sheets  

December 31, 2011  
($ in thousands)  
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  DriveTime Automotive Group, Inc. DT Acceptance Corp

  

Guarantor 
Subsidiaries
Combined   

Non- 
Guarantor
Subsidiary  

Parent 
Company  Eliminations  Consolidated  

Guarantor
Subsidiaries
Combined     

Non-
Guarantor 

Subsidiaries
Combined   

Parent 
Company   Eliminations  Consolidated  Eliminations  

DriveTime
Automotive
Group, Inc.

and 
Subsidiaries 

ASSETS              
Cash and Cash Equivalents  $ 2,869   $ 595   $ 5   $ —     $ 3,469   $ 52    $ 396   $ 22,013   $ —     $ 22,461   $ —     $ 25,930  
Restricted Cash and Investments 

Held in Trust   —      —      —      —      —      22,517     77,199    —      —      99,716    —      99,716  
Finance Receivables   —      —      —      —   —   —   —      1,495,340    —   1,495,340  —   1,495,340  
Allowance for Credit Losses   —      —      —      —      —      —       —      (221,533)   —      (221,533)   —      (221,533) 

                                                                         

Finance Receivables, Net   —      —      —      —      —      —       —      1,273,807    —      1,273,807    —      1,273,807  
Dealer Finance Receivables   —      —      —      —      —      24     —      —      —      24    —      24  
Inventory   212,247    —      —      —   212,247  —   —      —      —   —   —   212,247  
Property and Equipment, Net   67,579    —      —      —      67,579    4,085     16,029    2,976    —      23,090    —      90,669  
Investments in Subsidiaries   —      —      613,599    (613,599)   —      —       —      388,967    (388,967)   —      —      —    
Other Assets   1,316,421    12,840    242,936    (724,386)   847,811    705,731     1,176,065    783,441    (1,891,941)   773,296    (1,556,671)   64,436  

     
 

     
 

     
 

     
 

     
 

     
 

      
 

     
 

     
 

     
 

     
 

     
 

Total Assets  $ 1,599,116   $ 13,435   $ 856,540   $ (1,337,985) $ 1,131,106  $ 732,409  $ 1,269,689   $2,471,204   $ (2,280,908) $ 2,192,394  $ (1,556,671) $ 1,766,829  
     

 

     

 

     

 

     

    

     

 

     

    

LIABILITIES & SHAREHOLDERS’ 
EQUITY 

  
       

Liabilities:       
Accounts Payable  $ 9,759   $ —     $ —     $ —     $ 9,759   $ —      $ —     $ —     $ —     $ —     $ —     $ 9,759  
Accrued Expenses and Other 

Liabilities   904,341    352    608,647    (724,386)   788,954    647,665     6,148    2,063,190    (1,871,445)   845,558    (1,556,671)   77,841  
Portfolio Term Financings   —      —      —      —      —      —       803,130    —      (20,496)   782,634    —      782,634  

Portfolio Warehouse Facilities   —      —      —      —      —      —       141,392    —      —      141,392    —      141,392  
Senior Secured Notes Payable   —      —      99,029    —   99,029  —   —      99,029    —   99,029  —   198,058  
Other Secured Notes Payable   84,500    —      —      —      84,500    2,135     12,661    —      —      14,796    —      99,296  

                                                                         

Total Liabilities   998,600    352    707,676    (724,386)   982,242    649,800     963,331    2,162,219    (1,891,941)   1,883,409    (1,556,671)   1,308,980  
     

 
     

 
     

 
     

    
     

 
     

    

Shareholders’ Equity:              
Total Shareholders’ 

Equity   600,516    13,083    148,864    (613,599)   148,864    82,609     306,358    308,985    (388,967)   308,985    —      457,849  
     

 
     

 
     

 
     

    
     

 
     

    

Total Liabilities & 
Shareholders’ Equity  $ 1,599,116   $ 13,435   $ 856,540   $ (1,337,985)  $ 1,131,985   $ 732,409    $ 1,269,689   $2,471,204   $ (2,280,908)  $ 2,192,394   $ (1,556,671)  $ 1,766,829  
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Consolidating Statements of Operations  
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21 

  DriveTime Automotive Group, Inc. DT Acceptance Corp

  

Guarantor 
Subsidiaries
Combined   

Non-
Guarantor
Subsidiary  

Parent 
Company  Eliminations  Consolidated  

Guarantor
Subsidiaries
Combined   

Non-
Guarantor

Subsidiaries
Combined   

Parent 
Company  Eliminations  Consolidated  Eliminations  

DriveTime
Automotive
Group, Inc.

and 
Subsidiaries 

Revenue:             
Sales of Used Vehicles  $ 297,135   $ —     $ —     $ —     $ 297,135   $ —     $ —     $ —     $ —     $ —     $ —     $ 297,135  
Interest Income   —      —      —      —      —      —      63,490    70,831    (63,793)   70,528    —      70,528  
Dealer Finance and Other 

Income   —      —      —      —   —   175  —    —      —   175  —   175  
Other Revenue   11,413    —      6,760    —      18,173    14,525    —      569    (14,504)   590    (18,763)   —    
Equity in Income of 

Subsidiaries   —      —      76,510    (76,510)   —      —      —      39,219    (39,219)   —      —      —    
     

 
     

 
     

 
                         

 
                    

Total Revenue   308,548    —      83,270    (76,510) 315,308  14,700  63,490   110,619    (117,516) 71,293  (18,763) 367,838  
                                                                 

Costs and Expenses:             
Cost of Used Vehicles 

Sold   197,161    —      —      —      197,161    —      —      —      —      —      —      197,161  
Provision for Credit 

Losses   —      —      —      —      —      —      —      60,342    —      60,342    —      60,342  
Portfolio Debt Interest 

Expense   —      —      —      —      —      —      10,354    —      —      10,354    —      10,354  
Non-Portfolio Debt 

Interest Expense   813    —      10    —      823    24    494    71,894    (63,793)   8,619    (8,399)   1,043  
Senior Secured Notes 

Interest Expense   —      —      3,303    —   3,303  —   —    3,303    —   3,303  —   6,606  
Selling and Marketing   9,405    —      —      —      9,405    65    —      —      —      65    —      9,470  
General and 

Administrative   20,736    (306)   2,113    —      22,543    15,207    12,413    19,429    (14,504)   32,545    (10,364)   44,724  
Depreciation Expense   4,210    —      —      —      4,210    260    154    327    —      741    —      4,951  

     
 

     
 

     
 

     
    

    
 

     
    

Total Costs and 
Expenses   232,325    (306)   5,426    —      237,445    15,556    23,415    155,295    (78,297)   115,969    (18,763)   334,651  

     
 

     
 

     
 

                         
 

                    

Income before Income 
Taxes   76,223    306    77,844    (76,510)   77,863    (856)   40,075    (44,676)   (39,219)   (44,676)   —      33,187  

Income Tax Expense 
(Benefit)   —      56    108    —      164    —      —      228    —      228    —      392  

     
 

     
 

     
 

                         
 

                    

Net Income  $ 76,223   $ 250   $ 77,736   $ (76,510) $ 77,699  $ (856) $ 40,075  $ (44,904)  $ (39,219) $ (44,904) $ —   $ 32,795  
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   DriveTime Automotive Group, Inc. DT Acceptance Corp

   

Guarantor 
Subsidiaries
Combined   

Non- 
Guarantor
Subsidiary  

Parent 
Company  Eliminations  Consolidated  

Guarantor
Subsidiaries
Combined   

Non-
Guarantor

Subsidiaries
Combined   

Parent 
Company  Eliminations  Consolidated  Eliminations  

DriveTime
Automotive
Group, Inc.

and 
Subsidiaries 

Revenue:              
Sales of Used Vehicles   $ 265,082   $ —     $ —     $ —     $ 265,082   $ —    $ —     $ —     $ —     $ —     $ —     $ 265,082  
Interest Income    —      —      —      —      —      —     60,703    68,078    (61,007)   67,774    —      67,774  
Other Revenue    3,488    —      5,356    —      8,844    16,332    —      —      (16,332)   —      (8,844)   —    
Equity in Income of 

Subsidiaries    —      —      78,008    (78,008)   —      —     —      37,166    (37,166)   —      —      —    
                                                                         

Total Revenue    268,570    —      83,364    (78,008)   273,926    16,332    60,703    105,244    (114,505)   67,774    (8,844)   332,856  
      

 
     

 
     

 
     

    
    

 
     

    

Costs and Expenses:              
Cost of Used Vehicles 

Sold    165,127    —      —      —      165,127    —     —      —      —      —      —      165,127  
Provision for Credit 

Losses    —      —      —      —      —      —     —      53,332    —      53,332    —      53,332  
Portfolio Debt Interest 

Expense    —      —      —      —      —      —     12,118    38    —      12,156    —      12,156  
Non-Portfolio Debt 

Interest Expense    502    —      16    —      518    29    436    63,953    (61,007)   3,411    (3,317)   612  
Senior Secured Notes 

Interest Expense    —      —      3,357    —      3,357    —     —      3,358    —      3,358    —      6,715  
Selling and Marketing    7,102    —      —      —   7,102  —   —    6    —   6  —   7,108  
General and 

Administrative    15,393    (462)   2,938    —      17,869    14,333    12,629    20,461    (16,332)   31,091    (5,527)   43,433  
Depreciation Expense    2,740    —      —      —      2,740    176    148    294    —      618    —      3,358  

      
 

     
 

     
 

                         
 

                    

Total Costs and 
Expenses    190,864    (462)   6,311    —      196,713    14,538    25,331    141,442    (77,339)   103,972    (8,844)   291,841  

                                                                         

Income before Income 
Taxes    77,706    462    77,053    (78,008)   77,213    1,794    35,372    (36,198)   (37,166)   (36,198)   —      41,015  

Income Tax Expense 
(Benefit)    —      160    271    —      431    —     —      81    —      81    —      512  

                                                                         

Net Income   $ 77,706   $ 302   $ 76,782   $ (78,008)  $ 76,782   $ 1,794   $ 35,372   $ (36,279)  $ (37,166)  $ (36,279)  $ —     $ 40,503  
      

 

     

 

     

 

     

 

     

 

     

 

     

 

     

 

     

 

     

 

     

 

     

 



DriveTime Automotive Group, Inc. and Subsidiaries 
Consolidating Statements of Cash Flows  

Three Months Ended March 31, 2012  
($ in thousands)  

  
  DriveTime Automotive Group, Inc. DT Acceptance Corp

  

Guarantor 
Subsidiaries
Combined   

Non-
Guarantor
Subsidiary  

Parent 
Company  Eliminations  Consolidated  

Guarantor
Subsidiaries
Combined   

Non-
Guarantor

Subsidiaries
Combined   

Parent 
Company  Eliminations  Consolidated  Eliminations  

DriveTime
Automotive
Group, Inc.

and 
Subsidiaries 

Cash Flows from Operating 
Activities:             
Net Income (Loss)  $ 76,223   $ 250   $ 77,736   $ (76,510)  $ 77,699   $ (856)  $ 40,075   $ (44,904)  $ (39,219)  $ (44,904)  $ —     $ 32,795  

Adjustments to Reconcile Net 
Income (Loss) to Net Cash 
Provided by Operating 
Activities:             
Provision for Credit Losses   —      —      —      —      —      —      —      60,342    —      60,342    —      60,342  
Depreciation Expense   4,211    —      —      —      4,211    260    154    326    —      740    —      4,951  
Amortization of Debt 

Issuance Costs and Debt 
Premium and Discount   (9)   —      147    —   138  —   1,628    147    —   1,775  —   1,913  

Non-Cash Compensation 
Expense-Related Party   —      —      233    —      233    —      —      232    —      232    —      465  

Loss (Gain) from Disposal 
of Property and 
Equipment   (43)   —      —      —      (43)   (17)   —      —      —      (17)   —      (60) 

Originations of Finance 
Receivables   —      —      —      —      —      —      —      (292,970)   —      (292,970)   —      (292,970) 

Collections and Recoveries 
on Finance Receivable 
Principal Balances   —      —      —      —      —      —      —      148,309    —      148,309    —      148,309  

Change in Accrued Interest 
Receivable and Loan 
Origination Costs   —      —      —      —   —   —   —     (506)   —   (506) —   (506) 

(Increase) Decrease in 
Inventory   80,748    —      —      —      80,748    —      —      —      —      —      —      80,748  

(Increase) Decrease in Other 
Assets   (392,661)   (860)   (79,037)   75,599    (396,959)   (215,975)   54,673    (147,095)   144,296    (164,101)   567,102    6,042  

Increase (Decrease) in 
Accounts Payable, 
Accrued Expenses and 
Other Liabilities   256,446    96    927    911    258,380    227,018    (1,467)   272,488    (168,746)   329,293    (567,102)   20,571  

     
 

     
 

     
 

                         
 

                    

            
Net Cash Provided By 

(Used In) Operating 
Activities   24,915    (514)   6    —       24,407    10,430    95,063    (3,631)   (63,669)   38,193    —      62,600  

     
 

     
 

     
 

                         
 

                    

Cash Flows from Investing 
Activities:       
Origination of Dealer 

Finance Receivables   —      —      —      —      —      (5,627)   —      —      —      (5,627)   —      (5,627) 
Collections and Recoveries 

of Dealer Finance 
Receivables   —      —      —      —      —      178    —      —      —      178    —      178  

Proceeds from Disposal of 
Property and Equipment   364    —      —      —      364    70    —      22    —      92    —      456  

Purchase of Property and 
Equipment   (4,587)   —      —      —      (4,587)   (1,419)   460    (104)   —      (1,063)   —      (5,650) 

     
 

     
 

     
 

                         
 

                    

Net Cash Provided By 
(Used In) Investing 
Activities   (4,223)   —      —      —      (4,223)   (6,798)   460    (82)   —      (6,420)   —      (10,643) 

     
 

     
 

     
 

                         
 

                    

Cash Flows from Financing 
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Activities:             
Increase (Decrease) in 

Restricted Cash   —      —      —      —      —      (3,396)   (5,103)   —      —      (8,499)   —      (8,499) 
Deposits into Investments 

Held in Trust   —      —      —      —      —      —      —      —      —      —      —      —    
Collections, Buybacks and 

Change in Investments 
Held in Trust   —      —      —      —      —      —      (1,785)   —      —      (1,785)   —      (1,785) 

Additions to Portfolio Term 
Financings   —      —      —      —   —   —   —     —      —   —   —   —   

Repayment of Portfolio 
Term Financings   —      —      —      —      —      —      (112,289)   —      —      (112,289)   —      (112,289) 

Additions to Portfolio 
Warehouse Facilities   —      —      —      —      —      —      195,800    —      —      195,800    —      195,800  

Repayment of Portfolio 
Warehouse Facilities   —      —      —      —      —      —      (108,000)   —      —      (108,000)   —      (108,000) 

Additions to Other Secured 
Notes Payable   —      —      —      —      —      —      —      —      —      —      —      —    

Repayment of Other 
Secured Notes Payable   (14,390)   —      —      —      (14,390)   (89)   (52)   —      —      (141)   —      (14,531) 

Additions to Senior Secured 
Notes Payable   —      —      —      —      —      —      —      —      —      —      —      —    

Payment of Debt Issuance 
Costs   (25)   —      (6)   —      (31)   —      (520)   (6)   —      (526)   —      (557) 

Dividend Distributions   —      —      —      —      —      —      (63,669)   (5,260)   63,669    (5,260)   —      (5,260) 
     

 
     

 
     

 
                         

 
                    

Net Cash Provided By 
(Used In) Financing 
Activities   (14,415)   —      (6)   —      (14,421)   (3,485)   (95,618)   (5,266)   63,669    (40,700)   —      (55,121) 

                                                                        

Net Increase (Decrease) in Cash 
and Cash Equivalents   6,277    (514)   —      —      5,763    147    (95)   (8,979)   —      (8,927)   —      (3,164) 

Cash and Cash Equivalents at 
Beginning of Period   2,868    595    5    —      3,468    52    397    22,013    —      22,462    —      25,930  

                                                                        

Cash and Cash Equivalents at 
End of Period  $ 9,145   $ 81   $ 5   $ —     $ 9,231   $ 199   $ 302   $ 13,034   $ —     $ 13,535   $ —     $ 22,766  

     

 

     

 

     

 

     

    

     

 

     

    



DriveTime Automotive Group, Inc. and Subsidiaries 
Consolidating Statements of Cash Flows  

Three Months Ended March 31, 2011  
($ in thousands)  

  DriveTime Automotive Group, Inc.   DT Acceptance Corp        

  

Guarantor 
Subsidiaries
Combined   

Non- 
Guarantor
Subsidiary  

Parent 
Company  Eliminations  Consolidated  

Guarantor
Subsidiaries
Combined   

Non-
Guarantor

Subsidiaries
Combined   

Parent 
Company  Eliminations  Consolidated  Eliminations  

DriveTime
Automotive
Group, Inc.

and 
Subsidiaries 

Cash Flows from Operating 
Activities:       
Net Income (Loss)  $ 77,706   $ 302   $ 76,782   $ (78,008)  $ 76,782   $ 1,794   $ 35,372   $ (36,279)  $ (37,166)  $ (36,279)  $ —     $ 40,503  

Adjustments to Reconcile Net 
Income (Loss) to Net 
Cash Provided by 
Operating Activities:             
Provision for Credit 

Losses   —      —      —      —      —      —      —      53,332    —      53,332    —      53,332  
Depreciation Expense   2,740    —      —      —      2,740    176    148    294    —      618    —      3,358  
Amortization of Debt 

Issuance Costs and 
Debt Premium and 
Discount   125    —      139    —      264    —      3,499    139    —      3,638    —      3,902  

Non-Cash Compensation 
Expense-Related Party   —      —      465    —      465    —      —      465    —      465    —      930  

Loss (Gain) from Disposal 
of Property and 
Equipment   (34)   —      —      —      (34)   —      —      —      —      —      —      (34) 

Originations of Finance 
Receivables   —      —      —      —   —   —   —     (258,645)   —   (258,645) —   (258,645) 

Collections and 
Recoveries on Finance 
Receivable Principal 
Balances   —      —      —      —      —      —      —      138,979    —      138,979    —      138,979  

Decrease in Accrued 
Interest Receivable 
and Loan Origination 
Costs   —      —      —      —      —      —      —      (548)   —      (548)   —      (548) 

(Increase) Decrease in 
Inventory   29,628    —      —      —      29,628    —      —      —      —      —      —      29,628  

(Increase) Decrease in 
Other Assets   (131,406)   (931)   (148,008)   150,268    (130,077)   (4,748)   235,222    68,175    (231,814)   66,835    68,290    5,048  

Increase (Decrease) in 
Accounts Payable, 
Accrued Expenses and 
Other Liabilities   29,140    645    69,895    (71,510)   28,170    4,738    (16,959)   34,207    45,449    67,435    (68,290)   27,315  

     
 

     
 

     
 

     
 

     
 

     
 

     
 

     
 

     
 

     
 

     
 

     
 

Net Cash Provided By 
(Used In) 
Operating 
Activities   7,899    16    (727)   750    7,938    1,960    257,282    119    (223,531)   35,830    —      43,768  

     
 

     
 

     
 

     
 

     
 

     
 

     
 

     
 

     
 

     
 

     
 

     
 

Cash Flows from Investing 
Activities:             
Proceeds from Disposal of 

Property and 
Equipment   109    —      —      —      109    26    —      14    —      40    —      149  
Purchase of Property 

and Equipment   (8,791)   —      —      —   (8,791) (82) (9)   (41)   —   (132) —   (8,923) 
                                                                  

Net Cash Provided By 
(Used In) 
Investing 
Activities   (8,682)   —      —      —   (8,682) (56) (9)   (27)   —   (92) —   (8,774) 

                                                                  

Cash Flows from Financing 
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Activities:             
Increase (Decrease) in 

Restricted Cash   5    —      —      —      5    (1,758)   8,918    —      —      7,160    —      7,165  
Deposits into Investments 

Held in Trust   —      —      —      —      —      —      (4,200)   —      —      (4,200)   —      (4,200) 
Collections, Buybacks and 

Change in Investments 
Held in Trust   —      —      —      —      —      —      (13,127)   —      —      (13,127)   —      (13,127) 

Additions to Portfolio 
Warehouse Facilities   —      —      —      —   —   —   170,300    —      —   170,300  —   170,300  

Repayment of Portfolio 
Warehouse Facilities   —      —      —      —      —      —      (346,500)   —      —      (346,500)   —      (346,500) 

Additions to Portfolio 
Term Financings   —      —      —      —      —      —      214,181    —      —      214,181    —      214,181  

Repayment of Portfolio 
Term Financings   —      —      —      —      —      —      (61,315)   —      —      (61,315)   —      (61,315) 

Additions to Other 
Secured Notes 
Payable   —      —      750    (750)   —      —      —      —      —      —      —      —    

Repayment of Other 
Secured Notes 
Payable   —      —      —      —      —      (85)   (51)   —      —      (136)   —      (136) 

Payment of Debt Issuance 
Costs   —      —      (23)   —      (23)   —      (1,819)   (22)   —      (1,841)   —      (1,864) 

Dividend Distributions   —      —      —      —      —      —      (223,531)   —      223,531    —      —      —    
     

 
     

 
     

 
                         

 
                    

Net Cash Provided By 
(Used In) 
Financing 
Activities   5    —      727    (750)   (18)   (1,843)   (257,144)   (22)   223,531    (35,478)   —      (35,496) 

     
 

     
 

     
 

                         
 

                    

Net Increase (Decrease) in 
Cash and Cash 
Equivalents   (778)   16    —      —      (762)   61    129    70    —      260    —      (502) 

Cash and Cash Equivalents at 
Beginning of Period   3,588    322    —      —      3,910    285    516    18,966    —      19,767    —      23,677  

     
 

     
 

     
 

                         
 

                    

Cash and Cash Equivalents at 
End of Period  $ 2,810   $ 338   $ —     $ —     $ 3,148   $ 346   $ 645   $ 19,036   $ —     $ 20,027   $ —     $ 23,175  

     
 

     
 

     
 

     
 

    
 

    
 

    
 

     
 

     
 

    
 

    
 

    
 



The following Management’s Discussion and Analysis of Financial Condition and Results of Operations (“MD&A”) is provided 
as a supplement to, and should be read in conjunction with, our audited consolidated financial statements, the accompanying notes 
and the MD&A for the year ended December 31, 2011, included in our Annual Report on Form 10-K filed with the SEC on March 30, 
2012, as well as our condensed consolidated financial statements and the accompanying notes included in Item 1 of this Form 10-Q.  

Unless otherwise indicated in this Quarterly Report on Form 10-Q, the terms “DriveTime,” the “Company,” “we,” “our” and 
“us” refer to DriveTime Automotive Group, Inc. and its subsidiaries as a consolidated entity.  

Overview  
We are the leading used vehicle retailer in the United States with a sole focus on the sale and financing of quality vehicles to the 

subprime market. Through our branded dealerships, we provide our customers with a comprehensive end-to-end solution for their 
automotive needs, including the sale, financing, and maintenance of their vehicles. As of March 31, 2012, we owned and operated 90 
dealerships and 16 reconditioning facilities in 17 states. For the three months ended March 31, 2012, we sold 19,145 vehicles, 
generated $367.8 million of total revenue and $56.2 million of Adjusted EBITDA. We provide our customers with financing for 
substantially all of the vehicles we sell. We do not utilize third-party finance companies or banks to finance vehicles for our 
customers, and many of our customers may be unable to obtain financing to purchase a vehicle from another company, therefore 
financing is an essential component of the services that we provide to our customers. As of March 31, 2012, our loan portfolio had a 
total outstanding principal balance of $1.6 billion. We maintain our loan portfolio and related financings on our balance sheet.  

Over the past 20 years, we have developed an integrated business model that consists of vehicle acquisition, reconditioning, 
sales, underwriting and finance, loan servicing, and after sale support. We believe that our model enables us to operate successfully in 
the underserved subprime market. In addition, we believe that our model allows us to systematically open new dealerships in existing 
and new markets throughout the United States.  

Select information regarding our dealerships is as follows:  
  

Our integrated business model is focused on giving our customers the ability to acquire quality used vehicles through six key 
activities:  
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Item 2. Management’s Discussion and Analysis of Financial Condition and Results of Operations 

   Three Months Ended                     
   March 31, 2012   As of March 31, 2012

State   # of Units Sold   
Percent of Unit
Sales Volume   

Number of
Stores    

Number of
Reconditioning

Facilities    
# of Active

Loans    Loan Principal   % of Portfolio 

Texas    4,181        21.8%  18    4    34,733    $ 362,404        23.1% 
Florida    2,557        13.4%  16    2    23,576     247,931        15.8% 
North Carolina    1,706          8.9%  9    1    14,324     161,001        10.4% 
Georgia    1,560          8.1%  7    1    10,764     115,643          7.4% 
Arizona    1,394          7.4%  6    1    11,018     118,199          7.5% 
Tennessee    1,238         6.5%  5   1   4,357     66,152          4.2% 
Virginia    1,060         5.5%  6   1   10,633     109,645          7.0% 
Alabama    828          4.3%  3    0    2,373     32,551          2.1% 
South Carolina    809          4.2%  3    0    3,767     55,666          3.6% 
California    786          4.1%  4    1    7,276     74,472          4.8% 
Nevada    690          3.6%  2    1    6,326     67,792          4.3% 
New Mexico    609          3.2%  3    1    5,435     55,209          3.5% 
Oklahoma    480          2.5%  2    0    2,394     35,997          2.3% 
Indiana    376          2.0%  2    1    903     8,971          0.6% 
Mississippi    309         1.6%  1   0   701     10,132          0.6% 
Colorado    304          1.6%  2    1    3,706     39,642          2.5% 
Ohio    258          1.3%  1    0    341     5,085          0.3% 

      
 

 
 

 
 

 
 

 
 

      
 

      
 

   19,145   100.0%  90   16   142,627    $ 1,566,492     100.0% 
      

 

 

 

 

 

 

 

 

 

      

 

      

 

 

•  Vehicle acquisition. We acquire inventory primarily from used vehicle auctions. Our centralized vehicle selection strategy 
takes into account many factors, including the retail value, age, and costs of buying, reconditioning, and delivering the 
vehicle for resale, along with buyer affordability and desirability. At March 31, 2012, we employed 35 buyers who 
averaged six years of experience with us. For the three months ended March 31, 2012, we purchased 12,501 vehicles from 
over 120 auctions nationwide. 



  

  

  

  

GO Financial  
In December 2011, we launched a new indirect lending line of business, GFC Lending, LLC dba GO Financial (“GO”). GO, 

which is a wholly-owned subsidiary of DTAC, provides subprime auto financing to third-party automobile dealerships, focusing 
primarily in markets where we do not have existing DriveTime dealerships. The third-party automobile dealerships originate retail 
installment sales contracts to finance purchases of vehicles by their customers who have modest incomes and who have experienced 
credit difficulties or have a limited credit history (subprime customers). GO enters into a dealer servicing agreement with each of the 
third-party automobile dealerships whereby, subsequent to verification of a qualifying customer loan, GO advances funds (“Dealer 
Advance”) to the dealership through a non-recourse loan. GO is neither the legal lender nor a named lender on the underlying 
customer loan agreement. Once originated, GO performs the loan servicing of both the Dealer Advance to the dealership and the 
underlying customer loan to the end customer. Another subsidiary of DTAC (“DTCC”) serves as the servicer of the underlying 
customer loans, on behalf of GO. GO has no recourse to the dealerships with respect to customer loan performance. GO has a secured 
interest in each customer loan and the underlying collateral (the vehicle) and receives priority repayment of customer loans from cash 
flows collected by GO from customers.  

The amount of each Dealer Advance from GO to a dealership is dependent upon the vehicle, our credit rating of the dealership 
and the credit quality of the customer, and is a percentage of the amount financed. GO provides the third-party dealership with a 
credit scoring model and underwriting guidelines similar to those used by DriveTime in its direct lending originations. The Dealer 
Advance amount is typically sixty percent (60%) to eighty percent (80%) of the customer loan. The exact amount of each Dealer 
Advance from GO to the dealership varies from loan to loan, based on a predetermined set of risk characteristics. Each individual 
dealership builds discrete pools of 80 loans and Dealer Advances are repaid by the dealerships based on cash flows collected by GO 
from the pool of underlying customer loans.  
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•  Vehicle reconditioning and distribution. Subsequent to acquisition, vehicles are transported to one of our 16 regional 
reconditioning facilities, where we recondition the vehicles and perform a rigorous multi-point inspection for safety and 
operability. On average, we spend approximately $1,500 in reconditioning costs per vehicle sold, including parts and labor. 
Upon passing our quality assurance testing, we determine the distribution of vehicles to our dealerships based on current 
inventory mix and levels, along with sales patterns at each dealership. 

 

•  Vehicle sales and marketing. We focus on selling quality used vehicles with affordable financing terms through our 
extensive network of company-owned dealerships. Vehicle pricing is developed centrally for all dealerships and all regions 
and features our no-haggle pricing. We utilize targeted television, radio, and online advertising programs to promote our 
brand and encourage customers to complete an online credit application and visit our dealerships. Customers are able to 
search our website to view the inventory of our vehicles in their respective regions. Our dealerships are generally located in 
high traffic commercial districts and showcase our DriveTime logos and color schemes. 

 

•  Underwriting and finance. Using information provided as part of the credit application process, our centralized proprietary 
credit scoring system determines a customer’s credit grade and the corresponding minimum down payment and maximum 
installment payment. We monitor the performance of our portfolio and close rates on a real-time basis, allowing us to 
centrally adjust pricing and financing terms to balance sales volumes and loan performance.  

 

•  Loan servicing. We perform all servicing functions for our loan portfolio, from collections through the resale of 
repossessed vehicles. Customers can make cash payments through an electronic payment network at over 3,900 Wal-Mart 
stores and more than 15,000 other locations nationwide. Customers can also make payments through traditional payment 
methods such as check, money order, bill-pay and ACH. Our experienced collection staff utilizes our proprietary collection 
software, which we developed specifically for subprime auto loans. We use behavioral models designed to predict payment 
habits, as well as automated dialer and messaging systems to enhance collection efficiency. We utilize our vehicle 
acquisition and sales expertise in representing repossessed vehicles at auction in order to maximize the recovery value of 
repossessed vehicles.  

 

•  After sale support. After-sale support consists of our DriveCare limited warranty; a 36 month / 36,000 mile warranty, 
including three oil changes a year at Sears Automotive and other locations and 24/7 roadside assistance on each vehicle we 
sell. We self-administer our warranty program through our in-house team of customer service representatives, including 
warranty claim specialists, who are certified mechanics, and our pre-approved vendor network of independent third-party 
repair facilities.  

®



In general terms, each dealer agreement is a form of cash flow sharing arrangement. The dealer agreement assigns the 
responsibilities for administering, servicing, and collecting the amounts due on customer loans from the dealership to GO. The dealer 
agreement states that as cash payments are received from the underlying customer loans, twenty percent (20%) of the cash is allocated 
to GO as a return covering both GO’s interest income on the Dealer Advance and servicing fee related to the customer loan. Eighty 
percent (80%) of the cash is allocated first to repayment of incremental and direct servicing expenses incurred by GO and then 
allocated to the pay down of the Dealer Advance. Once all Dealer Advances within a pool have been repaid in full, the future 
payments received from customers continue to be allocated twenty percent (20%) to GO, however the remaining eighty percent 
(80%), net of any incremental and direct servicing expenses, is allocated to the dealership.  

We believe this indirect lending program will provide an opportunity for independent dealerships to sell additional vehicles to 
customers with subprime credit, and will provide us with incremental profitability to supplement our existing operations.  

First Quarter 2012 Highlights  
  

  

  

  

  

  

Special Note Regarding Forward-Looking Statements  
This report contains “forward-looking statements,” which include information relating to future events, future financial 

performance, strategies, expectations, competitive environment, regulation, and availability of resources. These forward-looking 
statements include, without limitation, statements concerning projections, predictions, expectations, estimates, or forecasts as to our 
business, financial and operational results, and future economic performance; and statements of management’s goals and objectives 
and other similar expressions concerning matters that are not historical facts. Words such as “may,” “should,” “could,” “would,” 
“predicts,” “potential,” “continue,” “expects,” “anticipates,” “future,” “intends,” “plans,” “believes,” “estimates,” and similar 
expressions, as well as statements in future tense, identify forward-looking statements.  

Forward-looking statements should not be read as a guarantee of future performance or results, and will not necessarily be 
accurate indications of the times at, or by, which such performance or results will be achieved. Forward-looking statements are based 
on information available at the time those statements are made or management’s good faith belief as of that time with respect to future 
events, and are subject to risks and uncertainties that could cause actual performance or results to differ materially from those 
expressed in or suggested by the forward-looking statements. Important factors that could cause such differences include, but are not 
limited to:  
  

  

  

  

  

For additional information regarding risks that may cause our actual results to differ materially from any forward-looking 
statements, see the “Risk Factors” section of our Annual Report on Form 10-K, filed with the SEC on March 30, 2012, which 
identifies events and important risk factors that could cause actual results to differ materially from those contained in our forward-
looking statements. Forward-looking statements speak only as of the date the statements are made. You should not put undue reliance 
on any forward-looking statements. We assume no obligation to update forward-looking statements to reflect actual results, changes 
in assumptions, or changes in other factors affecting forward-looking information, except to the extent required by applicable 
securities laws. If we do update one or more forward-looking statements, no inference should be drawn that we will make additional 
updates with respect to those or other forward-looking statements.  
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 •  Total revenue increased 10.5% to $367.8 million, compared to first quarter 2011. 

 •  Unit sales increased 5.8% to 19,145 vehicles sold, compared to first quarter 2011. 

 •  We opened one new store in Pensacola, Florida.  
 •  Originations increased 13.2% to $293.0 million, compared to first quarter 2011. 

 •  GO Financial increased its dealer base to 53 dealers, across 22 states, and funded $5.6 million in dealer advances. 

 
•  We amended our warehouse facility with RBS, extending the termination date to March 2013, with a one year term-out 

feature resulting in a final maturity of March 2014. 

 
•  changes to our business plan that are currently being implemented, and those that may be implemented in the future, may 

not be successful and may cause unintended consequences; 

 
•  interest rates affect our profitability and cash flows and an increase in interest rates will increase our interest expense and 

lower our profitability and liquidity;  
 •  general, wholesale used vehicle auction prices, and economic conditions and their effect on automobile sales;  
 •  seasonal and other fluctuations in our results of operations; 

 •  our ability to complete any pending financing transactions 



Critical Accounting Policies  
For information on critical accounting policies, see “Critical Accounting Policies” in MD&A included in Item 7 of the Annual 

Report on Form 10-K for the year ended December 31, 2011. These policies relate to revenue recognition, allowance for credit losses, 
recovery receivables, valuation of inventory, secured financings, and our limited warranty accrual. In addition, subsequent to 
December 31, 2011, we added revenue recognition for our dealer advance receivables related to our indirect lending line of business 
as a critical accounting policy. This policy is included in Note 4 – Dealer Finance Receivables to our consolidated financial 
statements in Item 1 of this report.  

Factors Affecting Comparability  
We have set forth below selected factors that we believe have had, or can be expected to have, a significant effect on the 

comparability of recent or future results of operations:  

New business line  
In December 2011, we launched GO Financial. GO provides indirect subprime auto financing to non-DriveTime dealers, 

focusing primarily in markets where we do not have existing DriveTime dealerships. This business line was launched during our 
fourth quarter and was not material to our financial results, however in 2012, we expect that GO’s originations of dealer financings 
will continue to grow. Growth of GO will increase our total revenue and portfolio size over time; however, GO is not expected to 
have a significant net impact to our consolidated results for 2012. Further, GO will incur operating expense as it hires personnel, 
organizes and registers in various states with various regulatory authorities, and incurs other costs of doing business thereby 
increasing our general and administrative expenses.  

Modification to Charge-off Policy  
Prior to December 2011, loans were charged-off at 91 days contractually past due. In December 2011, we made a modification 

to our charge-off policy. Under our new policy, we charge-off the entire principal balance of receivables that are contractually 91 or 
more days past due at the end of a month, unless the customer has made a qualifying minimum payment within the previous 30 days 
from month-end, in which case the customer loan would not charge-off until 121 days contractually past due. This change in policy 
was made as a result of a change in delinquency patterns, partially resulting from a fully centralized collections environment, and an 
analysis which indicated that loans which have made a payment within 30 days, are collectible, therefore, should not be charged-off. 
Although the change in policy may cause our delinquencies to be higher than historical rates, we do not expect this change to have a 
significant impact on 2012 charge-offs or the allowance as a percent of principal outstanding.  

Seasonality  
Historically, we have experienced higher revenues in the first quarter of the calendar year than in the last three quarters of the 

calendar year. We believe these results are due to seasonal buying patterns resulting, in part, because many of our customers receive 
income tax refunds during the first quarter of the year, which are a primary source of down payments on used vehicle purchases. Our 
portfolio of finance receivables also has historically followed a seasonal pattern, with delinquencies and charge-offs being the highest 
in the second half of the year, also as a result of our customers having tax refunds available to apply to their loan.  
  

28 



Selected Historical Consolidated Financial and Other Data 

The following table sets forth our selected historical consolidated financial and operating data as of the dates and for the periods 
indicated.  

The following table sets forth our results of operations for the periods indicated:  
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   Three Months Ended  
   March 31,  
   2012    2011    2010  
  ($ in thousands except per unit data)
Consolidated Statement of Operations Data:       

Total revenue   $ 367,838    $ 332,856    $ 297,038  
Total costs and expenses   $ 334,651    $ 291,841    $ 263,405  
Income before income taxes   $ 33,187    $ 41,015    $ 33,633  
Net Income   $ 32,795    $ 40,503    $ 33,283  

Other Financial Data:       

EBITDA    $ 56,141    $ 63,856    $ 62,812  
Adjusted EBITDA   $ 56,179    $ 65,142    $ 63,601  

Dealerships:       

Dealerships in operation at end of period   90     86     79  
Average number of vehicles sold per dealership per month   72     71     69  

Retail Sales:       

Number of used vehicles sold   19,145     18,095     16,303  
Average age of vehicles sold (in years)   5.9     5.0     4.4  
Average mileage of vehicles sold   80,839     73,812     69,208  

Per vehicle sold data:      

Average sales price   $ 15,520    $ 14,649    $ 14,391  
Average cost of vehicle sold   $ 10,298    $ 9,126    $ 8,742  
Average gross margin   $ 5,222    $ 5,523    $ 5,649  
Gross margin percentage   33.6%     37.7%     39.3%  

Loan Portfolio:       

Principal balances originated   $ 292,970    $ 258,645    $ 226,661  
Average amount financed per origination   $ 15,298    $ 14,298    $ 13,912  
Number of loans outstanding—end of period  142,627     139,632     132,642  
Principal outstanding—end of period   $1,566,492    $1,458,026    $1,367,408  
Average principal outstanding—beginning of period   $1,484,085    $1,397,163    $1,325,261  
Average effective yield on portfolio    19.6%     19.9%     19.8%  
Allowance for credit losses as a percentage of portfolio principal   15.1%     14.9%     16.2%  
Portfolio performance data:       

Portfolio delinquencies over 30 days    6.8%     5.4%     4.4%  
Principal charged-off as a percentage of outstanding principal   5.6%     5.4%     5.6%  
Recoveries as a percentage of principal charged-off  45.9%     43.2%     41.5%  
Net charge-offs as a percentage of average principal   3.0%     3.1%     3.3%  

Financing and Liquidity:       

Unrestricted cash and availability   $ 224,075    $ 245,190    $ 86,843  
Ratio of net debt to shareholders’ equity    2.2x     2.1x     2.9x  
Total average debt   $1,189,990    $1,026,175    $1,044,211  
Weighted average effective borrowing rate on total debt   6.1%     7.7%     10.0%  

(1)

(1)

(2)

(3)

(4)

(5)

(6)

(7)
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   March 31,   December 31,  December 31, 
  2012   2011   2010
   ($ in thousands)  

Consolidated Balance Sheet Data:    
Cash and cash equivalents  $ 22,766   $ 25,930   $ 23,677  
Finance receivables    $1,595,658   $1,495,340   $1,408,741  
Allowance for credit losses   $ (237,027)  $ (221,533)  $ (208,000) 
Inventory   $ 131,499   $ 212,247   $ 145,961  
Total assets   $1,776,382   $1,766,829   $1,568,154  
Total debt    $1,182,362   $1,221,380   $1,070,207  
Shareholders’ equity   $ 485,849   $ 457,849   $ 418,767  

(1) See definition of EBITDA and Adjusted EBITDA in Management’s Discussion and Analysis – Non-GAAP discussion 
(2) Average effective yield represents the interest income earned at the contractual rate (stated APR) less the write-off of accrued interest on charged-off loans and amortization 

of loan origination costs (which includes the write-off of unamortized loan origination costs on charged-off loans), plus interest earned on investments held in trust and late 
fees earned. 

(3) Delinquencies are presented on a Sunday-to-Sunday basis, which reflects delinquencies as of the nearest Sunday to period end. Sunday is used to eliminate any impact of 
the day of the week on delinquencies since delinquencies tend to be higher mid-week. 

(4) Net charge-offs as a percentage of average principal outstanding is not annualized due to the seasonality of charge-offs. 
(5) Unrestricted cash and availability consists of cash and cash equivalents plus available borrowings under the portfolio warehouse, residual, and inventory facilities, based on 

assets pledged or available to be pledged to the facilities. 
(6) Net debt is calculated as total debt less restricted cash and investments held in trust securing various debt facilities. Ratio of net debt to shareholders’ equity is calculated as 

net debt divided by total shareholders’ equity. 
(7) Weighted average effective borrowing rate includes the effect of amortization of discounts, debt issuance costs, and unused line fees. 
(8) Finance receivables include principal balances, accrued interest, and capitalized loan origination costs. 
(9) Total debt excludes accounts payable, accrued expenses, and other liabilities. 

(8)

(9)



Results of Operations  
The following table sets forth our results of operations for the periods indicated:  

  

Sales of used vehicles  
Revenue from sales of used vehicles increased during the three months ended March 31, 2012, compared to 2011. The increase 

in revenue was primarily due to a 5.8% increase in sales volume, coupled with a 5.9% increase in the average sales price per vehicle 
sold. The increase in sales volume is primarily attributable to an increase in the average number of stores in operation year over year. 
Since March 31, 2011, we have opened a net of four additional dealerships, which are generating higher volumes on average than 
legacy and closed dealerships. The increase in average sales price per vehicle sold is attributable to an overall increase in the average 
cost of used vehicles sold, primarily as a result of an increase in wholesale used vehicle prices. See also “—Cost of used vehicles 
sold”.  

Interest income  
Interest income increased during the three months ended March 31, 2012, compared to the same period in 2011. This increase is 

primarily due to an increase in our average portfolio principal outstanding, partially offset by a decrease in average portfolio yield. 
Average portfolio principal outstanding increased $108.5 million as of March 31, 2012, compared to 2011. This increase was the 
result of an increase in originations over portfolio run-off. Average effective yield on our receivables portfolio decreased slightly, as a 
result of a decrease in average APR of loans originated since March 31, 2011. See also “-Originations”.  

Dealer Finance and other income  
Dealer Finance and other income represents the finance income recognized on our portfolio of indirect lending activities through 

GO Financial (“GO”) and income recognized on other ancillary products offered by GO to its independent third party dealerships. 
Finance income is recognized utilizing the effective interest method. Our average portfolio of dealer finance receivables for the three 
months ended March 31, 2012 was $0.1 million and we had 53 dealers participating in our indirect lending program at March 31, 
2012. Other income consists of income from GPS devices and service contracts offered by GO dealer participants to their customers 
at time of originating an indirect lending auto loan.  
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Three Months Ended

March 31,

   2012    2011    % Change
   ($ in thousands)
Revenue:       

Sales of Used Vehicles   $297,135    $265,082     12.1%
Interest Income  70,528     67,774       4.1%
Dealer Finance and Other Income  175     —      100.0%

               

Total Revenue   367,838     332,856     10.5%
                

Costs and Expenses:       

Cost of Used Vehicles Sold   197,161     165,127     19.4%
Provision for Credit Losses   60,342     53,332     13.1%
Portfolio Debt Interest Expense   10,354     12,156     (14.8%)
Non-Portfolio Debt Interest Expense  1,043     612     70.4%
Senior Secured Debt Interest Expense   6,606     6,715       (1.6%)
Selling and Marketing   9,470     7,108     33.2%
General and Administrative   44,724     43,433       3.0%
Depreciation Expense   4,951     3,358     47.4%

      
 

      
 

  

Total Costs and Expenses   334,651     291,841     14.7%
 

 
      

 
  

Income Before Income Taxes  33,187     41,015     (19.1%)
Income Tax Expense   392     512     (23.4%)

               

Net Income   $ 32,795    $ 40,503     (19.0%)
     

 
      

 
  



Cost of used vehicles sold  
Total cost of used vehicles sold increased for the three months ended March 31, 2012, compared to 2011. The increase was due 

to a 5.8% increase in the number of vehicles sold and a 12.8% increase in the average cost of vehicles sold. Our cost of vehicles sold 
per unit increased primarily as a result of higher acquisition costs at auction. Wholesale used vehicle prices are higher primarily, due 
to an increased demand for used vehicles, coupled with a decrease in supply of used vehicles nationwide. Acquisition costs are a 
function of the vehicle make, model, and year mix that we acquire, along with vehicle wholesale auction price trends for the segment 
of vehicles that we target for acquisition. The average vehicle age and mileage of vehicles sold in the first quarter of 2012 increased in 
an effort to maintain overall affordability for our customers, which has also increased vehicle reconditioning costs. Reconditioning 
costs have increased in order to maintain similar initial quality of vehicles for our customers, despite an increase in vehicle age and 
mileage.  

Gross margin  
Gross margin total dollars stayed relatively flat at $100.0 million for the three months ended March 31, 2012 and 2011; 

however, gross margin as a percentage of sales revenue decreased to 33.6% from 37.7%, compared to the same period in 2011. The 
decrease in gross margin percentage is primarily attributable to an increase in our “Cost of used vehicles sold” as described above, 
only a portion of which were passed on to our customers through an increase in sales price. Our total cost per vehicle sold increased 
12.8% while our average price per vehicle sold only increased 5.9% for the three months ended March 31, 2012, compared to the 
same period in 2011.  

Provision for credit losses  
Provision for credit losses increased for the three months ended March 31, 2012, compared to the same period in 2011. The 

increase is primarily the result of an increase in the principal balance of loans outstanding as a result of an increase in originations 
over portfolio run-off, in conjunction with a slight increase in allowance for credit losses as a percentage of loan principal.  

Net charge-offs as a percentage of average outstanding principal stayed flat at 3.0% for the three months ended March 31, 2012 
compared to the same period in 2011. Gross principal charged-off increased to 5.6% for the three months ended March 31, 2012, 
compared to 5.4% in 2011. Influencing gross loss rates are general economic conditions including unemployment and 
underemployment rates and wholesale vehicle prices, which have resulted in the sale of an older, higher mileage vehicle coupled with 
longer financing terms to maintain customer payment affordability. Recoveries as a percentage of principal charged-off increased to 
45.9% from 43.2% for the three months ended March 31, 2012, compared to 2011. The improvement in recoveries is due primarily to 
higher auction values stemming from appreciation in the wholesale used vehicle market.  

Portfolio debt interest expense  
Total portfolio debt interest expense decreased for the three months ended March 31, 2012, compared to the same period in 

2011. This decrease is a result of both a decrease in the average amount borrowed under portfolio debt of $124.8 million and a 
decrease in the overall cost of funds of portfolio debt to 4.6% for the three months ended March 31, 2012, compared to 6.3% for 
2011. The decrease in our costs of funds is attributable to lower borrowing costs of our recent securitizations and a decrease in the 
borrowing costs of our warehouse facilities.  

Non-portfolio debt interest expense  
Total non-portfolio debt interest expense increased for the three months ended March 31, 2012, compared to the same period in 

2011. The increase was primarily due to increased borrowings on our inventory line. Borrowings increased as a result of increasing 
the capacity of inventory facility from $50.0 million as of March 31, 2011 to $130.0 million as of March 31, 2012. We increased the 
capacity of our inventory facility in conjunction with the expansion of our dealership base and increases in our front line capacity on 
newly opened dealerships. As a result, the average balance outstanding of non-portfolio debt grew from $58.6 million during the three 
months ended March 31, 2011 to $97.3 million during the three months ended March 31, 2012.  
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Selling and marketing expense  
Selling and marketing expenses increased for the three months ended March 31, 2012, compared to the same period in 2011. 

The increase was due to an increase in our advertising expenses of $2.6 million. Advertising expense increased due to advertising in 
new markets as a result of expansion to new geographic regions, increasing advertising in selected legacy regions, expanding our 
marketing campaigns to include ads in Spanish, and advertising on the radio in 2012. We did not include radio advertising during the 
first quarter of 2011.  

General and administrative expense  
General and administrative expenses increased for the three months ended March 31, 2012, compared to the same period in 

2011, primarily as a result of a general increase in expense related to the number of dealerships and reconditioning centers in 
operation year over year and a corresponding increase in salaries and wages as we increase the number of employees in conjunction 
with our overall expansion.  

Depreciation expense  
Depreciation expense increased for the three months ended March 31, 2012 compared to 2011. This decrease was primarily the 

result of an increase in capital expenditures associated with the expansion of our dealership base and information technology 
infrastructure.  

Net income  
Net income decreased for the three months ended March 31, 2012 compared to the same period in 2011. This decrease is 

primarily attributable to a decrease in gross margin as a percentage of revenue from the sales of used vehicles, combined with an 
increase in provision for loan losses, and an increase in both general and administrative and selling and marketing expenses. These 
were partially offset by an increase in net interest income (interest income less total interest expense), as a result of a larger average 
loan portfolio.  

Originations  
The following table sets forth information regarding our originations for the periods indicated.  

  

We originate loans in conjunction with each vehicle we sell, unless the sale is a cash transaction. The balance on these loans, 
together with accrued interest and unamortized loan origination costs, comprises our portfolio of finance receivables. Our receivables 
are then financed through securitizations and warehouse facilities in order to generate liquidity for our business. See “—Liquidity and 
Capital Resources.”  

The principal amount of loans we originated increased for the three months ended March 31, 2012 compared to the same period 
in 2011. The increase was due to an increase in the number of used vehicles sold, an increase in the average amount financed per loan 
originated as a direct result of an increase in the average sales price per vehicle sold, and a decrease in the average down payment per 
loan originated. Average APR decreased to 20.4% from 20.8% and average term increased by 2.0 months for the three months ended 
March 31, 2012, compared to the same period in 2011, in order to maintain affordability for our customers.  
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Three Months Ended 

March 31,   
Change  2012  2011   

   ($ in thousands except per loan data)     

Amount originated   $ 292,970   $ 258,645   34,325  
Number of loans originated   19,141    18,089   1,062  
Average amount financed per origination   $ 15,298   $ 14,298   $ 987  
Average APR originated  20.4%   20.8%  (0.4%) 
Average term (in months)  57.5    55.5   2.0  
Average down payment per origination   $ 1,230   $ 1,305   $ (75) 
Down payment as a percent of amount financed   8.0%   9.1%  (1.1%) 
Percentage of sales revenue financed   98.6%   97.6%  1.0% 



Receivables portfolio  
The following table shows the characteristics of our finance receivables portfolio for the periods indicated:  

  

  

Finance receivables principal balance, average principal balance and the number of loans outstanding period over period 
increased for the three months ended March 31, 2012 compared to the same period in 2011, due to origination volume exceeding 
portfolio run-off (regular principal payments, payoffs, and charge-offs).  

Delinquencies  
As a percentage of total outstanding loan principal balances, delinquencies over 30 days were 6.8% and 5.4% at March 31, 2012 

and 2011, respectively. The increase in delinquencies is the result of our change in collection strategy for early delinquencies, 
including utilizing dialer technology, coupled with our modification in charge-off policy, which resulted in an additional 0.3% of 
delinquencies as of March 31, 2012 (see “-Factors Affecting Comparability, Modification to Charge-off Policy”). Further influencing 
delinquencies is the effects of the current economic environment, including high unemployment and underemployment. As a result, 
we anticipate delinquencies to be relatively higher than our historical rates.  
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  As of and for the    
   Three Months Ended March 31,   

Change     2012   2011   
   ($ in thousands except per loan data)     

Principal balance receivable, end of period  $ 1,566,492  $ 1,458,026   $108,466  
Average principal balance  $ 1,484,085  $ 1,397,163   $ 86,922  
Number of loans outstanding, end of period   142,627    139,632    2,995  
Average remaining principal per loan, end of period   $ 10,983   $ 10,442   $ 541  
Weighted Average APR of contracts outstanding   20.6%   21.0%   (0.40)% 
Average age per loan (in months)   15.1    15.5    (0.40) 
Delinquencies over 30 days   6.8%*   5.4%   1.4% 

* includes delinquencies 91-120 days past due of 0.3% 



Liquidity and Capital Resources  
General  

We require capital for the purchase of inventory, to provide financing to our customers, for working capital and for general 
corporate purposes, including the purchase of property and equipment, and to open new dealerships and reconditioning facilities.  

We have historically funded our capital requirements primarily through operating cash flow, portfolio warehouse facilities, 
securitizations, PALP financings, term facilities, inventory and other revolving debt facilities, real estate mortgage financing, and 
other notes payable (including senior secured notes, junior secured notes, senior unsecured notes, and subordinated notes).  

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

  

  

  

  

  

For additional details and terms regarding these debt instruments, see Note 5—Debt Obligations to our condensed consolidated 
financial statements included in Item 1 of this report.  

Our warehouse facilities include certain favorable terms and conditions, including (i) the inability of the lender to subjectively 
lower collateral values and effectively lower the advance rate; (ii) limited recourse; and (iii) limited foreclosure rights upon a default. 

We actively manage utilization of our various funding sources as we seek to minimize borrowing costs through drawing on our 
lower cost facilities and minimizing unused line fees, while at the same time balancing the effective advance rates and liquidity 
generated by each of the credit facilities in order to meet our funding needs. The effective advance rates on our portfolio warehouse 
and term financings are based on the outstanding principal balance of the loans we originate. However, our initial investment in the 
loans we originate is lower than the original principal balance of the loans.  
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•  Portfolio term financings including asset backed securitizations, and a term residual facility, both of which offer fixed rate 

secured financing for our receivables portfolio.  
 •  Portfolio warehouse facilities including agreements with four different institutional lenders.  
 •  Senior Secured Notes due 2017. 

 
•  Other secured notes payable including a revolving inventory facility, a mortgage loan for our operations call center in 

Mesa, Arizona, and other notes and capital leases secured by property and equipment. 

 •  Operating leases for the majority of our dealerships, reconditioning centers, operations facilities and our corporate offices. 



Recent financing and cash flow transactions  
In March 2012, we amended our warehouse facility with RBS. The amendment extended the termination date to March 2013, 

with a one year term-out feature resulting in a final maturity of March 2014, decreased the interest rate, and removed the requirement 
that DTAC maintain a demand note in favor of the lender.  

In April 2012, we executed a credit facility agreement with Wells Fargo with maximum borrowings of $25.0 million, secured by 
certain real property owned by the Company. The termination date of the facility is October 2020.  

In April 2012, we completed a securitization transaction (2012-1) by issuing $235.0 million of asset backed securities. All of the 
bonds, collateralized by approximately $300.0 million of finance receivables, were sold to third parties. The asset backed securities 
were rated by Standard and Poors (S&P) and DBRS and are structured in four tranches without external credit enhancement from a 
monoline insurer. The initial weighted average coupon of these four tranches was 3.50%. This transaction has been accounted for as a 
secured financing transaction.  

Liquidity  
The following is a summary of total available liquidity, consisting of unrestricted cash and current availability under our 

portfolio warehouse and inventory facilities for the periods indicated:  
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   March 31,    December 31,    March 31,  
   2012    2011    2011  
       (In thousands)     

Unrestricted cash   $ 22,766    $ 25,930    $ 23,175  
Portfolio warehouse facilities   199,893    148,837     212,017  
Inventory facility  1,416   55,500     10,000  

                   

Total liquidity   $224,075    $ 230,267    $245,192  
     

 
     

 
      

 



The following table presents a summary of our access to liquidity under our portfolio warehouse facilities and our 
inventory facility based on collateral pledged as of March 31, 2012:  

  

Changes in liquidity  
Changes in liquidity are affected by increases and decreases to our operating cash flow, changes in advance rates on our 

portfolio warehouse facilities, capacity of our portfolio warehouse and inventory facilities, portfolio term financings, and changes in 
other notes payable. The following is a summary of changes in liquidity for each period presented:  
  

Our liquidity for the three months ended March 31, 2012 decreased $6.2 million, from $230.3 million at December 31, 2011, to 
$224.1 million at March 31, 2012. This decrease was primarily the result of a decrease in cash and cash equivalents combined with a 
decrease in availability under our revolving inventory facility. These decreases were partially offset by an increase in portfolio 
warehouse availability. The decrease in availability under our inventory facility is a result of a decrease in inventory borrowing base 
which is directly correlated to a decrease in our inventory levels. The increase in availability in our warehouse facilities is directly 
related to an increase in originations.  
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Facility
Amount    

Amount
Drawn    

Unused
Facility 
Amount    

Borrowing 
Base    

Amount 
Drawn    

Total
Availability 

   (In thousands)    (In thousands)  

Deutsche Bank warehouse facility   $150,000    $ 61,300    $ 88,700    $ 73,137    $ 61,300    $ 11,837
Wells Fargo warehouse facility    150,000    62,000    88,000    66,678     62,000    4,678
RBS warehouse facility    125,000    53,100    71,900    68,439     53,100    15,339
UBS warehouse facility    125,000   52,792   72,208   66,544     52,792    13,752
DTAC receivables    N/A   N/A   N/A   154,287     N/A    154,287

                                       

Total portfolio warehouse facilities   $550,000    $229,192    $ 320,808    $429,085    $229,192    $199,893  
Inventory facility    130,000    70,110    59,890    71,526     70,110    1,416  

                                          

  $680,000    $299,302    $380,698    $500,611    $299,302    201,309  
      

 
      

 
      

 
      

 
      

 
  

Unrestricted cash             22,766  
                

Total cash and availability             $224,075  
                

 

Excludes $5.0 million of warehouse cash collections per borrowing base definition. 
Assumes collection and reserve amounts on deposit of $4.5 million are used to pay down amount drawn.  
Assumes collection and reserve amounts on deposit of $4.7 million are used to pay down amount drawn.  
Excludes $2.9 million of warehouse cash collections per borrowing base definition. 
Includes $269.8 million of unpledged qualifying receivables that can be pledged immediately and bring total borrowing to our 
maximum capacity. The borrowing base is the lesser of total eligible collateral multiplied by the applicable advance rate and the 
facility amount.  

   
Three Months ended

March 31,  
   2012   2011  
   (In thousands)  

Liquidity—beginning of period   $230,267   $145,837  
Net (decrease) in cash and cash equivalents  (3,164) (502) 
Increase in portfolio warehouse availability  51,056  99,857  
(Decrease) in inventory facility availability   (54,084)  —  

           

Liquidity—end of period  $224,075  $245,192  
     

 
    

 

(1)

(4)

(3)

(2)

(5)

(1)

(2)

(3)

(4)

(5)



Cash flows  
Operating activities  

For the three months ended March 31, 2012, net cash provided by operating activities was $57.3 million, as compared to $43.8 
million for the three months ended 2011. The increase in cash provided by operating activities was primarily attributable to a larger 
seasonal reduction in inventory levels than in the prior year, which was partially offset by an increase in net originations over 
portfolio run-off (collections and recoveries).  

Investing activities  
For the three months ended March 31, 2012, net cash used in investing activities decreased to $5.2 million from $8.8 million for 

the same period in 2011. This decrease was a result of a decrease in cash used to purchase property and equipment for new 
dealerships and remodeling existing dealerships. In the first quarter of 2012 we opened one new store and seven stores were under 
development. In the first quarter of 2011 we purchased a property for a reconditioning facility, we opened one new store, and eight 
stores were under development.  

Financing activities  
For the three months ended March 31, 2012, net cash used in financing activities increased to $55.3 million, compared to $35.5 

million for the same period in 2011. The increase in cash used in financing activities is a result of using additional cash generated by 
operating activities to pay down revolving debt and dividend distributions paid to shareholders in 2012.  

Senior Secured Notes Collateral  
Our Senior Secured Notes require us to maintain a collateral coverage ratio of 1.5x of the aggregate principal amount of 

outstanding Senior Secured Notes. The following is the calculation of the collateral coverage ratio as of March 31, 2012. This 
calculation is not meant to portray a GAAP summary of collateral but rather a summary of collateral as it resides legally within the 
Guarantor Subsidiaries, Non-Guarantor Subsidiaries, and Co-Issuers of the Senior Secured Notes.  
  

Impact of New Accounting Pronouncements  
For a discussion of recent accounting pronouncements applicable to us, see Note 12—Recent Accounting Pronouncements to 

our condensed consolidated financial statements included in Item 1 of this report.  
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   As of March 31, 2012  

   
Guarantor

Subsidiaries   

Non- 
Guarantor 

Subsidiaries   Co-Issuers    Total  
   ($ In thousands)  

Collateral Amounts         

Net Receivables Value   $ —   $ 152,704    $302,127    $454,831  
Net Inventory Value    39,986    —     —    39,896  
Cash Equivalents    —    —     —    —  

 
 

 
 

      
 

  
 

Total Collateral Amount  $ 39,986   $ 152,704    $302,127    $494,727  
                            

12.625% Senior Secured Notes         200,000  
Collateral Coverage Ratio         2.5 x  

          
 

Receivables Value equals 85% of the finance receivables (including accrued interest and capitalized loan costs) minus debt 
(exclusive of Senior Secured Notes) collateralized by finance receivables (including accrued interest) plus cash equivalents 
securing such debt. The 12.625% Senior Secured Notes are excluded from this calculation. 
Net Inventory Value equals 85% of the book value of inventory pledged as collateral minus debt obligations (including accrued 
interest) secured by inventory. The 12.625% Senior Secured Notes are excluded from this calculation.  
Cash equivalents equal cash and equivalents pledged directly to secure the Senior Secured Notes.  

(1)

(2)

(3)

(1)

(2)

(3)



Off-Balance Sheet Arrangements  
We do not have any off-balance sheet arrangements other than operating leases (see below) that have or are reasonably likely to 

have a material effect on our financial condition, changes in financial condition, revenues or expenses, results of operations, liquidity, 
capital expenditures, or capital resources.  

We lease the majority of our dealership and reconditioning facilities under operating leases. See “—Liquidity and Capital 
Resources—Operating Leases” for more information.  

Impact of Inflation  
Inflation generally results in higher interest rates on our borrowings, which could decrease the profitability of our existing 

portfolio to the extent we have variable rate debt and could decrease profitability of our future originations if we are not able to pass 
the increase on to our customers. We seek to limit the risk of increasing borrowing costs:  
  

  

The used vehicle market has experienced strong appreciation in used vehicle wholesale prices over the past couple of years. The 
appreciation resulted, in part, from a reduced supply of used vehicles in the market due to a decline in new car industry sales coupled 
with a decrease in used vehicle trade-in activity compared with pre-recession levels. Higher wholesale values increased our vehicle 
acquisition and related costs. In addition, we increased the age and mileage of vehicles we sell in order to maintain affordability for 
the customer. These increased costs led to an increase in our average selling price for used vehicles; however, we chose to only pass a 
portion of these costs to our customers in order to maintain affordability for our customers. Higher wholesale values also improved 
our recovery values as a percentage of principal charged-off.  
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•  through our portfolio term financings, which allowed us to fix a portion of our borrowing costs and generally match the 

term of the underlying finance receivables, and  

 
•  by increasing the interest rate charged for loans originated at our dealerships (if allowed under applicable law) while 

maintaining affordability of the customers’ payment. 



Non-GAAP Discussion  
EBITDA and Adjusted EBITDA, which we refer to as the non-GAAP financial measures, are supplemental measures of our 

performance that are not required by, or presented in accordance with, generally accepted accounting principles in the United States 
(“GAAP”). The non-GAAP financial measures are not measures of our financial performance under GAAP and should not be 
considered as an alternative to GAAP net income (loss) or any other performance measures derived in accordance with GAAP.  

We present non-GAAP financial measures because we consider them to be important supplemental measures of our operating 
performance. All of the adjustments made in our calculation of the non-GAAP financial measures are adjustments to items that 
management does not consider to be reflective of our core operating performance. Management considers our core operating 
performance to be that which can be affected by our managers in any particular period through their management of the resources that 
affect our underlying revenue and profit generating operations during that period.  

However, because these non-GAAP financial measures are not recognized measurements under GAAP, when analyzing our 
operating performance investors should use these non-GAAP financial measures in addition to, and not as an alternative for, net 
income, operating income, or any other performance measure presented in accordance with GAAP, or as an alternative to cash flow 
from operating activities or as a measure of our liquidity. Because not all companies use identical calculations, our presentation of 
these non-GAAP financial measures may not be comparable to similarly titled measures of other companies.  

Because of these limitations, EBITDA and Adjusted EBITDA and other non-GAAP financial measures should not be considered 
as discretionary cash available to us to reinvest in the growth of our business. You should compensate for these limitations by relying 
primarily on our GAAP results and using these non-GAAP financial measures supplementally.  

EBITDA represents net income (loss) before income tax expense, total interest expense (secured and unsecured) and 
depreciation expense. Adjusted EBITDA represents EBITDA plus store closing costs, a legal settlement, non-cash compensation 
expense, Nevada sales tax liability, restricted stock compensation expense, IPO expense, less gain on extinguishment of debt, net.  

In evaluating EBITDA and Adjusted EBITDA, you should be aware that in the future we may incur expenses similar to the 
adjustments described above. Our presentation of EBITDA and Adjusted EBITDA should not be construed as an inference that our 
future results will be unaffected by expenses that are unusual, non-routine, or non-recurring. EBITDA and Adjusted EBITDA have 
limitations as an analytical tool, and you should not consider it in isolation, or as a substitute for analysis of our results as reported 
under GAAP. Some of these limitations are that it does reflect:  
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 •  cash expenditures for capital expenditures or contractual commitments; 

 •  changes in, or cash requirements for, our working capital requirements; 

 •  interest expense, or the cash requirements necessary to service interest or principal payments on our indebtedness; 

 •  the cost or cash required to replace assets that are being depreciated or amortized; and 

 
•  the impact on our reported results of earnings or charges resulting from items accounted for in the GAAP measure from 

which EBITDA and Adjusted EBITDA is derived. 



The following table presents data relating to EBITDA and Adjusted EBITDA, which are non-GAAP measures, for the periods 
indicated:  
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Three Months Ended

March 31,  
   2012   2011    2010  
    (In thousands)   

Net income:   $32,795   $ 40,503    $33,283  
Plus EBITDA adjustments:      

Income tax expense    392    512    350  
Total interest expense   18,003    19,483    25,741  
Depreciation expense   4,951    3,358    3,438  

      
 

     
 

      

EBITDA   56,141    63,856    62,812  
 

 
     

 
  

 

Store closing costs    276    219    226  
Non-cash Compensation expense   —      —      563  
Sales Tax Refund Adjustments   (703)   137    —   
Restricted Stock Compensation expense    465    930    —   

      
 

     
 

      

Adjusted EBITDA   $56,179   $ 65,142    $63,601  
      

 

     

 

      

 

(1) Store closing costs represent ongoing costs to close stores in 2008 and 2009 related to downsizing (and do not include stores 
closed in the normal course of business). 

(2) Non-cash compensation expense related to an employment agreement between Mr. Garcia and Mr. Fidel, which expired in June 
2010. 

(3) Represents non-cash adjustments to sales tax refunds related to loans charged-off in prior periods. 
(4) Represents compensation expense related to a restricted stock agreement between the Company and Mr. Fidel. 

(1)

(2)

(3)

(4)



There have been no material changes to our market risk since December 31, 2011. For information on our exposure to market 
risk, refer to “Management’s Discussion and Analysis of Financial Condition and Results of Operations” contained in our Form 10-K, 
filed with the SEC on March 30, 2012.  
  

Evaluation of Disclosure Controls and Procedures  
Based on their evaluation as of the end of the period covered by this Quarterly Report on Form 10-Q,the Chief Executive Officer 

and Chief Financial Officer have concluded that the disclosure controls and procedures (as defined in Rules 13a-15(e) and 15d-15(e) 
of the Securities Exchange Act of 1934) are effective to ensure that information required to be disclosed by the Company in reports 
that we file or submit under the Securities Exchange Act of 1934 is recorded, processed, summarized and reported within the time 
periods specified in SEC rules and forms. Additionally, our disclosure controls and procedures were also effective in ensuring that 
information required to be disclosed by the Company in the reports we file or subject under the Securities Exchange Act of 1934 is 
accumulated and communicated to our management, including the Chief Executive Officer and Chief Financial Officer, to allow 
timely decisions regarding required disclosures.  

Change in Internal Control over Financial Reporting  
There has been no change in our internal control over financial reporting (as defined in Rules 13a-15(f) and 15d-15(f) of the 

Exchange Act) during the quarter ended March 31, 2012, that has materially affected, or is reasonably likely to materially affect, our 
internal control over financial reporting.  

PART II. OTHER INFORMATION  
  

The description of our material pending legal proceedings is set forth in Note 9—Commitments and Contingencies to our 
condensed consolidated financial statements included in Item 1 of this report and is incorporated herein by reference.  
  

In connection with information set forth in this quarterly report on Form 10-Q, the factors discussed under “Risk Factors” in our 
Form 10-K filed with the SEC on March 30, 2012, should be considered. These risks could materially and adversely affect our 
business, financial condition, and results of operations. There have been no material changes to the factors discussed in our Form 10-
K.  
  

Recent sales of unregistered securities  
None  

Purchases of equity securities by the issuer and affiliated purchasers  
None  

  

None  
  

None  
  

None  
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Item 6. Exhibits 

Exhibit #  Description of Document

  3.1.1 

  

Amended and Restated Certificate of Incorporation of Ugly Duckling Corporation (former 
name of DriveTime Automotive Group, Inc.) (incorporated by reference to Exhibit 3.1.1 to our 
Registration Statement on Form S-4/A filed on October 19, 2010)

  3.1.2.1 

  

Articles of Incorporation of DriveTime Acceptance Corporation (former name of DT 
Acceptance Corporation) (incorporated by reference to Exhibit 3.1.2.1 to our Registration 
Statement on Form S-4/A filed on October 19, 2010)

  3.1.2.2 

  

Articles of Amendment to the Articles of Incorporation of DriveTime Acceptance Corporation 
(former name of DT Acceptance Corporation) (incorporated by reference to Exhibit 3.1.2.2 to 
our Registration Statement on Form S-4/A filed on October 19, 2010)

  3.1.3 
  

Articles of Incorporation of DriveTime Car Sales Company, LLC (incorporated by reference 
to Exhibit 3.1.3 to our Registration Statement on Form S-4/A filed on October 19, 2010)

  3.1.4 

  

Articles of Incorporation of DriveTime Sales and Finance Company, LLC (incorporated by 
reference to Exhibit 3.1.4 to our Registration Statement on Form S-4/A filed on October 19, 
2010)

  3.1.5 
  

Articles of Incorporation of DT Credit Company, LLC (incorporated by reference to Exhibit 
3.1.5 to our Registration Statement on Form S-4/A filed on October 19, 2010)

  3.1.6 
  

Articles of Incorporation of DT Jet Leasing, LLC (incorporated by reference to Exhibit 3.1.6 
to our Registration Statement on Form S- 4/A filed on October 19, 2010)

  3.2.1 

  

By-laws of Ugly Duckling Corporation (former name of DriveTime Automotive Group, Inc.) 
(incorporated by reference to Exhibit 3.2.1 to our Registration Statement on Form S-4/A filed 
on October 19, 2010)

  3.2.2 

  

Bylaws of DriveTime Acceptance Corporation (former name of DT Acceptance Corporation) 
(incorporated by reference to Exhibit 3.2.2 to our Registration Statement on Form S-4/A filed 
on October 19, 2010)

  3.2.3 
  

Operating Agreement of DriveTime Car Sales Company, LLC (incorporated by reference to 
Exhibit 3.2.3 to our Registration Statement on Form S-4/A filed on October 19, 2010)

  3.2.4 

  

Operating Agreement of DriveTime Sales and Finance Company, LLC (incorporated by 
reference to Exhibit 3.2.4 to our Registration Statement on Form S-4/A filed on October 19, 
2010)

  3.2.5 
  

Operating Agreement of DT Credit Company, LLC (incorporated by reference to Exhibit 3.2.5 
to our Registration Statement on Form S-4/A filed on October 19, 2010)

  3.2.6 
  

Operating Agreement of DT Jet Leasing, LLC (incorporated by reference to Exhibit 3.2.6 to 
our Registration Statement on Form S- 4/A filed on October 19, 2010)

  4.1.1 

  

Indenture governing 12.625% Senior Secured Notes due 2017, including the form of 12.625% 
Senior Secured Notes due 2017, among DriveTime Automotive Group, Inc., DT Acceptance 
Corporation, DriveTime Car Sales Company, LLC, DriveTime Sales and Finance Company, 
LLC, DT Credit Company, LLC, DT Jet Leasing, LLC and Wells Fargo Bank, National 
Association, dated as of June 4, 2010 (incorporated by reference to Exhibit 3.1.1 to our 
Registration Statement on Form S-4/A filed on October 19, 2010)



Exhibit #  Description of Document

  4.1.2 

  

First Supplemental Indenture governing 12.625% Senior Secured Notes due 2017, dated as of 
September 20, 2010, among DriveTime Automotive Group, Inc., DT Acceptance Corporation, 
Approval Services Company, LLC and Wells Fargo Bank, National Association, as Trustee. 
(incorporated by reference to Exhibit 4.1.2 to our Registration Statement on Form S-4/A filed 
on October 19, 2010)

  4.1.3 

  

Second Supplemental Indenture, dated as of August 16, 2011, by and among DriveTime 
Automotive Group, Inc., DT Acceptance Corporation, Wells Fargo Bank, National 
Association and Go Financial Company LLC (incorporated by reference to Exhibit 4.1 to our 
Current Report on Form 8-K filed on August 22, 2011)

  4.1.4 

  

Third Supplemental Indenture, dated as of October 6, 2011, by and among DriveTime 
Automotive Group, Inc., DT Acceptance Corporation, Wells Fargo Bank, National 
Association and DriveTime Ohio Company, LLC (incorporated by reference to Exhibit 4.1 to 
our Current Report on Form 8-K filed on October 13, 2011)

  4.2.1 

  

Security Agreement dated as of June 4, 2010, among DT Acceptance Corporation, DriveTime 
Automotive Group, Inc., DriveTime Car Sales Company, LLC, and Wells Fargo Bank, 
National Association, as collateral agent. (incorporated by reference to Exhibit 4.1.3 to our 
Registration Statement on Form S-4/A filed on February 2, 2011) †

  4.2.2 

  

Supplement No. 1 dated as of October 28, 2011 to the Security Agreement dated as of June 4, 
2010, among DriveTime Automotive Group, Inc., DT Acceptance Corporation, DriveTime 
Car Sales Company, LLC, and Wells Fargo Bank, National Association or the Secured Parties 
(incorporated by reference to Exhibit 4.1 to our Current Report on Form 8-K filed on 
November 3, 2011)

  4.3 

  

Pledge Agreement dated as of June 4, 2010, between DT Acceptance Corporation and Wells 
Fargo Bank, National Association, as collateral agent. (incorporated by reference to Exhibit 
4.1.4 to our Registration Statement on Form S-4/A filed on February 2, 2011)†

  4.4 

  

Pledge Letter dated as of August 2, 2010, amending the Pledge Agreement dated as of June 4, 
2010. (incorporated by reference to Exhibit 4.1.5 to our Registration Statement on Form S-4/A 
filed on February 2, 2011)

  4.5 

  

Intercreditor Agreement, dated as of June 4, 2010, among Santander Consumer USA Inc. and 
Manheim Automotive Financial Services, Inc. as First Priority Creditors, Wells Fargo Bank, 
National Association, as Collateral Agent and Second Priority Representative for the Second 
Priority Secured Parties (as defined therein), and as Trustee for the Holders (as defined 
therein), DriveTime Automotive Group, Inc., DriveTime Sales and Finance Company, LLC, 
DriveTime Car Sales Company, LLC, and DT Acceptance Corporation, and each of the other 
Loan Parties party thereto. (incorporated by reference to Exhibit 4.1.6 to our Registration 
Statement on Form S-4/A filed on February 2, 2011)

  4.6 

  

Registration Rights Agreement, dated June 4, 2010, among DriveTime Automotive Group, 
Inc., DT Acceptance Corporation, DriveTime Car Sales Company, LLC, DriveTime Sales and 
Finance Company, LLC, DT Credit Company, LLC, DT Jet Leasing, LLC, Jefferies & 
Company, Inc., RBS Securities Inc. and UBS Securities LLC (incorporated by reference to 
Exhibit 4.2 to our Registration Statement on Form S-4/A filed on October 19, 2010)

  4.7 

  

Registration Rights Agreement, dated June 6, 2011, by and among DT Acceptance 
Corporation, DriveTime Automotive Group, Inc., DriveTime Sales and Finance Company, 
LLC, DriveTime Car Sales Company, LLC, DT Credit Company, LLC, DT Jet Leasing, LLC, 
Approval Services Company, LLC and RBS Securities Inc. (incorporated by reference to 
Exhibit 10.1 to our Form 8-K filed on June 10, 2011)

  31.1 
  

Certification of Chief Executive Officer, as adopted pursuant to Section 302 of the Sarbanes-
Oxley Act of 2002 *

  31.2 
  

Certification of Chief Financial Officer, as adopted pursuant to Section 302 of the Sarbanes-
Oxley Act of 2002 *

  32.1 
  

Certification of Chief Executive Officer and Chief Financial Officer pursuant to 18 U.S.C. 
Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002 **
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101.INS   XBRL Instance Document**

101.SCH   XBRL Taxonomy Extension Schema Document**

101.CAL  XBRL Taxonomy Extension Calculation Linkbase Document**

101.DEF   XBRL Taxonomy Extension Definition Linkbase Document**

101.LAB  XBRL Taxonomy Extension Label Linkbase Document**

101.PRE   XBRL Taxonomy Extension Presentation Linkbase Document**

* Filed herewith. 

**Furnished herewith. 

† Portions of this exhibit have been omitted and filed separately with the Securities and Exchange Commission in accordance with an 
order granting confidential treatment pursuant to the Securities Exchange Act of 1934, as amended. 



SIGNATURES 

Pursuant to the requirements of the Securities Exchange Act of 1934, the Registrant has duly caused this report to be signed on 
its behalf by the undersigned, thereunto duly authorized.  
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  DRIVETIME AUTOMOTIVE GROUP, INC.

Date: May 11, 2012   By: /s/ Mark G. Sauder
   Name: Mark G. Sauder
   Title: Chief Financial Officer & Executive VP

  DT ACCEPTANCE CORPORATION

Date: May 11, 2012   By: /s/ Mark G. Sauder
   Name: Mark G. Sauder
   Title: Chief Financial Officer & Executive VP



EXHIBIT 31.1 

CERTIFICATION  

I, Raymond C. Fidel, certify that:  
  

  

  

  

  

  

  

  

  

a) All significant deficiencies and material weaknesses in the design or operation of internal control over financial 
reporting which are reasonably likely to adversely affect the registrant’s ability to record, process, summarize and report 
financial information; and  

b) Any fraud, whether or not material, that involves management or other employees who have a significant role in the 
registrant’s internal control over financial reporting.  

  

1. I have reviewed this quarterly report on Form 10-Q of DriveTime Automotive Group, Inc. and DT Acceptance Corporation. 

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact 
necessary to make the statements made, in light of the circumstances under which such statements were made, not misleading 
with respect to the period covered by this report. 

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all 
material respects the financial condition, results of operations and cash flows of the registrant as of, and for, the periods 
presented in this report. 

4. The registrant’s other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures 
(as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in 
Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and we have: 

 
a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under 

our supervision, to ensure that material information relating to the registrant, including its consolidated subsidiaries, is 
made known to us by others within those entities, particularly during the period in which this report is being prepared; 

 
b) Designed such internal control over financial reporting, or caused such internal control over financial reporting to be 

designed under our supervision, to provide reasonable assurance regarding the reliability of financial reporting and the 
preparation of financial statements for external purposes in accordance with generally accepted accounting principles; 

 
c) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our 

conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the period covered by this 
report based on such evaluation; and 

 
d) Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the 

registrant’s most recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has 
materially affected, or is reasonably likely to materially affect, the registrant’s internal control over financial reporting. 

5. The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of internal control over 
financial reporting, to the registrant’s auditors and the audit committee of the registrant’s board of directors (or persons 
performing the equivalent function): 

Date: May 11, 2012 By: /s/ Raymond C. Fidel
  Raymond C. Fidel
  Chief Executive Officer and President



EXHIBIT 31.2 

CERTIFICATION  

I, Mark G. Sauder, certify that:  
  

  

  

  

  

  

  

  

  

  

  

  

1. I have reviewed this quarterly report on Form 10-Q of DriveTime Automotive Group, Inc. and DT Acceptance Corporation. 

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact 
necessary to make the statements made, in light of the circumstances under which such statements were made, not misleading 
with respect to the period covered by this report. 

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all 
material respects the financial condition, results of operations and cash flows of the registrant as of, and for, the periods 
presented in this report. 

4. The registrant’s other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures 
(as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in 
Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and we have: 

 
a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under 

our supervision, to ensure that material information relating to the registrant, including its consolidated subsidiaries, is 
made known to us by others within those entities, particularly during the period in which this report is being prepared; 

 
b) Designed such internal control over financial reporting, or caused such internal control over financial reporting to be 

designed under our supervision, to provide reasonable assurance regarding the reliability of financial reporting and the 
preparation of financial statements for external purposes in accordance with generally accepted accounting principles; 

 
c) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our 

conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the period covered by this 
report based on such evaluation; and 

 
d) Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the 

registrant’s most recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has 
materially affected, or is reasonably likely to materially affect, the registrant’s internal control over financial reporting. 

5. The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of internal control over 
financial reporting, to the registrant’s auditors and the audit committee of the registrant’s board of directors (or persons 
performing the equivalent function): 

 
a) All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting 

which are reasonably likely to adversely affect the registrant’s ability to record, process, summarize and report financial 
information; and 

 
b) Any fraud, whether or not material, that involves management or other employees who have a significant role in the 

registrant’s internal control over financial reporting. 

Date: May 11, 2012 By: /s/ Mark G. Sauder
  Mark G. Sauder
  Chief Financial Officer and Executive VP



EXHIBIT 32.1 

Certification Pursuant to  
18 U.S.C. Section 1350,  
as Adopted Pursuant to  

Section 906 of the Sarbanes-Oxley Act of 2002  

This certification is not deemed filed pursuant to the Securities Exchange Act of 1934, as amended, and does not constitute a part of 
the Quarterly Report of DriveTime Automotive Group, Inc. and DT Acceptance Corporation on Form 10-Q for the period ending 
March 31, 2012 as filed with the Securities and Exchange Commission on the date hereof (the “Report”).  

In connection with the Report, we, Raymond C. Fidel, as Chief Executive Officer and President of DriveTime Automotive Group, 
Inc. and DT Acceptance Corporation, and Mark G. Sauder, as Chief Financial Officer of DriveTime Automotive Group, Inc. and DT 
Acceptance Corporation, hereby certify, pursuant to 18 U.S.C. §1350, as adopted pursuant to § 906 of the Sarbanes-Oxley Act of 
2002, to the best of our knowledge, respectively, that:  
  

  

  

  

 (1) The Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934; and 

 
(2) The information contained in the Report fairly presents, in all material respects, the financial condition and results of 

operations of DriveTime Automotive Group, Inc. and DT Acceptance Corporation. 

Dated: May 11, 2012   By: /s/ Raymond C. Fidel
  Raymond C. Fidel
  Chief Executive Officer and President

Dated: May 11, 2012   By: /s/ Mark G. Sauder
  Mark G. Sauder
  Chief Financial Officer and Executive VP
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