Offering Memorandum Confidential

$200,000,000

DriveTime’

12.625% Senior Secured Notes due 2017
Offering Price: 98.854%

DriveTime Automotive Group, Inc. and DT Acceptance Corporation are offering $163.0 million aggregate principal amount of 12.625%
senior secured notes due 2017 (the “notes™) for cash. In addition, simultaneously with this offering, an affiliate of our sole shareholder will
exchange $35.0 million in aggregate principal amount of our subordinated notes and our President and Chief Executive Officer will exchange
$2.0 million in aggregate principal amount of our junior secured notes for $37.0 million aggregate principal amount of notes of the same
series as the notes offered hereby. See “The Offering—Notes Offered” and “Use of Proceeds.” Set forth below is a summary of the terms of
the notes. For more detail, see “Description of the Notes.”

Use of Proceeds — The proceeds from the notes will be used to repay existing indebtedness and to pay related fees and expenses.

Interest — The notes have a fixed annual interest rate of 12.625%, which will be paid semiannually on June 15, and December 15,
commencing December 15, 2010.

Maturity — June 15, 2017.

Guarantees — The notes will be unconditionally guaranteed on a senior secured basis by certain of our existing and future domestic restricted
subsidiaries. The guarantees will rank senior in right of payment to all existing and future subordinated indebtedness of these subsidiaries and
equal in right of payment with all existing and future senior indebtedness of these subsidiaries.

Security — The notes and the guarantees will have (i) a first priority lien on certain auto loans, on residual property rights with respect to auto
loans securing other financings, and on residual equity interests in certain special purpose financing subsidiaries of the Issuers and (ii) a
second priority lien on automobiles and other vehicles held as inventory.

Ranking — The notes will rank senior in right of payment to all existing and future subordinated indebtedness and equal in right of payment
with all other existing and future senior indebtedness but will be effectively senior to all future unsecured senior indebtedness and unsecured
trade credit with respect to assets pledged as collateral for the notes or guarantees, but junior to our securitizations and other secured
financings to the extent of collateral securing those other financings, and effectively junior to liabilities at our subsidiaries that are not
guaranteeing the notes.

Optional Redemption — We may, at our option, redeem the notes at any time prior to June 15, 2014 at the make-whole price set forth in this
offering memorandum. We may, at our option, redeem the notes at any time after June 15, 2014, at the prices set forth under “Description of
the Notes.”

Prior to June 15, 2013, we may redeem up to 35% of the outstanding notes with the proceeds of certain equity offerings as long as at least
65% of the aggregate principal amount of notes remains outstanding immediately afterwards.

Mandatory Offer to Repurchase — Subject to certain exceptions, if we sell certain assets or experience specific kinds of changes in control, we
must offer to repurchase the notes.

Maintenance Covenants — We will be required to comply with certain maintenance covenants relating to minimum net worth and minimum
collateral coverage.

Exchange Offer; Registration Rights — We have agreed to file a registration statement with the Securities and Exchange Commission (the
“SEC”) and to make an offer to exchange the notes for registered, publicly tradable notes that have substantially identical terms as the notes.
However, we do not intend to apply for listing of the notes on any securities exchange.

This investment involves risks. See “Risk Factors” beginning on page 14 of this offering memorandum.

The notes and the related guarantees have not been registered under the Securities Act of 1933, as amended (the “Securities Act”). Certain of
the notes will be offered by the initial purchasers named below to qualified institutional buyers in reliance on the exemption from registration
provided by Rule 144A and to certain persons in offshore transactions in reliance on Regulation S. You are hereby notified that sellers of the
notes may be relying on the exemption from the provisions of Section 5 of the Securities Act provided by Rule 144A. The remainder of the
notes will be offered by us pursuant to a private placement, with the initial purchasers acting as placement agents, to accredited investors who
have delivered a letter in the form attached hereto as Appendix C.

The initial purchasers expect to deliver the notes to purchasers on June 4, 2010

Joint Book-Running Managers
Jefferies & Company RBS UBS Investment Bank
Co-Managers

Stephens Inc. Baird JMP Securities
Offering Memorandum dated May 27, 2010
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About this Offering Memorandum

You should rely only on the information contained in this offering memorandum. We have not authorized anyone to provide
you with information different from that contained in this offering memorandum. We are offering to sell, and seeking offers to
buy, notes only in jurisdictions where offers and sales are permitted. You should assume that the information contained in this
offering memorandum is accurate only as of the date of this offering memorandum, regardless of the time of delivery of this
offering memorandum or of any sale of notes. Our business, financial condition, results of operations, and prospects may have
changed since that date.



Important Notice to Readers

This offering memorandum has been prepared by us solely for use in connection with the proposed offering of the securities described
in this offering memorandum. This offering memorandum is personal to each offeree and does not constitute an offer to any other
person or to the public generally to subscribe for or otherwise acquire the securities being offered. This offering memorandum is
highly confidential. Distribution of this offering memorandum to any person other than the prospective investor and any person
retained to advise the prospective investor with respect to its purchase is unauthorized, and any disclosure of any of its contents,
without our prior written consent, is prohibited. Each prospective investor, by accepting delivery of this offering memorandum, agrees
to the foregoing and agrees to make no photocopies of this offering memorandum or any documents referred to herein. If you do not
purchase any of the notes, or if this offering is terminated, you agree to return this offering memorandum and all documents delivered
in connection with this offering memorandum to any of the initial purchasers.

Notwithstanding anything in this offering memorandum to the contrary, each prospective investor (and each employee, representative
or other agent of the prospective investor) may disclose to any and all persons, without limitation of any kind, the tax treatment and
tax structure of any offering and all materials of any kind (including opinions or other tax analyses) that are provided to the
prospective investor relating to such tax treatment and tax structure, other than any information for which nondisclosure is reasonably
necessary in order to comply with applicable securities laws.

The initial purchasers make no representation or warranty, express or implied, as to the accuracy or completeness of the information
contained in this offering memorandum. Nothing contained in this offering memorandum is, or should be relied upon as, a promise or
representation by the initial purchasers as to the past or future. We have furnished the information contained in this offering
memorandum. The initial purchasers have not independently verified any of the information contained in this offering memorandum
(financial, legal or otherwise) and assume no responsibility for the accuracy or completeness of any of that information.

None of the SEC, any state securities commission or any other regulatory authority has approved or disapproved the securities offered
by this offering memorandum nor have any of the foregoing authorities passed upon or endorsed the merits of the offering or the
accuracy or adequacy of this offering memorandum. Any representation to the contrary is a criminal offense.

The notes are subject to restrictions on transferability and resale and may not be transferred or resold except as permitted under the
Securities Act, and the applicable state securities laws pursuant to registration or exemption from the need to register. As a prospective
purchaser, you should be aware that you may be required to bear the financial risks of this investment for an indefinite period of time.
Please refer to the sections in this offering memorandum entitled ‘“Plan of Distribution” and “Transfer Restrictions.”

In making an investment decision, prospective investors must rely on their own examination of DriveTime Automotive Group, Inc.
and its subsidiaries and DT Acceptance Corporation and its subsidiaries (collectively, the “Issuers”) and the terms of the offering,
including the merits and risks involved. Prospective investors should not construe anything in this offering memorandum as legal,
business or tax advice. Each prospective investor should consult its own advisors as needed to make its investment decision and to
determine whether it is legally permitted to purchase the securities under applicable laws or regulations.

This offering memorandum contains summaries believed to be accurate with respect to certain documents, but reference is made to the
actual documents for complete information. All such summaries are qualified in their entirety by such reference. Copies of documents
referred to in this offering memorandum will be made available to prospective investors upon request to us or the initial purchasers.

By receiving this offering memorandum and by investing in notes, you acknowledge that (1) you have had the opportunity to ask us
for and to review, and you have received and reviewed, all additional information considered by you to be necessary to verify the
accuracy of or to supplement the information presented in this offering memorandum, (2) you have not relied on the initial purchasers
or any person affiliated with any initial purchaser in connection with investigating the accuracy of such information or your
investment decision and (3) no person has been authorized to give information or to make any representation concerning the Issuers or
the notes other than as contained in this offering memorandum. You cannot rely on any such other representation.

Notice to New Hampshire Residents

NEITHER THE FACT THAT A REGISTRATION STATEMENT OR AN APPLICATION FOR A LICENSE HAS BEEN
FILED UNDER RSA 421-B WITH THE STATE OF NEW HAMPSHIRE NOR THE FACT THAT A SECURITY IS
EFFECTIVELY REGISTERED OR A PERSON IS LICENSED IN THE STATE OF NEW HAMPSHIRE CONSTITUTES A
FINDING BY THE SECRETARY OF STATE THAT ANY DOCUMENT FILED UNDER RSA 421-B IS TRUE,
COMPLETE AND NOT MISLEADING. NEITHER ANY SUCH FACT NOR THE FACT THAT AN EXEMPTION OR
EXCEPTION IS AVAILABLE FOR A SECURITY OR A TRANSACTION MEANS THAT THE SECRETARY OF STATE
HAS PASSED IN ANY WAY UPON THE MERITS OR QUALIFICATIONS OF, OR RECOMMENDED OR GIVEN
APPROVAL TO, ANY PERSON, SECURITY OR TRANSACTION. IT ISUNLAWFUL TO MAKE, OR CAUSE TO BE
MADE, TO ANY PROSPECTIVE PURCHASER, CUSTOMER OR CLIENT ANY REPRESENTATION INCONSISTENT
WITH THE PROVISIONS OF THIS PARAGRAPH.



Non-GAAP Financial Measures

EBITDA and Adjusted EBITDA, which we refer to as the non-GAAP financial measures, as presented in this offering memorandum
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. See the footnotes to the tables in “Summary Historical Consolidated Financial and Other
Data” for definitions of the other non-GAAP financial measures.

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.

Industry Data

We use industry and market data throughout this offering memorandum, which we have obtained from market research, independent
industry publications or other publicly available information. Our statement that we are the leading used vehicle retailer in the United
States with a sole focus on the sale and financing of quality vehicles in the subprime market is based on our review of the other top
companies’ financial statements, industry publications and research data with respect to such other companies, none of which solely
focuses on the sale and financing of used vehicles to the subprime market. Although we believe that each such source is reliable as of
its respective date, the information contained in such sources has not been independently verified. While we are not aware of any
misstatements regarding any industry and market data presented herein, such data is subject to change based on various factors,
including those discussed under the heading “Risk Factors” in this offering memorandum.

Presentation of Financial and Other Information

We report our financial statements in U.S. dollars and prepare our consolidated financial statements in accordance with GAAP. In this
offering memorandum, except where otherwise indicated, all references to “$”, “dollars” or “U.S. dollars” are to the lawful currency
of the United States.

We own or have rights to various trademarks used in our business. We do not intend our use or display of other parties’ trademarks,
trade names or service marks to imply, and such use or display should not be construed to imply, a relationship with, or endorsement
or sponsorship of us by, these other parties.



Securities and Exchange Commission Review

We will be required, under certain circumstances, to conduct a registered exchange offer for the notes offered by this offering
memorandum or to file a “shelf” registration statement with respect to resales of the notes. In the event we are required to undertake
such a registration, we may, as a result of the SEC’s review of any exchange offer registration statement or shelf registration
statement, have to make changes to certain information as presented in this offering memorandum. Changes that may be necessary to
comply with SEC financial statement requirements as provided in Regulation S-X, including the inclusion of certain financial
information relating to guarantor and non-guarantor subsidiaries of the Issuers and/or comments that the Issuers may receive from the
SEC on the financial data contained in any exchange offer registration statement or shelf registration statement, as the case may be,
may require us to modify, reformulate or exclude data we present in this offering memorandum. Any such modification, reformulation
or exclusion may be significant. We have included in this offering memorandum a presentation of certain non-GAAP financial
measures, which we believe provide investors with helpful supplemental information regarding our underlying performance from
period to period and our liquidity and debt-service capacity. The presentation of the non-GAAP financial measures contained herein
may be excluded from any exchange offer registration statement or shelf registration statement and other filings we make with the
SEC.

In the first quarter of 2009, we filed a Registration Statement on Form S-1 with the SEC in connection with our planned initial public
offering of common stock (the “IPO”). Given the volatility of the equity markets and the improvement in the high yield debt markets,
we have determined to pursue this offering.

In connection with Amendment No. 1 to the Registration Statement on Form S-1 filed on March 19, 2010, the SEC rendered
comments on April 12, 2010 on our financial statements and other information in the filing to gain clarity on certain accounting and
financial reporting matters. In particular, the SEC questioned our write-off in 2009 of $1.2 million of unamortized discount and
deferred financing costs as an operating expense as opposed to a capital transaction to reduce equity. The SEC also requested
additional information regarding our recovery receivables included in “other assets” which totaled $13.9 million and $12.1 million, as
of December 31, 2009 and March 31, 2010, respectively. We formally responded to the SEC’s comments in connection with our filing
of Amendment No. 2 to the Registration Statement on Form S-1 on May 7, 2010. We believe that our revisions and responses
sufficiently address the SEC comments related to the accounting and disclosure matters that could have a material impact on our
financial statements. However, the Registration Statement on Form S-1 has not been declared effective and accordingly there are no
assurances that the SEC will not have additional comments that could result in additional changes, which may be significant, either in
connection with that Registration Statement or the exchange offer registration statement or shelf registration statement we plan to file
in connection with the notes.

Special Note Regarding Forward-looking Statements

This offering memorandum 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.
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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:
+ we require substantial capital to finance our business;
 our focus on customers with subprime credit;
* we may not be able to generate sufficient cash flow to meet our debt service obligations;
« 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 and economic conditions and their effect on automobile sales;



» Wwe are subject to extensive governmental regulations, and if we are found to be in violation of any federal, state, or local laws
or regulations applicable to us, our business could suffer;

» changes in laws, regulations, or policies;

« the need to further reduce the scope of our operations;

 seasonal and other fluctuations in our results of operations;

« our failure to effectively manage our growth, access the additional required financing to fund our growth, and increased
exposure to legal and regulatory risks as a result of our plans to expand;

« we operate in a highly competitive environment, and if we are unable to compete with our competitors, our results of
operations and financial condition could be materially adversely affected; and

» other factors discussed under the headings “Risk Factors,” “Management’s Discussion and Analysis of Financial Condition
and Results of Operations,” and “Business.”

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.



Summary

This summary highlights information contained elsewhere in this offering memorandum. This summary sets forth the material terms of
the offering, but does not contain all of the information that you should consider before investing in the notes. You should read the
entire offering memorandum carefully before making an investment decision, especially the risks of investing in the notes described
under “Risk Factors.” Unless otherwise indicated in this offering memorandum, the terms “DriveTime,” the “Issuers,” the
“Company,” “we,” “our” and “us” refer to DriveTime Automotive Group, Inc. and DT Acceptance Corporation and their respective
subsidiaries as a consolidated entity. For a glossary of terms used in this offering memorandum, see Appendix A. References to

“LTM’” mean the last twelve months ended March 31, 2010.

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 vehicle. As of March 31, 2010, we owned and operated 79
dealerships and 13 reconditioning facilities in 19 geographic regions in 12 states. For the twelve months ended March 31, 2010, we
sold 50,016 vehicles, generated $956.6 million of total revenue (which consists of vehicle sales and interest income), and generated
$175.2 million of Adjusted EBITDA . We provide our customers with financing for substantially all of the vehicles we sell. As of
March 31, 2010, our loan portfolio had a total outstanding principal balance of $1.4 billion. In contrast to other leading publicly traded
used vehicle retailers, we maintain our loan portfolio and related financings on our balance sheet.

Over the past 18 years, we have developed an integrated business model focused on giving our customers the ability to acquire quality
used vehicles. Our business model integrates six key activities:

»  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. For the twelve months ended March 31, 2010, we purchased 54,467
vehicles from 155 auctions nationwide.

»  Vehicle reconditioning and distribution. Subsequent to acquisition, vehicles are transported to one of our 13 regional
reconditioning facilities, where we recondition the vehicles and perform a rigorous multi-point inspection for safety and
operability. On average, we spend approximately $1,000 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. We focus on selling quality used vehicles with affordable payments through our extensive network of company-
owned dealerships. 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. Approximately 52% of our customers completed an
online credit application before visiting one of our dealerships in the three-month period ended March 31, 2010. 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. We allow customers to make payments in cash at over 3,700 Wal-Mart stores and more than 10,400 other locations
nationwide, as well as through traditional payment methods. 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 buyers’ vehicle
acquisition and sales expertise in representing our vehicles at auction in order to maximize the recovery value of repossessed
vehicles.

»  After sale support. As part of our no-haggle vehicle sale price, we provide our DriveCare® limited warranty on each vehicle we
sell. The DriveCare® warranty covers major mechanical repairs for 36 months / 36,000 miles, including oil changes at Sears
automotive locations nationwide and 24/7 roadside assistance. 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.



Industry Overview

Used vehicle sales. The market for used vehicles is among the largest retail markets in the United States. According to CNW, in 2009
there were 35.5 million used vehicle sale transactions, representing 77% and 52% of the overall vehicle market by unit sales and dollar
volume, respectively. The used vehicle retail industry is highly fragmented, as evidenced by a CNW study, which estimates that the
five largest used vehicle retailers accounted for only 2.7% of industry sales in 2009. Sales typically occur through one of three
channels: (i) the used vehicle retail operations of the approximately 17,000 manufacturers’ franchised new car dealerships, which
represented 36.0% of industry sales in 2009, (ii) approximately 36,500 independent used vehicle dealerships, which represented
32.9% of industry sales in 2009, and (iii) individuals who sell used vehicles in private transactions, which represented 31.1% of
industry sales in 2009.

Vehicle financing. According to CNW, at the end of 2009 there was in excess of $1.8 trillion in auto loans outstanding in the United
States, of which 44.5%, or $806.9 billion, related to used vehicle sales. Of this $806.9 billion, 21.7%, or $174.8 billion, related to the
subprime segment of this market. The industry is generally segmented by credit characteristics of the borrower (prime versus
subprime). Originations for customers within the subprime market averaged $78.4 billion per annum (including originations for new
and used vehicles) over the last five years ending December 31, 2009. However, subprime automobile originations dropped to $15.7
billion in 20009.

Our market. Within the subprime market, we cater to customers who have the income necessary to purchase a used vehicle, but
because of their impaired credit histories, cannot qualify for financing from traditional third-party sources. Our average customer is 25
to 55 years of age, has an annual income of $24,000 to $56,000, and has a credit score, as determined by Fair Isaac & Co. (“FICO”),
between 450 and 570. FICO scores range from 350 to 850, and a customer with a FICO score below 620 is typically considered to
have subprime credit.

Competitive Strengths

We believe we have developed a flexible and adaptive business model that has positioned us for controlled growth and addresses the
competitive factors described below. Our competitive strengths consist of:

Industry leadership in the subprime auto sales and finance market. We are the leading used vehicle retailer in the United States
focusing on the sale and financing of vehicles to the subprime market and the fifth largest used vehicle retailer in the United States
overall. We believe that our market presence, with 79 branded dealerships and 13 reconditioning facilities across 19 geographic areas,
presents a distinct barrier to entry for competitors seeking to penetrate our markets. We intend to continue to penetrate this highly
fragmented market by increasing sales in existing markets and through controlled expansion into new geographies.

Integrated and centralized business model. We have developed a business model that integrates our vehicle acquisition,
reconditioning, sales, underwriting and finance, loan servicing, and after sale support activities, which we believe enables us to control
and generate value from each aspect of our business. In addition, we have centralized the key components of each of these functions.
We believe that our integrated business model and centralized operations enable us to carefully manage our business and provide
consistent customer service, while providing us with a stable platform for growth.

Sophisticated and proprietary information-based systems that facilitate consistent loan performance. Our experience in the subprime
market has enabled us to develop sophisticated, proprietary systems and databases that help us manage each aspect of our business.
We use our credit scoring system to classify customers into various credit grades and determine minimum down payments, maximum
payment terms, and interest rates. We believe that these models and databases enable us to rapidly adjust our business model to
address changing market demands and customer trends, which we believe results in more predictive and less volatile loan
performance.

Multiple sources of financing. We have been able to access a wide variety of sophisticated lending facilities, including non-recourse
secured term loans, warehouse facilities, securitizations and senior notes. Since January 1, 2005, we have raised over $5.8 billion to
finance our business. While availability, advance rates, and interest rates vary depending on market conditions, we have recently
reduced our interest rates and increased our advance rates. See “—Recent Financing Transactions.”

Highly experienced management team with strong operating track record. Our executive management team has centralized our
operations, created our data-driven and adaptive business model, and implemented the dealership model we operate today. Our
Chairman and sole shareholder, Ernest C. Garcia Il, founded the Company. Raymond C. Fidel, our Chief Executive Officer and
President; Mark G. Sauder, our Chief Financial Officer; Jon D. Ehlinger, our Secretary and General Counsel; and Alan J. Appelman,
our Chief Credit Officer, have each been with the Company or one of its affiliates for more than nine years. Our eight member senior
management team has an average of over 11 years of relevant industry experience.



Business Strategies

We intend to leverage our competitive strengths by implementing the following business strategies to expand our dealership base and
market share and further distinguish ourselves as the leading used vehicle retailer to the subprime market:

Pursue controlled growth by expanding our dealership network. We believe we can leverage our centralized and integrated business
model to efficiently open new dealerships throughout the United States, primarily through systematic, organic growth. It typically
takes us from one to six months to select a site and execute a lease and an additional two to four months to open a new dealership, and
we generally achieve profitability within six to 12 months of opening. We spend approximately $350,000 to $450,000 in leasehold
improvements and equipment to establish each of our branded dealerships. We seek to lease new stores in existing commercial
facilities located within geographic regions in the United States with populations ranging from 500,000 to three million people, that
have customer demographic concentrations consistent with our target market, and that have favorable operating environments.

Implement business model enhancements. We are implementing enhancements to our business model in order to further distinguish
our operations from traditional “buy-here, pay-here” dealerships. These enhancements include creating programs that allow our
customers to make cash payments at over 14,000 locations nationwide, as well as online, by phone and through other traditional
payment methods, along with centralized loan servicing and collections for our loan portfolio. These business model enhancements
are intended to provide our customers the best experience available in our market to further enhance our leadership position.

Continue to enhance our credit scoring models, business analytics, and technology platforms. We believe continuous enhancement of
our industry-leading analytics, processes, and systems is a key driver to our cash flow, future growth, and profitability. With a view to
maximizing cash flow and monitoring portfolio risk, we intend to continue our efforts to enhance and expand our analytics platform,
improve our management information systems and databases, enhance our website and call center systems, and improve our customer
lead tracking software and sales systems.

Maintain a strong balance sheet. Due to our size, centralized operations, track record, and strong balance sheet, we have historically
been able to access credit markets that we believe are not typically available to auto dealerships serving our customers in the subprime
market. We will maintain a continued focus on further enhancing our liquidity and capital position to support our business. In
particular, we believe that the long-term nature of the capital that we expect to raise in this offering, together with the other sources of
financing available to us, will leave us well positioned against potential future economic downturns and capital market disruptions.

Recent Financing Transactions

We have historically funded our capital requirements primarily through operating cash flow, portfolio warehouse facilities,
securitizations, term financing facilities, inventory and other revolving facilities, real estate mortgage financing, and other notes
payable (including junior secured notes, senior unsecured notes, and subordinated notes). Beginning in the fourth quarter of 2009, we
have secured substantial additional sources of financing, including:

»  In December 2009, we issued $192.6 million of asset-backed securities, which are collateralized by approximately $300.0
million of finance receivables. The asset-backed securities are structured in four tranches with credit ratings ranging from AAA
to A, without external credit enhancement from a monoline insurer. The weighted average coupon of these four tranches is
5.3%.

»  In April 2010, we entered into a portfolio warehouse facility with an affiliate of UBS secured primarily by finance receivables,
which allows for maximum borrowings of $125.0 million. This revolving facility provides for funding through April 2011 with
a term-out feature resulting in a final maturity of April 2012.

»  In May 2010, we entered into a $350.0 million warehouse facility with an affiliate of Santander secured primarily by finance
receivables and residual interests in our warehouse facilities. This facility allows for maximum borrowings under a term
component of $100.0 million and under a revolving component of $250.0 million, with a total effective advance rate of 75% of
finance receivables. The term component provides for funding through April 2012 with a term-out feature resulting in a final
maturity of April 2013. The revolving component provides for funding through April 2011 with a term-out feature resulting in a
final maturity of April 2012.

»  In May 2010, we received a commitment letter from an affiliate of RBS pursuant to which we would enter into a new portfolio
warehouse facility, secured primarily by finance receivables, which would allow for maximum initial borrowings of $50.0
million expanding to $100.0 million in January 2011, subject to definitive agreements.

Consistent with our existing debt facilities, these new 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) recourse that is limited
to 10% of the facility size; and (iii) limited foreclosure rights upon a default.



Other Financing Events

Verde Investments, Inc. (“Verde”), an Arizona corporation which is wholly-owned by our sole beneficial shareholder, Mr. Garcia, is
the holder of all of our outstanding $75.0 million 12% subordinated notes and the holder of $60.1 million of our junior secured notes.
In connection with this offering, Verde has agreed to transfer to our current shareholder and our current shareholder has agreed to
receive and contribute to equity an aggregate of $100.1 million of debt, comprised of $40.0 million in subordinated notes and $60.1
million in junior secured notes. The remaining $35.0 million in subordinated notes payable to Verde and $2.0 million in junior secured
notes payable to Mr. Fidel will be exchanged for an equal principal amount of notes of the same series as the notes offered hereby. See
“The Offering—Notes Offered” and “Use of Proceeds.”

Collateral Structure

The following summarizes our basic corporate structure, indebtedness and collateral, at March 31, 2010 on a pro forma as adjusted
basis to give effect to (i) the recent financing transactions, (ii) the other financing events referred to above and (iii) the offering:
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(Dollars in millions)

The pro forma as adjusted structure does not reflect, as of March 31, 2010, $12.1 million in repo recovery assets in which holders of
the notes will have a security interest, as well as the following assets that are owned by the Issuers: (1) $49.8 million in plant, property
and equipment, net of $13.0 million of mortgage debt, and (2) unrestricted cash and cash equivalents. “Receivables” represent gross
finance receivables (principal, interest and loan origination costs) without regard for any allowance for credit losses. “Net debt”
represents total debt less restricted cash and investments held in trust with respect to specific debt facilities. “Inventory” represents the
inventory cost basis. For a more detailed chart of our corporate structure, see Appendix B to this offering memorandum.

Our Corporate Information

Our principal executive offices are located at 4020 East Indian School Road, Phoenix, Arizona 85018, and our telephone number is
(602) 852-6600. Our website is located at www.drivetime.com. We also maintain marketing websites, including
www.goforapproval.com (for television campaigns), www.militarymerit.com (for military campaigns), and www.go4approval.com
(for yellow page campaigns). The information on or accessible through our websites does not constitute a part of, and is not
incorporated into, this offering memorandum.



The Offering

The following summary contains basic information about the notes. It does not contain all the information that is important to you. For
a more complete understanding of the notes, please refer to the section of this offering memorandum entitled “Description of the

Notes.”

Issuers

Notes Offered

Interest

Maturity Date

Collateral

Ranking

Guarantees

Optional Redemption

Change of Control

DriveTime Automotive Group, Inc. (“DTAG”) and DT Acceptance Corporation
(“DTAC”) jointly and severally as co-issuers of the notes.

$163,000,000 aggregate principal amount of 12.625% senior secured notes due
2017. In addition, simultaneously with this offering, Verde will exchange $35.0
million of our subordinated notes and our President and Chief Executive Officer
will exchange $2.0 million of our junior secured notes for $37.0 million aggregate
principal amount of notes of the same series as the notes offered hereby. The notes
issued to Verde and our President and Chief Executive Officer will have terms
identical to the notes issued hereby but will be issued in certificated form.

The notes will accrue interest from the date of their issuance at the rate of 12.625%
per year. Interest on the notes will be payable semi-annually in arrears on each
June 15 and December 15, commencing on December 15, 2010.

June 15, 2017.

The notes are secured by a (i) first lien on (a) finance receivables held by the
issuers, (b) equity interests of certain of DTAC’s wholly-owned subsidiaries,
created for the purpose of effecting portfolio warehouse financings or
securitization or pooled auto loan program (“PALP”) transactions and (c) residual
property rights in finance receivables securing other financings, in each case
subject to certain exceptions, and a (ii) second lien, behind one or more secured
credit facilities, on inventory owned by one of the guarantors. See “Description of
the Notes — Security — Collateral.”

The notes will be our senior secured obligations. Certain of DTAG’s and DTAC’s
material restricted subsidiaries will guarantee the notes on an unsecured basis, but
excluding, among others, our special purpose finance subsidiaries. The notes will
rank equally with all of our and our guarantors’ existing and future senior
unsecured debt. The notes will rank senior to all of our and our guarantors’ debt
that is expressly subordinated to the notes. The notes will be effectively
subordinated to obligations of our subsidiaries that do not guarantee the notes,
including indebtedness of our special purpose finance subsidiaries, even if the
residual interest in such subsidiaries is pledged as collateral, and to our
indebtedness secured by assets other than collateral pledged for the notes or
guarantees to the extent of the value of those other assets.

Certain of DTAG’s and DTAC’s material restricted subsidiaries will guarantee the
notes on a senior secured or unsecured basis. See “Description of the Notes —
Guarantees.”

We may, at our option, redeem the notes at any time prior to June 15, 2014 at the
make-whole price determined in the manner described in this offering
memorandum. From and after June 15, 2014, we may redeem the notes, in whole
or in part, at a redemption price equal to 100% of the principal amount plus a
premium declining ratably to par, plus accrued and unpaid interest.

In addition, at any time on or before June 15, 2013 we may redeem up to 35% of

the aggregate principal amount of the notes issued with the proceeds of qualified

equity offerings at a redemption price equal to 112.625% of the principal amount,
plus accrued and unpaid interest.

See “Description of the Notes — Optional Redemption.”

If we experience a change of control triggering event, we will be required to offer
to purchase the notes at a purchase price equal to 101% of the principal amount,
plus accrued and unpaid interest. See “Description of the Notes — Repurchase at the
Option of Holders — Change of Control.”
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Intercreditor Agreement

Maintenance Covenants

Certain Other Covenants

Original Issue Discount

Exchange Offer; Registration Rights

The inventory that we are pledging as collateral to support one of the note
guarantees is pledged on a second-lien basis after the first-lien claim of certain of
our lenders providing credit under one or more secured credit facilities (the “Senior
Inventory Facilities”). The agent for the lenders under the existing such credit
facility, and any future such credit facility, will enter into an intercreditor
agreement (the “Intercreditor Agreement”) that will provide, among other things,
that (i) the liens securing the notes guarantee may not be enforced at any time when
obligations secured by first-priority liens are outstanding, and (ii) the note holders
will waive certain important rights they might otherwise have as secured creditors.
The holders of the first-priority liens will receive all proceeds from any realization
on the collateral or from the collateral or proceeds thereof in any insolvency or
liquidation proceeding, until the obligations secured by the first-priority liens are
paid in full, and only then will holders of the notes be entitled to any collections on
that inventory.

We will be required to comply with certain maintenance covenants relating to
minimum net worth and minimum collateral coverage. See “Description of the
Notes — Certain Covenants — Maintenance of Certain Ratios.”

The indenture relating to the notes contains covenants including, among other
things, restrictions on our ability to:

« incur additional indebtedness and issue certain preferred stock;
* create liens;

« pay dividends or make distributions in respect of capital stock;
 purchase or redeem capital stock;

* make investments or certain other restricted payments;

+ sell assets;

« issue or sell stock of restricted subsidiaries;

« enter into transactions with affiliates; and

« effect a consolidation or merger.

These covenants are subject to a number of important limitations and exceptions.
See “Description of the Notes — Certain Covenants.”

The notes may be issued with original issue discount for U.S. federal income tax
purposes. Thus, in addition to the stated interest on the notes, United States holders
(as defined in “Material U.S. Federal Tax Consequences”) may be required to
include amounts representing original issue discount in gross income as it accrues
on a constant yield basis for U.S. federal income tax purposes in advance of the
receipt of cash payments to which such income is attributable. See “Material U.S.
Federal Tax Consequences.”

We and the guarantors will agree to:

file a registration statement within 120 days after the issue date of the notes, which
will enable holders to exchange the privately placed notes for publicly registered
notes with identical terms (except that the exchange notes will not be subject to
transfer restrictions), sometimes referred to in this offering memorandum as the
exchange notes;

use our commercially reasonable efforts to cause the registration statement to
become effective under the Securities Act within 210 days after the issue date of
the notes;

use our commercially reasonable efforts to complete the exchange offer within 30
business days (or longer if required by applicable law) after the registration
statement is declared effective; and



Transfer Restrictions

Absence of a Public Market

Use of Proceeds

Risk Factors

file a shelf registration statement for the resale of the notes if we cannot complete
an exchange offer within those time periods listed above and in certain other
circumstances.

If we do not comply with these obligations, we will be required to pay liquidated
damages to holders of the notes. See “Description of the Notes — Registered
Exchange Offer; Registration Rights.”

We have not registered the notes under the Securities Act or any state securities
laws. You may not offer or sell the notes except under an exemption from, or ina
transaction not subject to, the registration requirements of the Securities Act. See
“Plan of Distribution” and “Transfer Restrictions.”

The notes are a new issue of securities and there is currently no established market
for them. Accordingly, there can be no assurance as to the development or liquidity
of any market for the notes or, if issued, the exchange notes. The initial purchasers
have advised us that they currently intend to make a market for the notes and
exchange notes, if issued, as permitted by applicable laws and regulations.
However, the initial purchasers are not obligated to do so and may discontinue any
such market making activities at any time without notice.

We will use the net proceeds of this offering to retire certain of our indebtedness,
and to pay related fees and expenses. See “Use of Proceeds.”

You should consider carefully the information set forth in the section of this offering memorandum entitled “Risk factors” beginning
on page 14 and all the other information provided to you in this offering memorandum in deciding whether to invest in the notes.



Summary Historical Consolidated Financial and Other Data

The following table sets forth summary historical consolidated financial and other data as of the dates and for the periods indicated.
The summary consolidated statements of operations for the years ended December 31, 2007, 2008, and 2009 have been derived from
our audited financial statements, which are included elsewhere in this offering memorandum. The summary consolidated statements of
operations for each of the three-month periods ended March 31, 2009 and 2010 and for the LTM period ended March 31, 2010, and
the consolidated balance sheet data as of March 31, 2010, have been derived from our unaudited financial statements, which are
presented elsewhere in this offering memorandum and include, in the opinion of management, all adjustments, consisting of normal,
recurring adjustments, necessary for a fair presentation of such data. Our historical results are not necessarily indicative of our results
for any future period.

You should read the following financial and other data in conjunction with “Selected Historical Consolidated Financial and Other
Data,” “Management’s Discussion and Analysis of Financial Condition and Results of Operations,” and our consolidated financial
statements and related notes included elsewhere in this offering memorandum.

Three Months Ended LTM Ended
Fiscal Year Ended December 31, March 31, March 31,
2007 2008 2009 2009 2010 2010
(Unaudited) (Unaudited) (Unaudited)
Statement of Operations Data:
Revenue:
Sales of used vehicles ...........c.ccoceeuene. $ 963621 $ 796,750 $ 694,460 $ 225092 $ 234619 $ 703,987
INterest iNCOME........ocevveierieic e 250,628 261,875 251,822 61,653 62,419 252,588
Total revenue........ccceeevevviennns 1,214,249 1,058,625 946,282 286,745 297,038 956,575
Operating costs:
Cost of used vehicles sold................... 575,234 477,255 394,362 125,262 142,522 411,622
Provision for credit 10SS€S............c..... 283,407 300,884 223,686 69,815 47,146 201,017
Other operating costs @ ........ccceevvvenee. 206,012 182,594 164,841 51,478 47,996 161,359
Operating iNCOMe ............ccceneee 149,596 97,892 163,393 40,190 59,374 182,577
Secured debt interest expense.............. 63,719 74,749 95,037 22,891 23,429 95,575
Unsecured debt interest expense......... 12,982 22,333 15,629 5,792 2,312 12,149
Total interest expense................ 76,701 97,082 110,666 28,683 25,741 107,724
Income before income taxes...... 72,895 810 52,727 11,507 33,633 74,853
Income tax expense @ ............ccevereene 1,000 1,090 730 370 350 710
Net income (10SS)......ccccceervrnanes $ 71895 $ (280) $ 51,997 $ 11,137 $ 33283 $ 74,143
Other Financial Data:
EBITDA @ L $ 165380 $ 111980 $ 176454 $ 43551 $ 62,812 $ 195,715
Adjusted EBITDA @ L...oooiiiiiiee 165,380 104,515 159,478 47,881 63,601 175,198
Depreciation eXpense..........ccocevereenns 15,784 14,088 13,061 3,361 3,438 13,138
Average finance receivable principal
balance ... 1,271,678 1,410,292 1,364,782 1,350,971 1,325,261 1,385,355
Ratio of net debt to shareholder’s
BAUILY @ i 3.8x 3.9x 3.4x 3.6x 3.0x 3.0x
Weighted average effective
borrowing rate on total debt © ....... 7.2% 8.4% 10.6% 10.7% 10.0% 10.3%

(Dollars in thousands, except ratio data)



Balance Sheet Data:

Cash and cash equivalents
Restricted cash and investments held in trust..
Total assets ....
Total portfolio debt ...
Total debt
Shareholder’s equity

Credit Ratios:

Ratio of net debt to shareholder’s equity
Secured collateral coverage ratio
Ratio of Adjusted EBITDA to interest expense ©

@)

As of March 31, 2010
Pro Forma

................................................................................................................................................ 3.0x 2.3x

Actual as Adjusted ©
$ 21,838 $ 21,838
61,806 49,742
1,435,275 1,427,797
843,272 709,567
1,044,848 960,272
326,991 404,089

N/A 4.0x

1.6x 1.8x

(Dollars in thousands, except ratio data)

LTM
Three Months Ended Ended
Fiscal Year Ended December 31, March 31, March 31,
2007 2008 2009 2009 2010 2010
(Unaudited) (Unaudited) (Unaudited)
Key Operating Data:
Retail:
Number of used vehicles sold...... 66,922 55,415 49,500 15,787 16,303 50,016
Dealerships in operation at end of period 103 86 78 79 79 79
Average number of vehicles sold per dealership per
111072111 RO 55 49 52 66 69 53
Per Vehicle Data:
Average age of vehicles sold (in years)........ 3.9 4.1 41 4.2 4.4 4.1
Average mileage of vehicles sold................. 64,898 67,428 68,076 65,830 69,208 69,103
Average selling price of vehicles sold.. . % 14,399 14378  $ 14029 % 14258  $ 14391 % 14,075
Average gross profit..........coceceeerernvnneeens $ 5,803 5,766 $ 6,062 $ 6,323 $ 5,649 $ 5,845
Average gross Margin ...........cceeeeeerrneenns 40.3% 40.1% 43.2% 44.3% 39.3% 41.5%
Loan Portfolio:
Principal balances originated.............cccocovvvcreennne. $ 959,517 789,360 $ 686,214 $ 220,171 $ 226,661 $ 692,704
Number of loans outstanding (end of period) . 124,228 125,070 127,737 128,349 132,642 132,642
Principal outstanding (end of period)...........cccccccevu... $1,343,085 1,342,855 $ 1,312,216 $ 1,375,442 $ 1,367,408 $ 1,367,408
Average effective yield
on portfolio @ ..., 20.0% 19.3% 19.3% 19.2% 19.8% 19.4%
Portfolio performance data:
Portfolio delinquencies over 30 days ... 8.6% 9.4% 7.4% 5.4% 4.4% 4.4%
Net charge-offs as percentage of average
principal outstanding ™ . ... 18.2% 21.4% 18.2% 4.9% 3.3% 16.6%

(€]

@

@)

(Dollars in thousands, except per vehicle sold data)

Includes net gains on extinguishment of debt of $19.7 million, $30.3 million, $6.8 million and $23.6 million for the years ended December 31, 2008 and 2009 and the three

months ended March 31, 2010, and the LTM period, respectively.

We elect to be treated as an S-corporation for federal and state income tax purposes. There is no provision for income taxes, except for a reduced amount of entity level state
tax in certain jurisdictions, and for one of our subsidiaries which is a C-corporation. Income and losses flow through to our sole shareholder, who reports such income and

losses on individual income tax returns.

We present EBITDA and Adjusted EBITDA because we consider them to be important supplemental measures of our operating performance. All of the adjustments made in
our calculation of Adjusted EBITDA 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, EBITDA and Adjusted EBITDA are not recognized measurements under GAAP and when
analyzing our operating performance, investors should use EBITDA and Adjusted EBITDA in addition to, and not as an alternatives for, net income, operating income, or
any other performance measure presented in accordance with GAAP, or as alternatives to cash flow from operating activities or as measures of our liquidity. Because not all
companies use identical calculations, our presentation of EBITDA and Adjusted EBITDA may not be comparable to similarly titled measures of other companies.



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, legal settlement, non-cash compensation expense, less the gain on extinguishment of debt, net. The following tables reconcile net income
(loss) to EBITDA and EBITDA to Adjusted EBITDA for the periods presented:

Three Months Ended LTM Ended
Fiscal Year Ended December 31, March 31, March 31,
2007 2008 2009 2009 2010 2010

(Unaudited) (Unaudited) (Unaudited)

NEt INCOME (I0SS) c..veveviriiieieieieriee e $ 71895 % (280) $ 51,997 $ 11,137 $ 33283 % 74,143
INCOME TX EXPENSE.....cveeieieeeieieieeeteieee e 1,000 1,090 730 370 350 710
Secured interest expense .. . 63,719 74,749 95,037 22,891 23,429 95,575
Unsecured iNtereSt EXPENSE .........c.cveueriiirrririeieieeeeseeeseseeieeeens 12,982 22,333 15,629 5,792 2,312 12,149
DepPreciation EXPENSE .........cveueveriririiirireeieeseee e 15,784 14,088 13,061 3,361 3,438 13,138
EBITDA ..ot $ 165380 $ 111980 $ 176454 $ 43,551 $ 62812 % 195,715
EBITDA ..ottt s $ 165380 $ 111980 $ 176454 $ 43,551 $ 62812 $ 195,715
Store closing COSIS @ .......uvvrrrinnriiessseesssessssessnenes — 9,984 3,485 2,921 226 790
Legal settlement ® ..........ccoooiveeereseee e — — 7,600 7,600 — —
Non-cash compensation expense © ...........ccccooovvveevieneeinsronionns — 2,250 2,250 563 563 2,250
Gain on extinguishment of debt, net @ ... — (19,699) (30,311) (6,754) — (23,557)
Adjusted EBITDA ..o $ 165380 $ 104515 $ 159478 $ 47,881 $ 63,601 % 175,198

(Dollars in thousands)

@ Store closing costs represent costs to close stores in 2008 and 2009 related to downsizing (and do not include stores closed in the normal course of business).
® Legal settlement represents cash paid in a legal settlement in April 2009. See “Management’s Discussion and Analysis of Financial Condition and Results of
Operations” for further information.
©  Non-cash compensation expense related to an agreement directly between Mr. Garcia and Mr. Fidel (not between the Company and Mr. Fidel), which expires in June
2010. See “Compensation Discussion and Analysis—Executive Employment Agreements.”
@ Gain on extinguishment of debt, is a result of repurchasing outstanding indebtedness during 2008 and 2009 at a discount to par.
“  Net debt is calculated as total debt less restricted cash and investments held in trust securing debt facilities. Ratio of net debt to shareholder’s equity is calculated as net debt
divided by total shareholder’s equity.
® Includes the effect of amortization of discounts, debt issuance costs, and unused line fees.
®  Gives effect to (i) the contribution by our current shareholder (after transfer by and receipt from Verde) of $40.0 million of our subordinated notes and $60.1 million of our
junior secured notes into equity, (ii) shareholder dividends of $20.0 million and $2.0 million paid in April and May 2010, respectively, and (iii) this offering and the use of
proceeds therefrom. See “Use of Proceeds.”
™ Defined as the ratio of (i) the sum of (a) DTAG and DTAC unencumbered finance receivables, (b) residual interests in receivable lines, (c) recoveries on charged-off loans
and (d) excess of inventory and inventory debt, to (ii) aggregate principal amount of the notes.
®  Our ratio of Adjusted EBITDA to interest expense differs from the calculation of Fixed Charge Coverage Ratio discussed in “Description of the Notes.”
©  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.
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.
Percentages are not annualized for the three months ended March 31, 2009 and 2010.

(10)

(1)
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Risk Factors

Investing in our notes involves a high degree of risk. Before making an investment in our notes, you should carefully consider the
following risks and the other information contained in this offering memorandum, including our consolidated financial statements and
related notes and “Management’s Discussion and Analysis of Financial Condition and Results of Operations.” The risks described
below are those that we believe are the material risks we face. Any of the risks described below, and others that we did not anticipate,
could significantly and adversely affect our business, prospects, financial condition, results of operations, and liquidity. As a result,
the trading price of our notes could decline and you may lose all or part of your investment.

Risks related to our business

We require substantial capital to finance our business. In 2011, a substantial portion of the borrowing we use to originate
loans will expire and we will need to obtain loan extensions, refinancings, or new financings to fund our operations and growth
plans.

We have borrowed, and will continue to borrow, substantial amounts of capital to fund our operations, and a substantial portion of this
debt will need to be extended or refinanced in 2011. If we cannot obtain the financing we need, or cannot do so on a timely basis and
on favorable terms, our liquidity could be materially adversely affected.

At March 31, 2010, we had approximately $1.0 billion in aggregate principal amount of indebtedness outstanding, which included
$50.0 million under our $60.0 million inventory facility that matures in August 2010 and $124.3 million under our $250.0 million
portfolio warehouse facility that is due to expire in December 2010. Subject to certain conditions, amounts outstanding at termination
are not due and payable immediately, and the collections on contracts collateralizing the facility are used to pay down the facility. In
addition, we have recently secured substantial additional sources of financing. See “Summary—Recent Financing Transactions.”

We historically have restored capacity under our portfolio warehouse facilities from time to time by securitizing portfolios of finance
receivables. However, the securitization market has experienced significant disruptions in recent periods, and our ability to
successfully and efficiently complete securitizations has recently been and may be affected by several factors, including the:

« condition of financial markets generally;

« conditions in the asset-backed securities markets specifically;
« financial condition and ratings of monoline insurers; and

« the performance of our portfolio.

Due to the disruption in the securitization market, we launched our PALP program to serve as the primary source of fixed-rate
financing for our finance receivable portfolio. Under PALP, we pool loans originated at our dealerships and sell them either (i) to a
special purpose entity that transfers the loans to a separate trust that, in turn, issues a note collateralized by the loans; or (ii) directly to
a third-party financial institution to yield a specified return. If we are unable to continue financing our portfolio through securitizing
our receivables or selling our finance receivables in secured financing arrangements, this would have a material adverse effect on our
results of operations and financial condition.

Our funding strategy and liquidity position were significantly adversely affected by the ongoing stress in the credit markets that began
in the middle of 2007. These adverse conditions reached unprecedented levels during 2008 and continued through third quarter 2009.
Beginning in 2007, we secured alternative sources of financing, albeit at a substantially higher cost of funds. In particular, we sold
$75.0 million in subordinated debt and $24.0 million in junior secured debt to Verde, an affiliate of our sole shareholder. Although we
have recently secured substantial additional sources of financing, following this offering, we may not be able to secure similar
additional financing, and it could become more difficult to renew loans and facilities as many lenders and counterparties are also
facing liquidity and capital challenges. In addition, a single lender is a party to our revolving inventory facility and a participant in the
PALP transactions pursuant to which we finance a significant amount of our receivables. If this lender were to cease its lending
activities with respect to us and we are not able to find a replacement lender on favorable terms or at all, this would have a material
adverse effect on our results of operations and financial condition.

There is a high degree of risk associated with borrowers with subprime credit. The allowance for credit losses that we have
established to cover losses inherent in our loan portfolio may not be sufficient or may need to be substantially increased, which
could have a material adverse effect on our results of operations and the value of your collateral.

Substantially all of the sales financing we extend and the loans that we service are with borrowers with subprime credit. Loans to
borrowers with subprime credit have lower collection rates and are subject to higher loss rates than loans to borrowers with prime
credit. Although we began tightening our loan underwriting standards in the second quarter of 2008, there can be no assurance that we
will continue to apply such tightened loan underwriting standards in the future in light of changing economic or market conditions or
any other factors.
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We maintain an allowance for credit losses to cover losses on an aggregate basis at a level we consider sufficient to cover estimated
losses inherent in our portfolio of receivables. On a quarterly basis we review and may make upward or downward adjustments to the
allowance. However, our allowance may not be sufficient to cover losses inherent in our portfolio, and we may need to increase our
allowance for reasons related to, among other things, the continued weak economic environment and deterioration of the housing
market, or significant increases in delinquencies or charge-offs. A significant variation in the timing of or increase in credit losses in
our portfolio or a substantial increase in our allowance or provision for credit losses would have a material adverse effect on our
results of operations.

In addition, because a portion of the collateral securing the notes consists of receivables, the remaining residual property rights in
receivables securing other financings (and the value of which are therefore determined by the value of receivables sold or otherwise
pledged) or the remaining residual value of special purpose entities that have themselves put in place financings secured by
receivables (and the value of which are therefore determined by the value of receivables owned), the value of the collateral securing
the notes will be sensitive to the performance of the underlying receivables.

Our focus on customers with subprime credit may raise concerns on the part of future business partners, lenders,
counterparties, and regulators and may adversely affect our business.

We focus on the subprime segment of the used vehicle sales and financing market and provide loans to borrowers with subprime
credit who, as a class, have lower collection rates and are subject to higher loss rates than prime and near prime borrowers. In addition,
the subprime industry has been the subject of extensive media attention, enhanced regulatory scrutiny, and Congressional hearings as a
result of what has been characterized as inappropriate consumer practices by subprime lenders in the mortgage industry.

These issues may raise concerns on the part of future business partners, lenders, counterparties, and regulators. As a result, we are
unable to assess whether, and to what extent, they may have an adverse effect on our business in the future, including on our
reputation, revenues and profitability. In particular, we cannot predict whether these issues may negatively affect our ability to obtain
new financing to support our operations or any necessary regulatory approvals in connection with our plans to expand our business,
either of which could have a material adverse effect on our business.

We may not be able to generate sufficient cash flow to meet our debt service obligations.

Our ability to generate sufficient cash flow from operations to make scheduled payments on our debt obligations will depend on our
future financial performance, which will be affected by a range of economic, competitive, and business factors, many of which are
outside of our control. If we do not generate sufficient cash flow from operations, we may have to undertake alternative financing
plans, such as refinancing or restructuring our debt, selling assets, reducing or delaying capital investments, or seeking to raise
additional capital. The terms of the agreements that govern our indebtedness contain limitations on our ability to incur additional
indebtedness. We cannot assure you that any refinancing would be possible, that any assets could be sold, or, if sold, of the timing of
the sales and the amount of proceeds realized from those sales, or that additional financing could be obtained on acceptable terms, if at
all, or would be permitted under the terms of the agreements governing our indebtedness then outstanding. Our inability to generate
sufficient cash flow to satisfy our debt obligations, or to refinance our obligations on commercially reasonable terms or at all, would
have a material adverse effect on our business, financial condition, and results of operations, as well as on our ability to satisfy our
debt obligations.

Our substantial debt could have adverse effects on our business and we may incur additional indebtedness in the future.

As of March 31, 2010, we had approximately $1.0 billion in aggregate principal amount of indebtedness outstanding, and for the three
months ended March 31, 2010 we incurred $25.7 million in interest expense. See “Management’s Discussion and Analysis of
Financial Condition and Results of Operations — Liquidity and Capital Resources.” In addition, we may incur additional debt in the
future, subject to certain limitations contained in the agreements that govern our indebtedness. The degree to which we are leveraged
could have adverse effects on our business, including:

« our ability to obtain additional financing in the future may be impaired;

« asignificant portion of our cash flow from operations must be dedicated to the payment of interest and principal on our debt,
and related expenses, which reduces the funds available to us for our operations;

» some of our debt is and will continue to be at variable rates of interest, which may result in higher interest expense in the
event of increases in market interest rates;

+ the agreements that govern our indebtedness contain, and any agreements to refinance our indebtedness likely will contain,
financial and restrictive covenants, and our failure to comply with such covenants may result in an event of default which, if
not cured or waived, could result in the acceleration of that indebtedness and trigger an event of default under other
indebtedness;

« our level of indebtedness will increase our vulnerability to general economic downturns and adverse industry conditions;
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 our debt service obligations could limit our flexibility in planning for, or reacting to, changes in our industry; and

« our substantial leverage could place us at a competitive disadvantage vis-a-vis our competitors who have less leverage
relative to their overall capital structures.

Our failure to comply with the agreements relating to our outstanding indebtedness, including as a result of events beyond our
control, could result in an event of default or limits on our ability to borrow funds to finance our business.

The agreements that govern our indebtedness contain, and any agreements that govern future indebtedness may contain, covenants
that impose significant operating and financial restrictions on, among other things, our ability to:

* incur additional debt;

* incur liens;

« sell or otherwise dispose of assets;

+ make investments, loans, or advances;

 engage in merger and acquisition activity;

 pay dividends, redeem capital stock, or make certain other restricted payments or investments;

+ engage in certain sale and leaseback transactions;

* enter into new lines of business; and

 enter into transactions with our affiliates.
The agreements that govern our indebtedness also contain certain covenants relating to the performance of our portfolio, which
ultimately impacts the manner in which we operate our business. For example, the advance rate on our portfolio warehouse facility

may be reduced if our portfolio does not perform as expected. The agreements governing any future indebtedness could contain
financial and other covenants more restrictive than those that are currently applicable to us.

Failure to comply with the agreements governing our indebtedness could result in an event of default under one or more such
agreements, could cause cross-defaults on other agreements governing our indebtedness, including the notes, and could prevent us
from securing alternate sources of funds necessary to operate our business. Any of these events would have a material adverse effect
on our results of operations and financial condition. From time to time, we have breached technical or other covenants under the
agreements governing our indebtedness, and we have obtained waivers from the applicable lenders. In a future event of default, there
can be no assurance we will be able to receive waivers, and our inability to obtain these waivers may have a material adverse impact
on our business.

We do not anticipate being able to satisfy the Fixed Charge Coverage Ratio of the debt incurrence test under the indenture relating to
the notes at closing or for the foreseeable future, which will limit our ability to obtain certain financings, especially the incurrence of
senior unsecured debt.

We have recently made, and we continue to make, changes to our business plan, and there can be no assurance that these
changes will be successful. These changes could have an adverse effect on our results of operations or financial condition.
We have recently made, and we continue to make, changes to our business plan, including, among others, the following:

» we began tightening our loan underwriting standards in the second quarter of 2008;

» we began consolidating collections for accounts that are 1 to 45 days past due at our new Dallas collection center, which,
when completed, will result in the removal of all collection activities from our dealerships and the consolidation of such
activities at our two central collection facilities;

+ we have recently expanded our warranty program by offering a new 36 month / 36,000 mile warranty, including oil changes
at any Sears automotive location and 24/7 roadside assistance;

» we have expanded our customer payment programs to enable our customers to make cash payments at alternative retail and
other locations nationwide; and

» Wwe are opening new dealerships without payment windows and intend to remove payment windows from existing dealerships
during 2010.

There can be no assurance that any of these or other changes will be successful, and these and other changes could have unintended

consequences and could have an adverse effect on our results of operations or financial condition. These changes also involve
numerous other risks, including the diversion of management’s attention from other business concerns.
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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.

Much of our financing income results from the difference between the rate of interest that we pay on the funds we borrow and the rate
of interest that we earn on the finance receivables in our portfolio. While we earn interest on our finance receivables at a fixed rate, we
pay interest on certain of our borrowings at floating rates. When interest rates increase, our interest expense increases. Increases in our
interest expense that we cannot offset by increases in interest income could have a material adverse impact on our profitability and
liquidity. Correspondingly, a significant reduction in our average APR could have a material adverse impact on our profitability, if not
offset by a corresponding reduction in our loan losses or borrowing costs.

Our proprietary credit scoring system may not perform as expected and fail to properly quantify the credit risks associated
with our customers, which could have a material adverse effect on our financial condition and results of operations.

We have developed, and revise from time to time, complex proprietary credit scoring models that use traditional and non-traditional
variables to classify our customers into various risk grades that are tied to loan parameters. There is no guarantee that our credit
scoring models will perform as intended or that they will perform in future market conditions. Failure of our credit scoring models to
properly quantify the credit risks associated with our customers could have a material adverse effect on our results of operations and
financial condition.

We depend on the accuracy and completeness of information furnished to us by or on behalf of our customers. If we and our
systems are unable to detect any misrepresentations in this information, this could have a material adverse effect on our
results of operations and financial condition.

Our typical customers have limited or no credit histories. In deciding whether to extend credit to customers, we rely heavily on
information furnished to us by or on behalf of our customers, including employment and personal financial information. If a
significant percentage of our customers intentionally or negligently misrepresented any of this information, and we and our systems
did not detect such misrepresentations, this could have a material adverse effect on our ability to effectively manage our credit risk,
which could have a material adverse effect on our results of operations and financial condition.

General economic conditions and their effect on automobile sales may adversely affect our business.

Vehicle sales in the United States have declined significantly in recent periods. Many factors affect the industry, including general
economic conditions, consumer confidence, the level of personal discretionary income, interest rates, and credit availability. The
deteriorating economic and market conditions that have driven the decline in vehicle sales may not improve for the foreseeable future,
and if such conditions improve, we cannot assure you that the industry will not experience sustained periods of decline in vehicle sales
in the future. Any further or future decline could have a material adverse effect on our business.

We are subject to extensive governmental regulation, and if we are found to be in violation of any of the federal, state, or local
laws or regulations applicable to us, our business could suffer. We are also subject to numerous legal and administrative
proceedings which, if the outcomes are adverse to us, could adversely affect our business, operating results, and prospects.

The automotive retailing and finance industries are subject to a wide range of federal, state, and local laws and regulations, such as
local licensing requirements, and retail financing, debt collection, consumer protection, environmental, health and safety, creditor,
wage-hour, anti-discrimination, and other employment practices laws and regulations. The violation of these or future requirements or
laws and regulations can result in administrative, civil, or criminal sanctions against us, which may include a cease and desist order
against the subject operations or even revocation or suspension of our license to operate the subject business. As a result, we have
incurred and will continue to incur capital and operating expenditures and other costs to comply with these requirements and laws and
regulations. Further, over the past several years, private plaintiffs and federal, state, and local regulatory and law enforcement
authorities have increased their scrutiny of advertising, sales, financing, and insurance activities in the sale and leasing of motor
vehicles. In addition, many state attorneys general have been increasingly active in the area of consumer protection. We are also
subject, and may be subject in the future, to inquiries and audits from state and federal regulators. There can be no assurance that such
activities will not continue in the future or have a material adverse effect on our business.

From time to time to time, we may be involved in various legal and administrative proceedings. We are also currently the subject of
investigative inquiries from the Consumer Protection Division of the Office of Texas Attorney General. See “Business — Legal
Proceedings.” It is not feasible to predict the outcome of these proceedings or any claims made against us, and the outcome of any
such proceedings or claims could adversely affect our reputation, results of operations, or financial condition.
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Changes in laws, regulations, or policies may adversely affect our business.

The laws and regulations governing our lending, servicing, debt collection, and insurance activities or the regulatory or enforcement
environment at the federal level or in any of the states in which we operate may change at any time and may have an adverse effect on
our business. New legislation, including proposals to substantially reform the financial institution regulatory system, is being
considered by the current Congress and new legislative proposals will from time to time continue to be introduced in Congress in the
future. It is possible that, in response to the recent economic conditions and the financial crisis, laws and regulations will be changed
in ways that will require us to modify our business models or objectives.

For instance, last year the U.S. House of Representatives passed the Wall Street Reform and Consumer Protection Act of 2009, which
would create a federal Consumer Financial Protection Agency with broad powers to regulate consumer financial products or services.
Similar legislation is currently under consideration in the U.S. Senate as part of the Restoring American Financial Stability Act of
2010 introduced by the Senate Banking Committee Chairman Christopher Dodd. The creation of a federal Consumer Financial
Protection Agency has been the centerpiece of the Obama administration’s financial regulatory reform initiatives before Congress. We
believe it is likely that if the legislation creating the federal Consumer Financial Protection Agency is enacted into law, it will apply to
us and may increase our cost of doing business, impose new restrictions on the way in which we conduct our business, or add
significant operational constraints that might impair our profitability.

Furthermore, Congress has previously considered and may in the future adopt various forms of legislation designed to spur automobile
sales. Depending on the legislation that is adopted, if any, these incentives may only be available to consumers who purchase new
vehicles or vehicles achieving high fuel-efficiency standards. If these incentives are limited solely to purchasers of new vehicles, or if
we are unable to maintain an inventory of vehicles achieving the mandated fuel-efficiency standards, this legislation could have a
material adverse effect on our results of operations and financial condition.

We are unable to predict how these or any other future legislative proposals or programs will be administered or implemented or in
what form, or whether any additional or similar changes to statutes or regulations, including the interpretation or implementation
thereof, will occur in the future. Any such action could affect us in substantial and unpredictable ways and could have an adverse
effect on our results of operations and financial condition.

Our inability to remain in compliance with regulatory requirements in a particular jurisdiction could have a material adverse effect on
our operations in that market and on our reputation generally. No assurance can be given that applicable laws or regulations will not
be amended or construed differently or that new laws and regulations will not be adopted, either of which could materially adversely
affect our business, financial condition, or results of operations.

We may be required to further reduce the scope of our operations, which could have a material adverse effect on our results of
operations and financial condition.

We have recently contracted our operations as a result of the economic crisis. If we are required to further reduce the scope of our
operations, we face certain additional risks, including risks related to:

« aninability to obtain anticipated cost reductions;

+ increased portfolio losses related to closed stores;

« legal and regulatory risks related to closed stores and lay-offs, including the risk of lawsuits;
+ vandalism, theft, or other damages to vacant stores;

 diversion of management’s attention from normal business operations; and

« failure to generate sufficient cash flows to help fund our operations.

If we were to lose the right to service our portfolio of receivables, this could result in decreased collections, which could have a
material adverse effect on our results of operations and financial condition.

We retain the right to service all receivables that we finance, including those pledged as collateral to our portfolio warehouse facility
and those sold to a securitization trust or in connection with our PALP transactions. We are entitled to a fee for our servicing

activities, typically equal to 4% of the value of receivables being serviced. As of March 31, 2010, our serviced loan portfolio consisted
of approximately 132,600 active accounts, with a total outstanding principal balance of $1.4 billion. Subject to certain conditions, if
we experience an event of default under the agreements governing our financing arrangements, we may lose the right to service our
receivables. Loss of this right could have a material adverse effect on our revenues. In addition, if we lose our servicing rights,
transitioning servicing activities to a third party could result in interruptions in collections, which could decrease the likelihood that
the receivables will be repaid. Moreover, a replacement servicer might lack the requisite experience in servicing such receivables. As a
result, we may experience decreased collections, which could have a material adverse effect on our results of operations and financial
condition and on the value of the collateral securing the notes.
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Our operations and the finance receivables we generate are concentrated geographically, and a downturn in the economies or
markets in which we operate could adversely affect vehicle sales and collections.

As of March 31, 2010, we operated our dealerships in 12 states. Adverse economic conditions, natural disasters, or other factors
affecting any state or region where high concentrations of our customers reside could adversely affect vehicle sales and collections. If
adverse economic conditions, natural disasters, or other factors occur that affect the regions in which we do business, or if borrowers
in these regions experience financial difficulties, a significant number of borrowers may not be able to make timely loan payments, if
at all, or may be more prone to filing for bankruptcy protection, which could have a material adverse effect on our results of
operations and financial condition.

We may experience seasonal and other fluctuations in our results of operations.

Sales of motor vehicles historically have been subject to substantial cyclical variation characterized by periods of oversupply and
weak demand. We believe that many factors affect the industry, including consumer confidence in the economy, the level of personal
discretionary spending, interest rates, fuel prices, credit availability, and unemployment rates. A recession or an industry or general
economic slowdown could materially adversely impact our business.

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 loan
performance also has historically followed a seasonal pattern with delinquencies and charge-offs being the highest in the second half
of the year. Accordingly, our results in any quarter may not indicate the results we may achieve in any subsequent quarter or for the
full year. A significant portion of our general and administrative expenses do not vary proportionately with fluctuations in revenues.
We expect quarterly fluctuations in operating results to continue as a result of seasonal patterns. Such patterns may change, however,
due to factors affecting the automotive industry or otherwise.

Our failure to effectively manage our growth could harm our business, we may not be able to access the additional financing
required to fund our growth, and our plans to expand our operations will expose us to increased legal and regulatory risks
that may adversely affect our business.

We intend to grow our operations by opening new dealerships, many of which are expected to be located in markets in which we
currently do not operate. This growth may result in the incurrence of additional debt and amortization of expenses, all of which could
adversely affect our profitability and liquidity. Moreover, growth and expansion of our operations may place a significant strain on our
resources and increase demands on our executive management team, management information and reporting systems, financial
management controls and personnel, and regulatory compliance systems and personnel. Although we grew from 74 dealerships at the
start of 2004 to 103 dealerships at the end of 2007, we experienced a contraction in our dealership base due to reduced access to
funding, and operated 78 dealerships at December 31, 2009 and 79 dealerships at March 31, 2010. We may not be able to expand our
operations or effectively manage or integrate our expanding operations, or achieve planned growth on a timely or profitable basis. If
we are unable to achieve our planned growth or manage our growth effectively, we may experience operating inefficiencies and our
results of operations may be materially adversely affected.

In addition, expansion into new states will increase our legal and regulatory risk. Our failure or alleged failure to comply with
applicable laws and regulations in any new jurisdiction, and ensuing inquiries or investigations by regulatory and enforcement
authorities, may result in regulatory action, including suspension or revocation of one or more of our licenses, civil or criminal
penalties, or other disciplinary actions, and restrictions on or suspension of some or all of our business operations. As a result, our
business could suffer, our reputation could be harmed, and we could be subject to additional legal risk. This could, in turn, increase the
size and number of claims and damages asserted against us, subject us to regulatory investigations, enforcement actions, or other
proceedings, or lead to increased regulatory or supervisory concerns. We may also be required to spend additional time and resources
on any remedial measures, which could have an adverse effect on our business. We cannot predict the timing or form of any current or
future regulatory or law enforcement initiatives, and any such initiatives could have a material adverse effect on our results of
operations and financial condition.
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We operate in a highly competitive environment, and if we are unable to compete with our competitors, our results of
operations and financial condition could be materially adversely affected.

Our primary competitors are the numerous small “buy-here, pay-here” dealerships, independent used vehicle dealers, and used vehicle
departments of franchise dealers that operate in the subprime segment of the used vehicle sales industry, and the banks and finance
companies that purchase their loans. There is no assurance that we can successfully distinguish ourselves from our competitors or
compete in this industry in a cost-effective manner or at all. Moreover, if our competitors grow and strengthen through consolidation
in the industry while we are unable to identify attractive consolidation opportunities, we could end up at a competitive disadvantage
and experience declining market share and revenue. In addition, larger companies with significant financial and other resources have
periodically entered or announced plans to enter the used vehicle sales and/or finance industry, or relax their credit standards and
compete with us, at least at the upper end of our customer segment. These dealerships also compete with us in areas such as the
purchase of inventory, which can result in increased wholesale costs for used vehicles and lower margins, and the dealerships and
finance companies could also enter into direct competition with us at any time at the lower end of the subprime market.

Increased competition may cause downward pressure on the interest rates that we charge on finance receivables originated by our
dealerships, or lower margins, or may cause an increase in our operating costs, all of which could have a material adverse effect on our
results of operations and financial condition.

If we are unable to obtain sufficient numbers of used vehicles for our inventory in a cost-effective manner, our operations and
financial results will be adversely impacted.

We require a large number of quality used vehicles for our dealerships. We acquire most of our used-vehicle inventory through
auctions, and primarily through two auction companies. During the twelve months ended March 31, 2010, we acquired approximately
93.0% of our vehicles at auction, and approximately 80.0% of our vehicles from these two auction companies. To a lesser extent, we
also acquire used vehicles from wholesalers, franchised and independent dealers, and fleet owners, such as leasing companies and
rental companies. The sources from which we can purchase vehicles of a quality and in a quantity acceptable to us are limited, and
there is substantial competition to acquire the vehicles we purchase. We may not be able to obtain sufficient inventory in a cost-
effective manner or at all. In this regard, recent declines in new vehicle sales and a reduced number of vehicles that are eligible for
daily rental will adversely impact the availability and quality of future inventory. Any decline in the number of or increased
competition for quality vehicles could diminish our ability to obtain sufficient inventory at a price that we can reflect in retail market
prices and would adversely affect our business.

If our inventory or other costs of operations increase and we are unable to pass along these costs to our customers, we may be
unable to maintain or grow margins.

Our inventory and other costs are variable and dependent upon various factors, many of which are outside of our control. If we incur
cost increases, we may seek to pass those increases along to our customers. However, the income of our average customer limits the
maximum monthly payment such customer can afford, and we may be unable to pass these costs along to our customers in the form of
higher sales prices, which would adversely affect our ability to maintain or increase margins.

Our business is exposed to various operational risks. A failure of or interruption in our communications and information
systems could adversely affect our revenues and profitability.

Our business is highly dependent on communications and information systems and is exposed to many types of operational risk,
including the risk of fraud by employees or other parties, record-keeping error, errors resulting from faulty computer or
telecommunication systems, computer failures or interruption, and damage to computer and telecommunication systems caused by
internal or external events. We periodically update or change the integrated computer systems and other components of our operating
systems. Any significant failure of such systems, whether as a result of third-party actions or in connection with planned upgrades and
conversions, could disrupt our operations and adversely affect our ability to collect on contracts and comply with legal and regulatory
requirements. Additionally, our systems are vulnerable to interruption or malfunction due to events beyond our control, including
natural disasters and network and telecommunications failures. Our systems may also be vulnerable to unauthorized access, computer
hackers, computer viruses, and other security problems. A user who circumvents security measures could misappropriate proprietary
information or cause interruptions to or malfunctions in operations. As a result, we may be required to expend significant resources to
protect against the threat of these security breaches or to alleviate problems caused by these incidents. We have a backup system and
we periodically test disaster recovery scenarios; however, this may not prevent a systems failure or allow us to timely resolve any
systems failures. Any interruption to our systems could have a material adverse effect on our results of operations and financial
condition.
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The personal information that we collect may be vulnerable to breach, theft, or loss, the occurrence of any of which could
adversely affect our reputation and operations.

Possession and use of personal information in our operations subjects us to risks and costs that could harm our business. We collect,
use, and retain large amounts of personal information regarding our customers, employees, and their families, including social security
numbers, tax return information, personal and family financial data, and credit card numbers. Our computer networks and the
networks of certain of our vendors that hold and manage confidential information on our behalf may be vulnerable to unauthorized
access, employee theft or misuse, computer hackers, computer viruses, and other security threats. Confidential information may also
inadvertently become available to third parties when we integrate systems or migrate data to our servers following an acquisition or in
connection with periodic hardware or software upgrades.

Due to the sensitive nature of the personal information stored on our servers, our networks may be targeted by hackers seeking to
access this data. A user who circumvents security measures could misappropriate sensitive information or cause interruptions or
malfunctions in our operations. Although we use security and business controls to limit access and use of personal information, a third
party may be able to circumvent those security and business controls, which could result in a breach of privacy. In addition, errors in
the storage, use, or transmission of personal information could result in a breach of privacy. Possession and use of personal
information in our operations also subjects us to legislative and regulatory burdens that could require us to implement certain policies
and procedures, such as the procedures we adopted to comply with the Red Flags Rule that was promulgated by the Federal Trade
Commission under the federal Fair Credit Reporting Act and that requires the establishment of guidelines and policies regarding
identity theft, and could require us to make certain notifications of data breaches and restrict our use of personal information. A
violation of any laws or regulations relating to the collection or use of personal information could result in the imposition of fines
against us. As a result, we may be required to expend significant resources to protect against the threat of these security breaches or to
alleviate problems caused by these breaches. A major breach, theft, or loss of personal information that is held by us or our vendors, or
a violation of laws or regulations relating to the same, could have a material adverse effect on our reputation and result in further
regulation and oversight by federal and state authorities and increased costs of compliance.

We are dependent on the services of certain key personnel and the loss of their services could harm our business.

We believe that our success depends on the continued employment of our senior management team, including Ernest C. Garcia Il, our
Chairman and sole shareholder, and Raymond C. Fidel, our Chief Executive Officer and President. The unexpected loss of the
services of any of our key management personnel or our inability to attract new management when necessary could have a material
adverse effect on our operations. We do not currently maintain key person life insurance on any member of our executive management
team other than Mr. Garcia and Mr. Fidel.

Additionally, our success depends on the key management personnel at our corporate offices and the dealerships in our local markets.
The market for qualified employees in the automotive and finance industries and in the markets in which we operate, particularly for
qualified general managers, loan managers, and collections personnel, is highly competitive and may subject us to increased labor
costs during periods of low unemployment. We also believe that our competitors pursue many of our managerial and collections and
sales and service personnel from time to time. The loss of a group of key employees in any of our markets could have a material
adverse effect on our business and results of operations in that market or across many or all markets in which we operate.

If all or some portion of our employees elect to collectively bargain or join a union, these actions could adversely affect our
operations.

As of March 31, 2010, none of our employees was represented by a labor union. The automotive industry is historically an industry in
which there is a high degree of labor union participation. If all or some portion of our employees elect to join a labor union, we could
experience increased operational costs, work stoppages or strikes, and/or barriers to communication between management and
employees. These factors could lead to inefficiencies in the operation of the affected facilities or groups and could cause us to
experience a material adverse effect.

We are subject to environmental laws, regulations, and permits that could impose significant liabilities, costs, and obligations.

We are subject to a complex variety of federal, state, and local laws, regulations, and permits relating to the environment and human
health and safety. If we violate or fail to comply with these laws, regulations, or permits, we could be fined or otherwise sanctioned by
regulators. These environmental requirements, and the enforcement thereof, change frequently, have tended to become more stringent
over time, and may necessitate substantial capital expenditures or operating costs. Under certain environmental laws, we could be
responsible for the costs relating to any contamination at our or our predecessors’ current or former owned or operated properties or
third-party waste disposal sites. We cannot assure you that our costs and liabilities relating to environmental matters will not adversely
affect our results of operations, business, financial condition, reputation, or liquidity.
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States impose limits on the interest rates we can charge on the installment sales contracts we provide to our customers, and
new or lower limits may harm our ability to offset increased interest expenses and can adversely affect our profitability and
liquidity.

We operate in states that impose limits on the contract interest rate that a lender may charge, and laws or regulations that limit the
interest rates that we can charge can adversely affect our profitability and liquidity. When a state limits the amount of interest that we
can charge on our installment sales contracts, we may not be able to offset an increase in interest expense caused by rising interest
rates or greater levels of borrowings under our credit facilities. In addition, no assurance can be given that we will not be prohibited by
new state laws from charging the interest rates we are currently able to charge on our installment sales contracts or from raising
interest rates above certain desired levels. Therefore, these interest rate limitations can adversely affect our profitability and liquidity.

A change in state laws, or the application thereof, relating to the extent to which we can obtain a refund of sales tax for
customer defaults could have a material adverse effect on our business.

In general, we are required to pay state sales tax on each vehicle we sell. Subject to certain requirements, certain states allow us to
collect a refund of prior sales taxes paid to the extent that the receivable becomes uncollectible. We are allowed such a refund despite
the fact that the initial remitter of the tax (DTAG) is not the same entity claiming the refund (DTAC) because DTAG and DTAC are
entities under common control. Generally, when a payor of sales tax sells or transfers to a party that they do not control a receivable
that was generated in connection with a transaction that gives rise to a sales tax, the payor is not entitled to a subsequent refund of
sales tax if and when the receivable becomes impaired or uncollectible.

For the years ended December 31, 2007, 2008, and 2009, and for the three months ended March 31, 2010, we claimed $12.5 million,
$14.7 million, $12.3 million and $2.1 million, respectively, in sales tax refunds relating to receivables that have become uncollectible.
If state laws change with respect to the extent to which we can claim a refund for sales tax in such situations, or state taxing authorities
change their position with respect thereto, we could experience a material adverse effect. In this regard, we are currently appealing to
the Nevada Supreme Court an adverse administrative ruling on the efficacy of certain sales tax refunds we have requested for the 2002
and 2003 tax years. While only applicable to 2002 and 2003, an adverse ruling could affect subsequent tax years as well. See
“Business — Legal Proceedings.”

We may be adversely affected by product liability exposure claims.

DriveTime, and the automotive industry generally, is exposed to product liability claims in the event that the failure of our products to
perform to specifications results, or is alleged to result, in property damage, bodily injury, and/or death. In connection with such
product liability claims, we may incur significant costs to defend such claims and we may experience material product liability losses
in the future. We cannot assure you that we will have sufficient resources, including insurance to the extent it is available, to cover
such product liability claims, and the outcome of various legal actions and claims could have a material adverse effect on our results
of operations and financial condition.

We are piloting programs designed to ensure our customers have and maintain insurance covering our collateral in the event
of theft or an accident. If we are unsuccessful in doing so, it could negatively impact our operations and/or profitability.

Certain of our customers have difficulty obtaining and maintaining affordable insurance for their vehicles. We have introduced in all
of the states in which we operate a collateral protection insurance program. Under this program, we offer customers dual interest
collateral protection insurance administered through a third party with whom we have a contractual relationship. We are also
exploring liability insurance meeting state requirements and considering other possible solutions to achieve affordable insurance for
our customers, including longer term coverage, and/or making property and casualty and liability insurance available through
insurance agents, or establishing our own insurance agency to do so.

This initiative will result in an additional payment the customers may not be making today, thereby increasing the risk of higher loan
delinquencies and earlier loan defaults, either of which could adversely affect our loan losses and profitability. These transactions also
involve numerous other risks, including the diversion of management attention from other business concerns, and entry into a new and
highly regulated business in which we have had no or only limited experience. Occurrence of any of these risks or other risks that we
have not anticipated could have a material adverse effect on us.
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Failure to register our dealership sales business subsidiary in the relevant jurisdictions would cause a severe disruption in our
operations.

In connection with our suspended IPO, we converted the majority of our subsidiaries from corporations to limited liability companies,
including the entity through which we conduct our dealership sales business, DriveTime Car Sales Company, LLC (“DriveTime Car
Sales™). As part of the conversion, we are required to apply for new licenses or registrations, as applicable, in all of the states in which
DriveTime Car Sales operates. We have fully completed the licensing and registration procedure in five of the twelve states in which
DriveTime Car Sales operates and are actively pursuing registration in the remaining states. In connection with our applications for
renewal of the relevant license or registration, a state licensing authority could decide to withhold or delay approval of the relevant
license or registration and prohibit DriveTime Car Sales from operating one or more of our dealerships until certain requirements are
met. We cannot anticipate what these requirements might entail or whether we will be able to comply with any such requirements in a
timely manner. If the relevant license or registration is not granted for DriveTime Car Sales to operate in any state, it would cause a
severe disruption in our operations in that state, which could have a material adverse effect on our business, financial condition and
results of operations.

We could suffer a material adverse effect if the IRS challenged our position on intercompany sales of receivables.

We generally recognize losses for U.S. federal income tax purposes on the intercompany sales of receivables from DTAG to DTAC.
This practice is standard within our industry and our interpretation is not meaningfully different from other companies in our industry.
However, the IRS may challenge our position and seek to defer our recognition of such losses. If the IRS were able to successfully
challenge our position, there could be a material adverse effect on our results of operations and financial condition.

We had a material weakness in our internal control over financial reporting. If we fail to maintain an effective system of
internal controls, we may not be able to accurately report our financial results or prevent fraud.

During the preparation of our financial statements for 2008 and 2009, our management identified a failure to account for a note
payable between shareholders that contains terms related to one shareholder’s continued employment with the Company as
compensation expense. The error constituted a material weakness in our internal control over financial reporting.

Any failure to maintain required controls could result in additional material weaknesses, which could result in errors in our financial
statements that could result in restatements of our financial statements, cause us to fail to meet our reporting obligations and cause
investors to lose confidence in our reported financial information.

Our Chairman and sole shareholder can control substantially all matters and this ability may result in unwise or improper
decisions that may harm our direction or profitability.

Ernest C. Garcia Il, our Chairman and sole shareholder, beneficially owns all of our outstanding common stock. By virtue of such
stock ownership, subject to the limitations set forth in agreements governing our indebtedness, including the indenture governing the
notes, such persons have the power to:

« elect our entire board of directors;
« control our management and policies; and

« determine the outcome of any corporate transaction or other matters required to be submitted to our sole shareholder for
approval, including the amendment of our certificate of incorporation, mergers, consolidation and the sale of all or
substantially all of our assets.

Because his interests as an equity holder may conflict with the interests of holders of the notes, he may cause us to take actions that, in
his judgment, could enhance his equity.

Conflicts of interest may arise as a result of affiliations that our directors or executive officers have with Verde Investments,
Inc. or other companies with which we have material relationships.

Ernest C. Garcia Il, our Chairman and controlling stockholder, is also the owner of Verde Investments, Inc., a company with which we
have historically had material leasing and financing relationships. See “Certain Relationships and Related Party Transactions.”

Mr. Garcia will continue to devote time, which may be substantial, to Verde’s business activities. In addition, there may occur future
transactions between us and Verde which could give rise to a conflict of interest on the part of Mr. Garcia. While transactions that we
enter into in which a director or officer has a conflict of interest are generally permissible so long as the material facts relating to the
director’s or officer’s relationship or interest as to the transaction are disclosed to our Board of Directors and a majority of our
disinterested directors, or a committee consisting solely of disinterested directors, approves the transaction, any such conflict of
interest could have a material adverse effect on our business, results of operations or financial condition.
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Risks Related to the Notes and the Offering

We will incur increased costs as a result of becoming subject to the reporting requirements of the Exchange Act, and such
reporting requirements may divert management attention from our business.

Upon registration of the exchange notes, we will be subject to a number of additional requirements, including the reporting
requirements of the Exchange Act and the Sarbanes-Oxley Act. These requirements will cause us to incur increased costs and might
place a strain on our systems and resources. The Exchange Act requires, among other things, that we file annual, quarterly, and current
reports with respect to our business and financial condition. The Sarbanes-Oxley Act requires, among other things, that we maintain
effective disclosure controls and procedures and internal control over financial reporting, and also requires that our internal controls be
assessed by management beginning with our fiscal year ending December 31, 2010, and attested to by our auditors beginning with our
fiscal year ending December 31, 2011. In order to maintain and improve the effectiveness of our disclosure controls and procedures
and internal control over financial reporting, significant resources and management oversight will be required. As a result, our
management’s attention might be diverted from other business concerns, which could have a material adverse effect on our business,
prospects, financial condition, and results of operations. Furthermore, we might not be able to retain our independent directors or
attract new independent directors for our committees.

The notes will be structurally subordinated to the liabilities of non-guarantor subsidiaries, including any non-guarantor
subsidiary whose residual interest is pledged as collateral and included in the calculation of collateral value.

Although certain of our subsidiaries will guarantee the notes, many of our subsidiaries, including subsidiaries through which we
conduct securitization and warehouse financings, will not be guarantors. All obligations of our non-guarantor subsidiaries will have to
be satisfied before any of the assets of such subsidiaries would be available for distribution, upon a liquidation or otherwise, to us or a
guarantor of the notes. Accordingly, claims of holders of the notes will be structurally subordinated to the claims of creditors of these
non-guarantor subsidiaries. These creditors or other claimants against a non-guarantor subsidiary will include, in addition to any
creditors holding debt for borrowed money of such subsidiary, any trade creditors, preferred stockholders, and creditors asserting
liabilities entitled by law to be asserted against us and certain of our consolidated subsidiaries on a joint and several basis, including
certain U.S. statutory claims. Because the collateral value of a pledged residual interest will be determined after netting out debt for
borrowed money but not any other liabilities, the assertion of these additional prior claims against such non-guarantor may reduce the
value that may ultimately be realized for these entities in any enforcement or insolvency proceeding.

Because the collateral for the notes is primarily comprised of equity and other residual interests in entities in which we conduct our
portfolio warehouse facilities, PALP and securitization transactions, payment of the principal, interest and other amounts on the notes
or on each note guarantee is effectively subordinated in right of payment to such financings at the entity in which it is conducted.
None of those financing subsidiaries will guarantee the notes, nor will any of them provide a direct pledge on their receivables or other
assets in favor of the notes or the note guarantees. Accordingly, upon our bankruptcy, liquidation or reorganization or similar
proceeding, the holders of the notes will have no claim against the proceeds of these assets until the applicable portfolio warehouse
lenders and PALP and securitization transactions and any other obligations of these entities have been paid in full.

If a non-guarantor subsidiary is a restricted subsidiary under the indenture governing the notes, the indenture will permit it to incur
certain additional indebtedness and will not limit its ability to incur other liabilities that are not considered indebtedness under the
indenture. If a non-guarantor subsidiary is an unrestricted subsidiary under the indenture, the indenture will not limit its ability to incur
indebtedness or other liabilities.

Our subsidiaries that will not guarantee the notes accounted for $54.6 million, or 5.7%, of our consolidated revenues for the 12 months
ended March 31, 2010. As of March 31, 2010, such entities accounted for $346.4 million, or 24.8%, of our consolidated finance
receivables principal balances and $207.0 million, or 21.1%, of our consolidated debt, all of which would have ranked structurally
senior to the notes and the guarantees.

Our portfolio warehouse facilities, PALP, securitization, and other financing transactions have liens and other rights with
respect to collateral which could affect or prevent recovery and the taking of certain actions. These assets will not be pledged
as collateral for the notes, and holders of notes will not control disposition or other remedies with respect to such assets.

The proceeds to service our debt under the notes and other obligations are generated from receivables which have been pledged to the
lenders on our warehouse facilities and securitization and PALP transactions. Our portfolio warehouse facilities and securitization and
PALP transactions are subject to certain covenants and events of default or events of termination which, if breached, could result in
the acceleration of the indebtedness set forth therein, cessation of funding and distributions during a period of accelerated
amortization, and/or foreclosure on the pledged assets. If the indebtedness on any of the portfolio warehouse facilities was accelerated
or accelerated amortization period, we would not receive any cash payments from the residual interests or residual property rights of
such credit facility until the breach is cured, if at all, or until the applicable portfolio warehouse facilities are paid in full. If the
pledged assets were foreclosed upon by any applicable lender, we would not receive any cash payments from the residual interests or
residual property rights related to such portfolio warehouse facility unless there were excess funds available after sale thereof. Any
foreclosure sale could result in a realization on the underlying receivables and other assets that is significantly less than book or face
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amount, and any shortfall in that amount would adversely affect the value of the residual interest and residual property rights that are

pledged as collateral to support the notes. Moreover, a failure to receive cash flow from any or all of the residual interests or residual

property rights outside of an insolvency proceeding involving the Company would adversely affect our ability to pay the notes timely
or atall.

The lenders on our portfolio warehouse facilities and securitization and PALP transactions are secured directly by the auto loans,
receivables and other assets owned by the Company or our subsidiary that is the borrower or issuer of such financing. Creditors of the
Company financing subsidiary that owns the underlying auto loans, receivables and other assets will control all rights and remedies
with respect to those underlying assets for so long as those financings are outstanding. The providers of these direct financings may
take action (or delay or refuse to take action) to dispose of, foreclose on, or exercise other remedies with respect to the shared
collateral, all at times and under circumstances that may be unfavorable to the owner of the pledged residual interest and pledged
residual property rights.

Inventory pledged as collateral will be subject to the prior first lien in favor of other creditors. Holders of the notes will not be
entitled to any collections with respect to that collateral until the first-lien creditors have been paid in full, and the
Intercreditor Agreement will significantly limit note holders’ rights and remedies as secured creditors.

A portion of the collateral securing the notes consists of inventory pledged on a second-lien basis. The holders of the first lien —
certain lenders or other creditors under one or more Senior Inventory Facilities — will have the right to be paid in full in cash before
any proceeds of inventory are available for any payment on the notes. The rights of the holders of the notes with respect to this
inventory collateral will also be governed and substantially limited by the terms of the Intercreditor Agreement. Under the
Intercreditor Agreement, at any time the indebtedness secured on a first-priority basis remains outstanding, any actions that may be
taken with respect to such collateral, including the ability to cause the commencement of enforcement proceedings against such
collateral and to control the conduct of such proceedings, will be at the direction of the holders of the obligations secured by the first-
priority liens and the holders of the notes may be adversely affected.

Under the Intercreditor Agreement, the note holders will also agree to certain other limitations on their status as secured creditors. For
example, certain amendments to the security agreements entered into by the first-priority lien holders will automatically apply to the
security agreements governing the second-priority liens for the notes, and certain releases of first-priority liens will also release the
second-priority liens securing the notes on the same collateral. See “Description of the Notes — Security — Collateral.” Because the
lenders under the Senior Inventory Facilities will control the disposition of the inventory collateral, if there were an event of default
under the notes, such lenders could decide not to proceed against the collateral, regardless of whether or not there is a default under a
Senior Inventory Facility. In such event, the only remedy available to the holders of the notes would be to sue for payment on the
notes and the guaranties. By virtue of the direction of the administration of the pledges and security interests, actions may be taken
under the collateral documents that may be adverse to you.

The value of the collateral may not be sufficient to satisfy all our obligations under the notes.

The value of the collateral in the event of an insolvency proceeding or liquidation will depend upon a number of factors, including
market and economic conditions at the time, and the availability of appropriate buyers. The collateral valuations included in this
memorandum have been prepared on a going concern basis, and there can be no assurance that going-concern values of our operations
will be relevant in the case of any attempted realization. No independent appraisal of the receivables, the residual interests or the
residual property rights pledged as collateral have been performed. Nor have we attempted to eliminate “ineligible” receivables or
inventory in determining collateral value.

For these and other reasons, we cannot assure holders of the notes that the proceeds of any sale of the collateral at maturity or
following an acceleration of maturity with respect to the notes would not be less than the collateral value then assigned to it, or that
such proceeds would be sufficient to satisfy, or would not be substantially less than, the collateral or amounts due on the notes. If the
proceeds of any sale of the collateral were not sufficient to repay all amounts due on the notes, a holder of notes (to the extent their
notes were not repaid from the proceeds of the sale of the collateral) would have only an unsecured claim against our remaining assets.
Some or all of the collateral may be illiquid and may have no readily ascertainable market value. Likewise, we cannot assure holders
of the notes that the collateral will be saleable or, if saleable, that there will not be substantial delays in their liquidation. In addition,
because a portion of the collateral consists of residual property rights in receivables pledged in connection with secured financing or
residual interests in special purpose entities that are themselves vehicles for secured financing, and a portion consists of a second lien
on inventory, our ability to realize value on this collateral depends upon the prior payment of these other creditors, which may be
implemented through foreclosure or other exercise of remedies at a time and in a manner that may not be in the best interest of the
note holders. Moreover, tax authorities and other statutory creditors may in some circumstances be entitled to assert a joint and several
claim against special purpose entitles or other subsidiaries whose residual interests are pledged as collateral. If they do so, that claim
will effectively be prior to the rights of the note holders with respect to the residual assets included as collateral, and may further
reduce the remaining value of those assets as collateral.
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There are circumstances other than repayment or discharge of the notes under which the guarantees and the collateral
securing the notes and note guaranties will be released automatically, without consent of the trustee or the noteholders.

Under various circumstances, guarantees or collateral securing the notes will be released automatically, including:
+ asale, transfer or other disposal of all of the capital stock of any guarantor not prohibited under the indenture;
« asale, transfer or other disposal of such collateral in a transaction not prohibited under the indenture or a Senior Inventory
Facility;
« with respect to collateral held by a guarantor, upon the release of such guarantor from its guaranty;

+ with respect to collateral that is capital stock or other equity interests, upon the dissolution of the issuer of such capital stock
in accordance with the indenture and the Senior Inventory Facility; and

» with respect to any collateral in which the notes have a second-priority security interest, upon release by the lenders under
any Senior Inventory Facility of their first-priority security interest in such inventory (subject to certain limits).

Although we will be subject to the covenants in the indenture, including a minimum collateral coverage ratio, any of these events will
reduce the aggregate value of the collateral securing the notes.

The ability of the trustee to foreclose on the collateral may be limited.

If we were to commence a proceeding or otherwise become the subject of a case under the Bankruptcy Code, your rights as a secured
creditor to foreclose on and sell collateral upon the occurrence of an event of default would be subject to significant limitations under
applicable bankruptcy laws. Various provisions of the Bankruptcy Code could prevent the trustee from repossessing and disposing of
the collateral upon the occurrence of an event of default once a bankruptcy case is commenced. Under the Bankruptcy Code, secured
creditors, such as the holders of the notes, may be prohibited from repossessing their collateral from a debtor in a bankruptcy case, or
from disposing of collateral repossessed from such debtor, without prior bankruptcy court approval. Furthermore, other provisions of
the Bankruptcy Code permit a debtor to continue to retain and to use the collateral (and the proceeds, products, rents or profits of such
collateral) so long as the secured creditor is afforded “adequate protection” of its interest in the collateral. Although the precise
meaning of the term “adequate protection” may vary according to circumstances, it is intended in general to protect a secured creditor
against any diminution in the value of the creditor’s interest in its collateral. Accordingly, a bankruptcy court may find that a secured
creditor is “adequately protected” if, for example, the debtor makes certain cash payments or grants the creditor additional or
replacement liens as security for any diminution in the value of the collateral occurring for any reason during the pendency of the
bankruptcy case. Because application of the doctrine of “adequate protection” will vary depending on the circumstances of the
particular case and the broad discretionary powers of a bankruptcy court, it is impossible to predict how long payments under the notes
could be delayed following commencement of a bankruptcy case, whether or when the trustee could repossess or dispose of the
collateral, or whether or to what extent holders of the notes would be compensated for any delay in payment or loss of value of the
collateral as a result. Furthermore, if the bankruptcy court determines the value of the collateral is not sufficient to repay all amounts
due on the notes, you would hold a secured claim to the extent of the value of the collateral to which you are entitled, and an
unsecured claim to the extent of any shortfall.

In the case of inventory included in the collateral, this collateral will be subject to the rights of the first-lien holders under the
Intercreditor Agreement, which will significantly curtail rights and remedies to which the note holders might otherwise be entitled.

In addition, the trustee’s ability to foreclose on the collateral on your behalf may be subject to lack of perfection, the consent of third
parties, prior liens (as discussed above) and practical problems associated with the realization of the trustee’s security interest in the
collateral.

Moreover, the Bankruptcy Code contains provisions permitting both secured and unsecured claims to be impaired, including
materially re-written as to their terms and, under certain circumstances, extinguished, pursuant to a Chapter 11 plan of reorganization
that has been approved by a bankruptcy court. There are statutory requirements (including requirements intended to provide specific
economic protections for holders of both secured and unsecured claims) that are to be satisfied before a bankruptcy court is legally
entitled to approve or confirm a Chapter 11 plan of reorganization.
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However, the bankruptcy court will determine, based on evidence at the confirmation hearing on such plan, whether certain of those
statutory requirements have been satisfied upon the basis of the factual circumstances existing at the time of such confirmation
hearing. The bankruptcy court’s factual findings on such matters generally are accorded deference by any appellate court and
generally are not to be reversed on appeal unless “clearly erroneous.” Also, there is another doctrine generally applied by federal
appellate courts, which generally is referred to as the “equitable mootness” doctrine and generally requires dismissal of any appeal of
a bankruptcy court’s order confirming a Chapter 11 plan if a stay pending appeal has not been granted and if the plan has been so
consummated (e.g., the transactions contemplated under the plan such as the payment of certain claims and/or the issuance of new
debt or equity instruments have taken place) such that it would be unduly burdensome or unfair to third persons to unravel or
“unwind” the plan. Thus, a bankruptcy court’s determination to confirm a Chapter 11 plan of reorganization is likely to be based in
part on the bankruptcy court’s factual findings as to the future circumstances existing at the time of confirmation (as well as on its
legal conclusions), may be subject with respect to those factual findings to a deferential review standard if appealed, and further may
evade appellate review altogether if the appellate court determines that the “equitable mootness” doctrine is applicable to the
circumstances surrounding such appeal and that, consequently, the appeal of that plan should be dismissed as being “equitably moot.”
Accordingly, there can be no guarantee as to the manner in which the claims under the notes will be treated under any confirmed
Chapter 11 plan of reorganization for us or any of our subsidiaries.

Subject to pro forma compliance with the collateral coverage ratio, we will be able to transfer receivables and related assets to
securitization or warehouse financing entities who will be able to pledge those assets to parties in connection with permitted
securitization and other financings.

We expect to use a portion of the receivables generated in our business to finance our operations under facilities other than the notes.
These include securitizations and other secured financings that will provide the relevant creditors a prior, secured claim both through
the security interest granted and, in the case of financings at special purpose entities, through structural seniority. Because of this
ongoing need for new financings to replace existing ones or to increase our borrowings, we are permitted under the indenture to
transfer receivables, residual interests and other assets that are included as collateral to other entities and for the benefit of other
financings. Although our ability to do so will be limited by the requirement that we comply, pro forma for the transfer, with a
minimum collateral coverage ratio, there can be no assurance that the value of the assets remaining in the collateral package after any
transfer will in fact be sufficient, upon any realization, to repay all or any portion of the notes.

The value of interests pledged as collateral for the notes may diminish in times of financial stress.

Although we are required to maintain a collateral coverage ratio between the value of the notes and the value of the collateral pledged
to support them, the value assigned to that collateral for purposes of the collateral coverage ratio may not provide an accurate measure
of its value in the event of a liquidation. For example, residual interests owned in securitization vehicles and residual property rights in
receivables securing other financings are valued for the collateral ratio at 85% of the face amount of all receivables owned by the
securitization entity or pledged in connection with such financing minus the net debt owed by the entity or outstanding under such
financing. We have not established an incremental allowance for loss on those receivables, and no ability to change the 85% ratio for
purposes of the coverage ratio. Most or all of our securitizations, on the other hand, allow the creditors to adjust the ratio of loan-to-
value, the means of adjusting value or the “eligibility” criteria under which the entity-owned receivables are afforded value. Thus if
economic conditions deteriorate for our industry generally or our pool of customers in particular, the creditors to our securitizations
will likely be permitted to increase the percentage of collections they retain from their receivables pool, reducing the amount of value
remaining in the residual interest pledged for the notes.

The same is true for inventory in which we have granted a second lien behind existing or future inventory financings. Receivables we
own and pledge directly rather than through a securitization vehicle or a pledge of its interest or a pledge of residual property rights in
certain receivables will not be subject to a prior claim on behalf of relevant creditors, but the value afforded in the collateral coverage
ratio is similarly not sensitive to changes in the interest rate environment or financial markets or to a deterioration in our ongoing
collection experience. Any deterioration in those conditions or any adverse modification of the terms of securitization vehicles or
other contractually or structurally senior financing arrangements will likely have a material adverse effect not only on our results of
operations and financial condition, but also on the value of the collateral pledged to support the notes.

We may not be able to purchase the notes upon a change of control.

Upon the occurrence of certain specific kinds of change of control events, we will be required to offer to repurchase all outstanding
notes at a price equal to 101% of their principal amount plus accrued and unpaid interest, if any, to the date of repurchase. To the
extent that we are required to offer to repurchase the notes upon the occurrence of a Change of Control Triggering Event, we may not
have sufficient funds to repurchase the notes in cash at such time. In addition, our ability to repurchase the notes for cash may be
limited by law or the terms of other agreements relating to our indebtedness outstanding at the time. The failure to make such
repurchase would result in a default under the Indenture governing the notes. See “Description of the Notes — Repurchase at the
Option of Holders — Change of Control.”
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We may enter into transactions that would not constitute a change of control that could affect our ability to satisfy our
obligations under the notes.

Legal uncertainty regarding what constitutes a change of control and the provisions of the indenture may allow us to enter into
transactions, such as acquisitions, refinancing or recapitalizations, that would not constitute a change of control but may increase our
outstanding indebtedness or otherwise affect our ability to satisfy our obligations under the notes. The definition of change of control
includes a phrase relating to the transfer of “all or substantially all” of our and our subsidiaries’ assets, taken as a whole. Although
there is a limited body of case law interpreting the phrase “substantially all,” there is no precise established definition of the phrase
under applicable law. Accordingly, your ability to require us to repurchase notes as a result of a transfer of less then all of our assets to
another person may be uncertain.

The terms of the indenture governing the notes provide only limited protection against significant corporate events that could
affect adversely your investment in the notes.

While the indenture governing the notes contains terms intended to provide protection to holders upon the occurrence of certain events
involving significant corporate transactions and our creditworthiness, these terms are limited and may not be sufficient to protect your
investment in the notes. As described under “Description of the Notes — Repurchase at the Option of Holders — Change of Control,”
upon the occurrence of a change of control triggering event, holders are entitled to require us to repurchase their notes at 101% of their
principal amount. However, the definition of the term “change of control triggering event” is limited and does not cover a variety of
transactions (such as acquisitions by us or recapitalizations) that could negatively affect the value of your notes. If we were to enter
into a significant corporate transaction that negatively affects the value of the notes, but would not constitute a change of control
triggering event, you would not have any rights to require us to repurchase the notes prior to their maturity, which also would
adversely affect your investment.

The guarantees provided by us and our subsidiaries are subject to certain defenses that may limit your right to receive
payment from the guarantors with regard to the notes.

Although the guarantees provide the holders of the notes with a direct claim against the assets of the guarantors, enforcement of the
guarantees against any guarantor would be subject to certain “suretyship” defenses available to guarantors generally. Enforcement
could also be subject to other defenses available to the guarantors in certain circumstances. To the extent that the guarantees are not
enforceable, you would not be able to assert a claim successfully against such guarantors.

Rights of the holders of the notes in the collateral may be adversely affected by the failure to perfect security interests in
certain collateral acquired in the future.

The collateral securing the notes includes certain assets that we may acquire in the future. Applicable law requires that certain
property and rights, including real property, acquired after the grant of a general security interest can only be perfected at the time
such property and rights are acquired and identified. The collateral agent for the notes has no obligation to monitor the acquisition of,
or the perfection of any security interests in, additional property or rights that constitute collateral. There can be no assurance that the
trustee or the collateral agent will monitor, or that we will inform the trustee or the collateral agent of, the future acquisition of
property and rights that constitute collateral, or that the necessary action will be taken to properly or timely perfect the security interest
in such after acquired collateral. Such failure may result in the loss of the security interest in the collateral or the priority of the
security interest in favor of the notes against third parties.

Any future pledge of collateral might be avoidable in bankruptcy.

Any future pledge of collateral to secure the notes, including pursuant to security documents delivered after the date of the indenture,
might be avoidable by the pledgor (as debtor in possession) or by its trustee in bankruptcy if certain events or circumstances exist or
occur, including, among others, if (1) the pledgor is insolvent at the time of the pledge, (2) the pledge permits the holders of the notes
to receive a greater recovery than if the pledge had not been given, and (3) a bankruptcy proceeding in respect of the pledgor is
commenced within 90 days following the pledge, or, in certain circumstances, a longer period.

Federal and state fraudulent transfer or conveyance laws may permit a court to void or subordinate the notes, the security
interests or the guarantees, and, if that occurs, you may not receive any payments on the notes.

The issuance of the notes, the grant of the security interests and the issuance of the guarantees may be subject to review under federal
and state fraudulent transfer and conveyance statutes in a bankruptcy or reorganization case or lawsuit commenced by or on behalf of
our or our guarantors’ unpaid creditors. Under these laws, if a court were to find that, at the time we issued the notes and our
guarantors issued the guarantees or we or our guarantors granted the security interests, we or such guarantor:
« incurred the indebtedness or granted the security interests with the intent of hindering, delaying or defrauding present or
future creditors;
 received less than reasonably equivalent value or fair consideration for incurring the indebtedness or granting the security
interests;
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» were insolvent or rendered insolvent by reason of the incurrence of the indebtedness or the grant of the security interests;
» were left with inadequate capital to carry on business; or

« intended to incur, or did incur, or believed or reasonably should have believed that we or such guarantor would incur, debts
beyond our or its’ ability to repay as they matured or became due,

then, such court might:

+ subordinate the notes, the guarantees or the security interests to our or such guarantor’s presently existing or future
indebtedness or any liens securing such indebtedness;

» void the issuance of the notes, the guarantees or the security interests; or

« take other actions detrimental to holders of the notes, including avoiding any payment by us pursuant to the notes or by the
guarantors pursuant to the guarantees and requiring the return of any such payment to a fund for the benefit of our or our
guarantors’ unpaid creditors.

Although each guarantee will include a “savings clause” intended to limit the amount of the guarantee claim thereunder to an amount
that would not constitute a fraudulent conveyance or transfer under applicable law, there can be no assurance that this savings clause
would protect any guarantee from a finding that it constituted a fraudulent conveyance or transfer. At least one bankruptcy court has
determined that a similar savings clause was unenforceable and therefore ineffective to insulate the guarantees at issue in that case
from being voided as fraudulent conveyances. A court could similarly find that any savings clause included in a guarantee is also
unenforceable.

In the event of a finding that a fraudulent conveyance occurred, you may not receive any repayment on the notes. Further, the
avoidance of the notes could result in an event of default with respect to our other debt that could result in acceleration of such
debt.

Generally, an entity would be considered insolvent if, at the time it incurred indebtedness:
« the sum of its debts, including contingent liabilities, was greater than the fair salable value of all its assets;

« the present fair salable value of its assets was less than the amount that would be required to pay its probable liability on its
existing debts and liabilities, including contingent liabilities, as they become absolute and mature; or

« it could not (or believed that it could not, or intended not to) pay its debts as they become due.

Without limiting the generality of the preceding paragraphs, we cannot predict:

+ what standard a court would apply in order to determine whether we or our guarantors were insolvent as of the date we or our
guarantors issued the notes or the guarantees or granted the security interests, as applicable, or that regardless of the method
of valuation, a court would determine that we or our guarantors were insolvent on that date; or

» whether a court would not determine that the notes, the guarantees or the security interests constituted fraudulent transfers on
another ground.

There is no existing market for the notes, and we do not know if one will develop to provide you with adequate liquidity.

There has been no public market for the notes. An active and liquid public market for the notes may not develop or be sustained after
this offering. The price of the notes in any such market may be higher or lower than the price you pay. If you purchase notes in this
offering, you will pay a price that was not established in a competitive market. Rather, you will pay the price that we negotiated with
the representatives of the initial purchasers and such price may not be indicative of prices that will prevail in the open market
following this offering.

Because no active trading market is developed, the liquidity and value of the notes could be harmed.

The notes offered hereby are a new issue of securities with no established public market. The notes have not been registered under the
Securities Act. Accordingly, the notes may only be offered or sold pursuant to an exemption from the registration requirements for the
Securities Act or pursuant to an effective registration statement. The initial purchasers have advised us that they currently intend to
make a market in the notes after this offering is completed. However, the initial purchasers may cease their market-making activities at
any time. Because no active trading market for the notes is developed, the liquidity and value of the notes could be harmed and you
may be unable to sell your notes at the price you desire or may not be able to sell them at all. Even if a public market for the notes
develops, trading prices will depend on many factors, including prevailing interest rates, our operating results and the market for
similar securities. Historically, the market for non-investment grade debt has been subject to disruptions that have caused substantial
volatility in the prices of securities similar to the notes. We cannot assure you that the market, if any, for the notes will not be subject
to similar disruptions. Any such disruptions may materially and adversely affect the liquidity of the notes, independent of our financial
performance.
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There are significant restrictions on your ability to transfer or resell the notes.

We are relying upon an exemption from registration under the Securities Act and applicable state securities laws in offering the notes.
As a result, the notes may be transferred or resold only in transactions registered under, to exempt from, the Securities Act and
applicable state securities laws. Pursuant to a registration rights agreement, we are obligated to consummate an exchange offer for
equivalent registered securities or, in certain limited circumstances, to register resales of the notes under the Securities Act, but no
assurance can be given as to the ability of holders to sell their notes. Moreover, the SEC has broad discretion to determine whether a
registration statement will be declared effective and may delay or deny the effectiveness for a variety of reasons. Until our registration
statement is effective, the notes will not be freely tradeable, and you may only offer to sell or sell the notes pursuant to an exemption
from the registration requirements of the Securities Act and applicable state securities laws. This could affect the trading price of the
notes. See “Transfer Restrictions.”
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Use of Proceeds

The net cash proceeds from the sale of the notes offered hereby will be approximately $155.1 million after deducting the initial
purchasers’ discounts, placement fees and estimated fees and expenses of this offering payable by us.

Sources of Funds

Uses of Funds

Notes offered hereby @ ... $ 161,132
Release of restricted cash @ .........ccccoovevvveriveeinnnn, 12,064
Total sources of funds ........cccceoveveeeivciereinnen. $ 173,196

Pay down warehouse facility © ..........c.ccccoevevenenenn. $ 153,413
Pay down repo facility @ ... 12,292
Pay down senior unsecured notes payable © ........ 1,491
Fees and eXPENSES......cccvevereeriereseseseerieseesieseennens 6,000
Total uses of fuNdS.......ccoervviiiicicecce e $ 173,196

[6)]

@)

©)]

@

(5)

(Dollars in thousands)

The total principal amount of notes being issued is $200.0 million. Simultaneously with this offering, VVerde will exchange $35.0 million of our subordinated notes and our
President and Chief Executive Officer will exchange $2.0 million of our junior secured notes for $37.0 million aggregate principal amount of notes of the same series as the
notes offered hereby. See “The Offering — Notes Offered.” Notes shown are net of original issue discount.

Released upon paydown of warehouse facility.

The portfolio warehouse facility being paid down expires in December 2010, and amounts outstanding under the facility bear interest based on the cost of the lender’s funds

thereunder plus 4.25% (4.52% at March 31, 2010).

Our repo facility is a 30-day rolling purchase facility without maturity bearing interest at LIBOR plus 1.5% (1.73% at March 31, 2010). Jefferies & Company provided
financing in connection with the repo facility and will receive the proceeds used to pay down this amount.

Our 11.25% senior unsecured notes payable mature in October 2010.
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Capitalization

The following table sets forth our cash, cash equivalents, and short-term marketable securities and our capitalization as of March 31,
2010:

» on an actual basis;

+ onan as adjusted basis, giving effect to the closing in May 2010 of our $350.0 million warehouse facility with an affiliate of
Santander and the drawdown on such facility and other warehouse facilities of $267.0 million to reduce our PALP facility
with Santander by $235.0 million, reduce our inventory facility by $10.0 million, and fund shareholder dividends of $20.0
million and $2.0 million paid in April and May 2010, respectively; and

» ona pro forma as adjusted, basis, giving effect to (i) the transactions set forth above; (ii) the contribution by our current
shareholder (after transfer by and receipt from Verde) of $40.0 million aggregate principal amount of our subordinated notes
and $60.1 million aggregate principal amount of our junior secured notes to equity; (iii) the exchange of $35.0 million of our
subordinated notes and $2.0 million of our junior secured notes by Verde and Mr. Fidel, respectively, for notes of the same
series as the notes offered hereby; and (iv) the offering and use of proceeds as described under “Use of Proceeds.”

You should read the information contained in the following table in conjunction with “Use of Proceeds,” “Management’s Discussion
and Analysis of Financial Condition and Results of Operations” and our audited consolidated financial statements and the notes
thereto included elsewhere in this offering memorandum.

As of March 31, 2010

Pro Forma
Actual As Adjusted as Adjusted
Cash and Cash EQUIVAIENLS ...........ccccveveviiiiieececee et $ 21,838 3 21,838 $ 21,838
Restricted cash and investments held in trust .........ccccoove i, 61,806 61,806 49,742
Total debt:
Portfolio debt
Warehouse faCility .........coeviiriiiiiic s $ 124265 $ 391,314 $ 237,901
SECUNtiZation deDL .......ccvoiiieee e 203,834 203,834 203,834
e I - Tol | ) SRR 502,881 267,832 267,832
REPO FACTIILY ....cveivieiice e 12,292 12,292 —
POIFOlio deDL.......c.eiiie e 843,272 875,272 709,567
Non-portfolio debt
NOEES B et sbe e e sbe e e bae e ebe e e ebee e staeeabeeea — — 197,708
INVENEOTY FACTIILY.......oiiieiiiiicie s 50,000 40,000 40,000
Real estate MOIQagE .......veviveriiieirieccr e 12,997 12,997 12,997
Junior secured notes payable ..o 62,088 62,088 —
Senior unsecured NOtes PAYADIE ........ccociierciiiee e 1,491 1,491 —
Subordinated notes payable ... 75,000 75,000 —
NON-POrtfolio debt........coveiece 201,576 191,576 250,705
TOtAl AEDT.....eeiiieee s 1,044,848 1,066,848 960,272
Total Shareholder’s EQUILY.......cuiiviiiiiieiieiie e 326,991 304,991 404,089
Total capitaliZation ..o $ 1371839 $ 1371839 $ 1,364,361

(Dollars in thousands)

@ The total principal amount of notes being issued is $200.0 million. The issuers are offering $163.0 million aggregate principal amount for cash. Simultaneously with this
offering, Verde will exchange $35.0 million of our subordinated notes and our President and Chief Executive Officer will exchange $2.0 million of our junior secured notes
for $37.0 million aggregate principal amount of notes of the same series as the notes offered hereby. See “The Offering—Notes Offered.” Notes shown are net of original
issue discount.
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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 consolidated statements of operations for the years ended December 31, 2007, 2008, and 2009, and the consolidated
balance sheet data as of December 31, 2008 and 2009, have been derived from our audited financial statements, which are included
elsewhere in this offering memorandum. The consolidated statements of operations for the years ended December 31, 2005 and 2006,
and the consolidated balance sheet data as of December 31, 2005, 2006, and 2007, have been derived from our audited financial
statements, which are not included in this offering memorandum. The summary consolidated statements of operations for each of the
three-month periods ended March 31, 2009 and 2010, and the consolidated balance sheet data as of March 31, 2009 and 2010, have
been derived from our unaudited financial statements, which are presented elsewhere in this offering memorandum and include, in the
opinion of management, all adjustments, consisting of normal, recurring adjustments, necessary for a fair presentation of such data.
Our historical results are not necessarily indicative of our results for any future period.

You should read the following selected financial and other data in conjunction with “Management’s Discussion and Analysis of
Financial Condition and Results of Operations” and our consolidated financial statements and related notes included elsewhere in this
offering memorandum.

Three Months Ended
Years Ended December 31, March 31,

2005 2006 2007 2008 2009 2009 2010
(Unaudited)

Consolidated Statements of Operations:

Revenue:
Sales of used VEhiCIeS...........ccvveeeiiieccccne $ 693133 $ 808131 $ 963621 $ 796,750 $ 694,460 $ 225092 $ 234,619
INEEreSt INCOME ... 196,426 220,683 250,628 261,875 251,822 61,653 62,419
Total FeVENUE .....cocveviiiieccee e 889,559 1,028,814 1,214,249 1,058,625 946,282 286,745 297,038
Costs and expenses:
Cost of used vehicles Sold ..........c.ccoeerrniicciinnns 423,413 498,365 575,234 477,255 394,362 125,262 142,522
Provision for credit 10SSES...........cocorvirirerinerineriienne 173,320 192,010 283,407 300,884 223,686 69,815 47,146
Secured debt interest eXpense..........ccovvereccinennnn 35,137 47,748 63,719 74,749 95,037 22,891 23,429
Unsecured debt interest expense. 2,514 10,076 12,982 22,333 15,629 5,792 2,312
Selling and Marketing..........ccooveernnnicceesenne 36,245 35,330 36,210 28,644 31,491 8,995 9,930
General and administrative eXpense ...........c.ceceeeenne 128,156 151,999 154,018 159,561 150,600 45,876 34,628
Depreciation eXpense...........ccoveveveenen. 6,600 8,606 15,784 14,088 13,061 3,361 3,438
Gain on extinguishment of debt, net — — — (19,699) (30,311) (6,754) —
Total costs and eXPENSES.........ccovvererveerirerens 805,385 944,134 1,141,354 1,057,815 893,555 275,238 263,405
Income before iNCOME taXes.........ccuvvrerieirieeisciseseeieas 84,174 84,680 72,895 810 52,727 11,507 33,633
Income tax expense (benefit) @ ..o, 1,134 (1,426) 1,000 1,090 730 370 350
NEet iNCOME / (10SS) ...vevevveeeieirieieeee s $ 83040 $ 86,106 $ 71895 $ (280) $ 51,997 $ 11137 $ 33,283
Year Ended Three Months Ended
December 31, March 31,
2009 2009 2010

(Unaudited)
Pro Forma Income Information:
[ IS (o Tors I A= A o704 L= T PSRRI $ 51997 $ 11,137 $ 33,283
Pro forma notes offering adfUSEMENTS ) .............vviveee et neen 14,103 1,889 1,963

$ 66,100 $ 13,026 $ 35246

Pro forma net income

(Dollars in thousands)
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Three Months Ended

Fiscal Years Ended December 31, March 31,
2005 2006 2007 2008 2009 2009 2010
(Unaudited)
Dealerships:
Dealerships in operation at end of period........... 86 97 103 86 78 79 79
Average number of vehicles sold per dealership
PEF MONtN....vviicee e 56 54 55 49 52 66 69
Retail Sales:
Number of used vehicles sold .............ccevveeniens 54,778 60,324 66,922 55,415 49,500 15,787 16,303
Average age of vehicles sold (in years).............. 3.8 4.1 3.9 4.1 4.1 4.2 4.4
Average mileage of vehicles sold....................... 61,791 66,236 64,898 67,428 68,076 65,830 69,208
Per vehicle sold data:
Average sales price $ 12,653 $ 13,397 $ 14,399 $ 14,378 $ 14,029 $ 14,258 $ 14,391
Average cost of used vehicle
SOId . $ 7,730 $ 8,261 $ 8,596 $ 8,612 $ 7,967 $ 7,935 $ 8,742
Average gross margin ............... $ 4923 % 5136 $ 5803 $ 5766 $ 6,062 $ 6,323 $ 5,649
Gross margin percentage........... 38.9% 38.3% 40.3% 40.1% 43.2% 44.3% 39.3%
Loan Portfolio:
Number of applications............cccccoevvivvinieene. 157,672 168,560 195,684 187,486 179,508 51,764 51,778
Close rate percentage @ ........cccoovvereericeniinnns 34.7% 35.8% 34.2% 29.6% 27.6% 30.5% 31.5%
Principal balances originated .. . $ 684834 % 799,363 $ 959,517 % 789,360 $ 686,214  $ 220,171  $ 226,661
Average amount financed per origination .......... $ 12,507 $ 13,254 $ 14,341 $ 14,250 $ 13,867 $ 13,951 $ 13,912
Number of loans outstanding — end of period..... 102,474 112,040 124,228 125,070 127,737 128,349 132,642
Principal outstanding — end of period................. $ 935182 $ 1,104,325 $ 134308 $ 1342855 $ 1312216 $ 1375442 $ 1,367,408
Average principal outstanding during the
PEIIOU. ... $ 904657 $ 1,032,408 $ 1271678 $ 1410292 $ 1,364,782 $ 1350971 $ 1,325,261
Average effective yield on portfolio ® .............. 21.7% 21.5% 20.0% 19.3% 19.3% 19.2% 19.8%
Allowance for credit losses as a percentage of
portfolio principal ........cccccovevivivivecieriens 17.4% 17.4% 18.2% 18.1% 16.6% 17.9% 16.2%
Portfolio performance data:
Portfolio delinquencies over
30days @ oo 9.3% 7.2% 8.6% 9.4% 7.4% 5.4% 4.4%
Principal charged-off as a percentage of
average principal outstanding.......... 26.3% 25.9% 27.2% 30.3% 26.6% 7.1% 5.6%
Recoveries as a percentage of principal
charged-off........covvviiiiis 34.7% 39.2% 32.9% 29.4% 31L.7% 31.4% 41.5%
Net charge-offs as a percentage of
average principal outstanding.......... 17.2% 15.8% 18.2% 21.4% 18.2% 4.9% 3.3%
Financing and Liquidity:
Unrestricted cash and availability 0. $ 101,041 $ 121,664 $ 126,309 $ 50,232 $ 40,407 $ 94,122 $ 86,843
Ratio of net debt to shareholder’s
eqUity ® s 3.2x 3.2x 3.7x 3.8x 3.3x 3.5x 2.9x
Total average secured and unsecured
bt v $ 754657 $ 878,417 $ 1063806 $ 1,153,122 $ 1,047522 $ 1,089,515 $ 1,044,211
Weighted average effective borrowing
rate on total debt @ 5.0% 6.6% 7.2% 8.4% 10.6% 10.7% 10.0%
(Dollars in thousands, except per vehicle sold data)
As of December 31, As of March 31,
2005 2006 2007 2008 2009 2009 2010
(Unaudited)
Consolidated Balance Sheet Data:
Cash and cash equivalents............ccccecerverinerinniiinnns $ 41306 $ 41,483 $ 42241 % 25533 $ 21526 $ 21,442  $ 21,838
Restricted cash and investments held in trust % 134,929 131,221 107,271 71,223 84,064 63,730 61,806
Finance receivables ™ ............ccoovvverirnnrnnnn. 954,370 1,129,509 1,375,961 1,375,019 1,340,591 1,406,908 1,395,841
Allowance for credit 0SS ...........ovv..orrrveererrrinnrnees (162,900) (192,150) (244,034) (242,600) (218,259) (246,100) (222,109)
TINVENTONY ..ot 121,805 122,460 136,642 100,211 115,257 71,510 91,642
Total assets . 1,158,394 1,333,235 1,515,646 1,430,738 1,432,080 1,407,660 1,435,275
Secured debt .. 787,696 912,874 1,038,191 912,201 1,010,728 880,623 968,357
Unsecured debt .. 76,495 77,064 131,823 194,866 76,487 180,486 76,491
Total debt *? 864,191 989,938 1,170,014 1,107,067 1,087,215 1,061,109 1,044,848
Shareholder’s eqUILY ........ccccoevveiveiieiieieeeeeeeene 217,201 256,070 276,771 266,008 293,145 277,008 326,991

(6]

discount to par, resulting in net gains on extinguishment of debt.
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During the years ended December 31, 2008 and 2009, we repurchased outstanding indebtedness in the amounts of $96.0 million and $135.2 million, respectively, at a
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We elect to be treated as an S-corporation for federal and state income tax purposes. There is no provision for income taxes, except for a reduced amount of entity level state
tax in certain jurisdictions, and for one of our subsidiaries which is a C-corporation. Income and losses flow through to our sole shareholder, who reports such income and
losses on individual income tax returns.

Pro forma offering adjustments represent adjustments to net income as if the offering set forth herein was consummated on January 1, 2009. This adjustment represents net
savings of $14.1 million, $1.9 million and $2.0 million in 2009 and in the three month periods ended March 31, 2009 and 2010, respectively, in interest expense from the
interest rate differential between the notes offered herein and interest rates on the debt we assumed we would have repaid (junior secured notes, subordinated notes and
senior unsecured notes, including the effect of the $350.0 million Santander warehouse facility and the related reductions in PALP debt and inventory facility debt) and a
reduction in debt outstanding.

Close rate percentage represents the percentage of customer applications for credit that result in sales of used vehicles.

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.

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.

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.

Net debt is calculated as total debt less restricted cash and investments held in trust securing various debt facilities. Ratio of net debt to shareholder’s equity is calculated as
net debt divided by total shareholder’s equity.

Average effective borrowing rate includes the effect of amortization of discounts, debt issuance costs, and unused line fees.

Restricted cash and investments held in trust consist of cash and cash equivalents pledged as collateral under securitization transactions, portfolio warehouse facilities, and
term financing facilities.

Finance receivables include principal balances, accrued interest, and capitalized loan origination costs.

Total debt excludes accounts payable, accrued expenses, and other liabilities.
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Management’s Discussion and Analysis of Financial Condition
and Results of Operations

The following discussion and analysis of our financial condition and results of operations should be read in conjunction with our
consolidated financial statements and related notes that appear elsewhere in this offering memorandum. In addition to historical
financial information, the following discussion contains forward-looking statements that reflect our plans, estimates, and beliefs. Our
actual results could differ materially from those discussed in the forward-looking statements. Factors that could cause or contribute to
these differences include those discussed below and elsewhere in this offering memorandum, particularly in “Risk Factors” and
“Forward-Looking Statements.”

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, 2010, we owned and operated 79
dealerships and 13 reconditioning facilities in 19 geographic regions in 12 states. For the twelve months ended March 31, 2010, we
sold 50,016 vehicles, generated $956.6 million of total revenue (which consists of vehicle sales and interest income), and generated
$175.2 million of Adjusted EBITDA. We provide our customers with financing for substantially all of the vehicles we sell. As of
March 31, 2010, our loan portfolio had a total outstanding principal balance of $1.4 billion. In contrast to other leading publicly traded
used vehicle retailers, we maintain our loan portfolio and related financings on our balance sheet.

Over the past 18 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 segment. In addition, we believe that our model will allow us to systematically open new dealerships in
existing and new markets throughout the United States.

We operate in the large and highly fragmented used vehicle sales and financing markets. According to CNW, for 2009, industry sales
of used vehicles totaled $301.0 billion, which consisted of sales from approximately 53,500 franchise and independent dealers and
private transactions. The five largest used vehicle retailers accounted for only 2.7% of the nationwide market share in 2009. At the end
of 2009, total used vehicle loans outstanding approximated $806.9 billion and the subprime segment we focus on comprised 21.7% of
total automobile loans outstanding. Within the subprime market, we cater to customers who have the income necessary to purchase a
used vehicle, but because of their impaired credit histories, cannot qualify for financing from traditional third-party sources. Our
average customer is 25 to 55 years of age, has an annual income of $24,000 to $56,000, and has a FICO score between 450 and 570.
FICO scores range from 350 to 850, and a customer with a FICO score below 620 is typically considered to have subprime credit.

Access to funding

We provide financing to our customers to facilitate the purchase of used vehicles from us. In addition to borrowing funds to meet
these requirements, we require capital to maintain our inventory of vehicles, and to provide working capital for our operations.
Historically, we have relied upon portfolio warehouse facilities and securitization transactions. When the securitization market
deteriorated beginning in 2007, we were able to secure financing from a large consumer lender with expertise in the automobile
receivables space, as well as subordinated debt provided by Verde and other sources, albeit at a higher cost of funds.

In December 2009, we completed our first securitization transaction since June 2007 by issuing $192.6 million of asset-backed
securities, which are collateralized by approximately $300.0 million of finance receivables. The asset-backed securities are structured
in four tranches with credit ratings ranging from AAA to A, without external credit enhancement from a monoline insurer. The
weighted average coupon of these four tranches was 5.3%. See “Description of Existing Indebtedness—Securitizations” below for
additional information regarding securities ratings.

We have secured additional sources of funding to date in 2010, including (i) a $125.0 million warehouse facility with an affiliate of
UBS in April 2010, (ii) a $350.0 million warehouse facility with an affiliate of Santander in May 2010, and (iii) the receipt of a
commitment letter for a $50.0 million warehouse facility (expanding to $100.0 million at January 2011) from an affiliate of RBS in
May 2010.

Planned dealership openings

We believe we are well positioned to expand our dealership network throughout the United States, primarily through organic growth.
We believe our centralized and integrated business model enables us to efficiently open new dealerships. Our typical times from site
selection to lease execution and from lease execution to store opening are one to six months and two to four months, respectively, and
we generally achieve profitability within six to 12 months of opening. We seek to locate new stores in existing commercial facilities,
typically lease each facility for five years (with options to extend for another five to 15 years), and spend approximately $350,000 to
$450,000 in leasehold improvements and equipment to establish each of our branded dealerships. We generally seek to expand into
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geographic regions in the United States with populations ranging from 500,000 to three million people, that have customer
demographic concentrations consistent with our target market, and have favorable operating environments. As of March 31, 2010, we
had dealerships in 15 of 81 geographic regions between 500,000 and three million people, and we had dealerships in four of 16
geographic regions with populations in excess of three million people.

Statement of Operations — Line Item Descriptions
Revenue
Sales of used vehicles

We derive a significant portion of our revenue from the sale of used vehicles. Sales of used vehicles includes revenue from the sale of
vehicles, net of a reserve for returns. Factors affecting revenue from sales of used vehicles include the number of used vehicles we sell
and the price at which we sell our vehicles.

The number of used vehicles we sell depends on the volume of customer applications received and the conversion rate from customer
application to sale. Application volume is a function of the number of dealerships, advertising, customer referrals, repeat customer
volume, other marketing efforts, competition from other used car dealerships, availability of credit from other subprime finance
companies, and general economic conditions. The conversion rate from customer application to sale is a function of our underwriting
standards, customer sales experience, customer affordability, vehicle inventory, and warranty provided. The price at which we sell our
vehicles is dependent on our pricing strategy, which balances margins, sales volume, and loan performance.

Interest income

Interest income consists of interest earned on installment sales contracts net of amortization of loan origination costs, plus late
payment fees and interest earned on investments held in trust. We write-off accrued interest on charged-off loans as a reduction to
interest income. Interest income is affected by (i) the principal balance of our loan portfolio, (ii) the average APR of our loan
portfolio, and (iii) the payment performance by our borrowers on their loans.

Costs and expenses
Cost of used vehicles sold

Cost of used vehicles sold includes the cost to acquire vehicles, reconditioning and transportation costs associated with preparing the
vehicles for resale, vehicle warranty, and other related costs. The cost to acquire vehicles includes the vehicle purchase price, auction
fees, wages, and other buyer costs. A liability for the estimated cost of vehicle repairs under our DriveCare® limited vehicle warranty
program is established at the time a used vehicle is sold by charging cost of used vehicles sold. The liability is evaluated for adequacy
through an analysis based on the program’s historical performance of warranty cost incurred per unit sold over the term of the
warranty.

The cost of used vehicles sold is affected by a variety of factors including: (i) the cost of vehicles purchased at auction, (ii) the quality,
make, model, and age of vehicles acquired, (iii) transportation costs, (iv) labor costs and costs to operate our reconditioning facilities,
and (v) warranty costs.
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Provision for credit losses

Provision for credit losses is the charge recorded to operations to maintain an allowance adequate to cover losses inherent in the
portfolio. We charge off the entire principal balance of receivables that are contractually 91 or more days past due at the end of a
month, net of estimated recoveries. The allowance for credit losses varies based on size of the loan portfolio and the expected
performance of the loans. Loan performance is a function of the underlying credit quality of the portfolio, the effectiveness of
collection activities, auction values for repossessed vehicles, other ancillary collections, and overall economic conditions.

We anticipate the allowance for credit losses to grow as we increase origination volume and grow our portfolio. However, the
allowance as a percentage of portfolio principal may decline based on performance of loans originated since we tightened our loan
underwriting standards beginning in the second quarter of 2008. Loans originated since we tightened our underwriting standards
represent 74.9% of our loan portfolio as of March 31, 2010.

Secured debt interest expense and unsecured debt interest expense

Secured debt interest expense consists of interest and related amortization of debt issuance costs on our portfolio warehouse facilities,
securitizations, PALP financings, inventory and other revolving facilities, real estate mortgage financing, and junior secured notes
payable. Our junior secured notes payable at March 31, 2010 consist of a $38.1 million Tranche A component and a $24.0 million
subordinate Tranche B component. Mr. Fidel holds $2.0 million of Tranche A notes and Verde holds an aggregate of $60.1 million of
Tranche A and Tranche B notes at March 31, 2010. At March 31, 2010, the Tranche A notes bear interest at 22% per annum and the
Tranche B notes bear interest at 27% per annum. Secured debt interest expense is dependent on the amount of secured indebtedness
and the interest expense associated therewith, both of which are dependent in part on the financial markets and economy as a whole.

Unsecured debt interest expense consists of interest expense and related amortization of discounts and debt issuance costs on our
senior unsecured notes payable and our subordinated notes. Our subordinated notes at March 31, 2010 consist of $75.0 million to
Verde with interest at 12.0% per annum. Unsecured debt interest expense is dependent on the amount of unsecured indebtedness and
the interest expense associated therewith, both of which are dependent on the financial markets and economy as a whole.

In connection with this offering, Verde has agreed to transfer to our current shareholder and our current shareholder has agreed to
receive and contribute an aggregate of $40.0 million of our subordinated notes and $60.1 million of our junior secured notes into
equity. The remaining $35.0 million in subordinated notes payable to Verde and the $2.0 million in junior secured notes payable to
Mr. Fidel will be exchanged for an equal principal amount of notes of the same series as the notes offered hereby. See “The
Offering—Notes Offered.”

Selling and marketing

Selling and marketing expenses include salaries and commissions of sales personnel, as well as advertising and marketing-related
costs. Our selling and marketing expenses are generally affected by the salaries and commissions we pay to our sales personnel, which
are dependent in part on the volume of vehicles sold. Selling and marketing expenses are also generally affected by the cost of
advertising media and our marketing strategy.

General and administrative

General and administrative expenses include compensation and benefits, property-related expenses, collection expenses on our
portfolio, store closing costs, and other ancillary expenses, such as professional fees and services.

We anticipate that general and administrative expenses will increase related to costs associated with being an SEC Registrant, and
costs associated with expansion of our dealership base. We anticipate that collection-related expenses will decrease as we centralize
our collections for early delinquencies at our new collection facility in Dallas, Texas.

Gain on extinguishment of debt, net

Gain on extinguishment of debt, net represents the difference between the carrying value of the debt we repurchased and the purchase
price at which we repurchased the debt, net of the write-off of unamortized debt issuance costs and discounts.

Internal Control Over Financial Reporting

Overview

We have material weaknesses in internal control over financial reporting. In April 2010, we identified a matter involving control
deficiencies in our internal control over financial reporting that constituted a material weakness. We have concluded that there is more
than a remote likelihood that a material misstatement of our annual or interim financial statements would not be prevented or detected
on a timely basis by our employees in the normal course of performing their assigned functions.
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Material weakness

In April 2010 we identified an error related to recording the effect of a transaction between related parties. In January 2008,

Mr. Garcia entered into an agreement directly with Mr. Fidel (not between the Company and Mr. Fidel) to purchase Mr. Fidel’s 5%
interest in DTAG and DTAC for $17.5 million. The terms of the purchase were such that Mr. Garcia paid Mr. Fidel $6.25 million in
cash and $11.25 million in a promissory note bearing interest at 8.0% per annum. The term of the note is five years with annual
installment payments required.

The agreement between Mr. Garcia and Mr. Fidel contains an employment condition, requiring Mr. Fidel to remain employed with the
Company through June 30, 2010. Under the terms of the agreement, if Mr. Fidel voluntarily terminates his employment as the
President and Chief Executive Officer of the Company at a time prior to June 30, 2010, one-half of the principal balance of the note
would be waived and would no longer be payable by Mr. Garcia.

Accordingly, under GAAP, $5.63 million of the $11.25 million note is deemed non-cash compensation expense to be recognized over
the term of the employment condition between Mr. Garcia and Mr. Fidel. The Company did not reflect the compensation expense and
the corresponding credit to equity related to this agreement in its financial statements in 2008 or 2009. We believe that the control
deficiency identified in connection with this error constitutes a material weaknesses in our internal control over financial reporting.
Such material weakness relates to our lack of processes and effective controls for identifying and recording related party transactions
not involving the Company in accordance with GAAP.

Critical Accounting Policies

The discussion and analysis of our financial condition and results of operations are based upon our consolidated financial statements,
which have been prepared in accordance with United States generally accepted accounting principles. The preparation of these
financial statements requires management to make estimates and judgments that affect the reported amounts of assets and liabilities,
revenue and expenses, and related disclosures of contingent assets and liabilities at the date of our financial statements. Actual results
may differ from these estimates under different assumptions or conditions, impacting our reported results of operations and financial
condition.

Certain accounting policies involve significant judgments and assumptions by management, which have a material impact on the
carrying value of assets and liabilities and the recognition of income and expenses. Management considers these accounting policies to
be critical accounting policies. The estimates and assumptions used by management are based on historical experience and other
factors, which are believed to be reasonable under the circumstances. The significant accounting policies which we believe are the
most critical to aid in fully understanding and evaluating our reported financial results are described below.

Revenue recognition

Revenue from the sale of used vehicles is recognized upon delivery, when the sales contract is signed, and the agreed-upon down
payment or purchase price has been received. Sales of used vehicles include revenue from the sale of used vehicles, net of a reserve
for returns. The reserve for returns is estimated using historical experience and trends and could be affected if future vehicle returns
differ from historical averages. A 10.0% increase in our rate of returns would result in a $0.6 million decrease in our sales return
allowance at December 31, 2009 and March 31, 2010. Revenue is recognized at time of sale since persuasive evidence of an
arrangement in the form of an installment sales contract exists, we have delivered the vehicle to the customer, transferred title, our
sales have a fixed and determinable price, and collectability is reasonably assured.

Allowance for credit losses

We maintain an allowance for credit losses on an aggregate basis at a level we consider sufficient to cover probable credit losses
inherent in our portfolio of receivables as of each reporting date utilizing a loss emergence period to cover 12 months of estimated
losses. The allowance takes into account historical credit loss experience, including timing, frequency and severity of losses. This
estimate of existing probable credit losses inherent in the portfolio is primarily based on static pool analyses by month of origination
based on origination principal, credit grade mix and deal structure, including down payment and term. The evaluation of the adequacy
of the allowance also considers factors and assumptions regarding the overall portfolio quality, delinquency status, the value of the
underlying collateral, current economic conditions that may affect the borrowers’ ability to pay, and the overall effectiveness of
collection efforts.

The static pool loss curves by grade are adjusted for actual performance to date, and historical seasonality patterns. The forecasted
periodic loss rates, which drive the forecast for estimated gross losses (before recoveries) are calculated by factoring amortization
speed, and origination terms. Charge offs have a natural seasonality pattern such that they are typically lower during the first and
second quarters of each calendar year because customers tend to have additional money from tax refunds to apply to their loans,
compared to the third and fourth quarters when charge offs tend to increase. Recoveries are estimated using historical unit and dollar
static pool recovery activity to forecast recoveries for estimated charge offs at the balance sheet date. The forecasted recovery rates
(on a per unit basis) are based on the historical unit recovery trend by recovery type as adjusted for estimated impact of economic and
market conditions.
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The allowance model is sensitive to changes in assumptions such that an increase or decrease in our forecasted net charge-offs would
increase or decrease the allowance as a percentage of principal outstanding required to be maintained. The amount of our allowance is
sensitive to losses within credit grade, recovery values, deal structure, the loss emergence period and overall credit grade mix of the
portfolio. In the event loss assumptions used in the calculation of the allowance for credit losses were to increase, there would be a
corresponding increase in the amount of the allowance for credit losses, which would decrease the net carrying value of finance
receivables and increase the amount of provision for credit losses, thereby decreasing net income. A 5% increase in our frequency loss
assumption would increase the allowance for credit losses and our provision for credit losses by $9.2 million and $9.6 million as of
December 31, 2009 and March 31, 2010, respectively. Also, a 5% decrease in our assumed recoveries per loan charged off, would
result in an increase to the allowance for credit losses and provision for credit losses by $3.9 million and $4.1 million as of

December 31, 2009 and March 31, 2010, respectively. Our ability to forecast net charge-offs and track static pool net losses by month
of origination are a critical aspect of this analysis.

Although it is reasonably possible that events or circumstances could occur in the future that are not presently foreseen, which could
cause actual credit losses to be materially different from the recorded allowance for credit losses, we believe that we have given
appropriate consideration to the relevant factors and have made reasonable assumptions in determining the level of the allowance. Our
credit and underwriting policies and adherence to such policies and the execution of collections processes have a significant impact on
collection results, as well as the economy as a whole. Changes to the economy, unemployment, auction prices for repossessed
vehicles, and collections and recovery processes could materially affect our reported results.

Recovery receivables

All loans over 90 days past due at month end are charged off. Recovery receivables consist of estimated recoveries to be received on
charged off receivables, including proceeds from selling repossessed vehicles at auction, along with insurance, bankruptcy and
deficiency collections. The recovery amount from selling repossessed vehicles at auction is a forecast of vehicles to be recovered from
loans previously charged-off and vehicles currently in our possession. Based on our extensive experience and historical database of
auction recoveries, we estimate the number of units we will recover and the value that we will receive for these vehicles at auction.
Our forecast utilizes historical data with respect to recovery rates, values, and time from charge-off to repossession. In order to
estimate auction recoveries we utilize historical static pool unit recovery rates as adjusted for recent market trends to arrive at the
forecasted recovery dollars by static pool month of charge-offs. Insurance, bankruptcy and deficiency collections are estimated using
historical trends adjusted for changes to recovery practices.

Valuation of inventory

Inventory consists of used vehicles held-for-sale or currently undergoing reconditioning and is stated at the lower of cost or market
value. Vehicle inventory cost is determined by specific identification. Direct and indirect vehicle reconditioning costs including parts
and labor, costs to transport the vehicles to our dealership locations, buyer costs, and other incremental costs are capitalized as a
component of inventory cost. Determination of the market value of inventory involves assumptions regarding wholesale loss rates
derived from historical trends and could be affected by changes in supply and demand at our retail locations and at the auctions. A
1.0% decrease in the valuation of our inventory at March 31, 2010 would result in a decrease in net income of approximately $0.9
million.

Secured financings
Securitizations

We sell loans originated at our dealerships to our bankruptcy-remote securitization subsidiaries, which, in turn, transfer the loans to
separate trusts that issue notes and certificates collateralized by these loans. The senior class notes are sold to investors, and we retain
the subordinate classes. We continue to service all securitized loans. Due to certain restrictions placed on the trusts (i.e., the trusts do
not have the right to pledge the assets), securitization transactions have been accounted for as secured financings, in accordance with
ASC 860 — Transfers and Servicing. Loans included in the securitization transactions are recorded as finance receivables and the asset-
backed securities that are issued by the trusts are recorded as a component of portfolio term financings in the accompanying
consolidated balance sheets.

Pooled auto loan program transactions

When the securitization market deteriorated beginning in 2007, we launched our PALP program to serve as a source of fixed-rate
financing for our finance receivable portfolio. Under PALP, we pool contracts originated at our dealerships and sell them to either (i) a
special purpose entity which transfers the loans to a separate trust which, in turn, issues a note collateralized by the loans; or (ii) we
sell the pooled loans, in a secured financing transaction, directly to a third-party financial institution. We retain all servicing. Both
types of PALP transactions are accounted for as secured financings either due to our right to repurchase the loans sold at a specified
date or due to restrictions placed on the trust. Therefore, the loan contracts included in the transactions remain in finance receivables
and the debt is reflected as portfolio term financings on the consolidated balance sheets.
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Limited warranty

A liability for the estimated cost of vehicle repairs under our DriveCare® limited vehicle warranty program is established at the time a
used vehicle is sold by charging costs of used vehicles sold. Starting with sales in December 2009, the DriveCare® limited warranty
plan was extended to 36 months / 36,000 miles, and includes oil changes at Sears automotive locations nationwide and 24/7 roadside
assistance. The liability is evaluated for adequacy through an analysis based on the program’s historical performance of warranty cost
incurred per unit sold over the term of the warranty, as adjusted for the increased warranty coverage. Our liability is affected by the
number of vehicles that come back for repair under warranty, the number of oil changes utilized, and our estimated cost per repair.
These assumptions are further affected by mix and age of vehicles sold and our ability to recondition vehicles prior to sale. A 10.0%
increase in our warranty accrual, would result in a reduction in net income of approximately $0.5 million for the three months ended
March 31, 2010.

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:

Reporting company expenses

Following the registration of the exchange notes, we will be subject to a number of additional requirements, including the reporting
requirements of the Exchange Act and certain related requirements of the Sarbanes-Oxley Act. As a result, we expect that our general
and administrative expenses will increase as we pay our employees, legal counsel, and accountants to assist us in, among other things,
establishing and maintaining internal control over financial reporting in accordance with Section 404 of the Sarbanes-Oxley Act, and
preparing and distributing periodic public reports under the federal securities laws. We estimate that incremental costs associated with
being an SEC registrant will be between $2.5 million and $4.0 million annually.

Limited warranty

Starting with sales in December 2009, we extended our DriveCare® limited warranty plan from six months / 6,000 miles to 36 months
/ 36,000 miles, and it now includes oil changes at Sears automotive locations nationwide and 24/7 roadside assistance. As a result, we
expect that our warranty costs will be higher in future periods, however, we believe that the warranty will have a positive impact on
vehicle sales and loan performance.

Interest expense

As a result of the issuance of the notes offered herein, the contribution of an aggregate of $100.1 million of subordinated notes and
junior secured notes into equity, a reduction in each of our warehouse facility debt, repurchase facility and senior unsecured notes, we
expect that our weighted average cost of funds will be lower in future periods. To the extent our average amount borrowed is also less
in future periods, we would expect a decrease in our interest expense in future periods.

Stock-based and other executive compensation

To date, we have not granted or issued any stock-based compensation. Accordingly, we have not recognized any stock-based
compensation expense. In the future, we plan to make awards to our directors, officers, and employees, which may be fully vested
upon grant, subject to time-based or performance-based vesting conditions, or some combination thereof. As a result, we expect to
incur non-cash, stock-based compensation expenses in future periods.
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Results of Operations
Three months ended March 31, 2010 compared to three months ended March 31, 2009
The following table sets forth our results of operations for the periods indicated.

Three Months Ended March 31,

2009 2010 % Change
Revenue:
Sales Of USEA VENICIES........ccviiiiecrei et $ 225,092 $ 234,619 4.2%
INEEIESE INCOME oottt et sre e s be e sbeesareas 61,653 62,419 1.2%
TOLAl FEVENUE ..ottt ettt sbr v 286,745 297,038 3.6%
Costs and expenses:
Cost of used VENICIES SOI .......c.cocviiiiiiicre e 125,262 142,522 13.8%
Provision for Credit I0SSES ..o 69,815 47,146 (32.5)%
Secured debt INtErest EXPENSE.......cvvvierieie it 22,891 23,429 2.4%
Unsecured debt interest EXPENSE ......civeieeieiiee e s 5,792 2,312 (60.1)%
Selling and Marketing.......cccccveveiii i 8,995 9,930 10.4%
General and adminiStratiVE ..........oovveiiiiiiee e 45,876 34,628 (24.5)%
DePreciation EXPENSE .....c.vecveeveiieiie e seesieesteere e s e steeste e erae e sreesreesreeneas 3,361 3,438 2.3%
Gain on extinguishment of debt, Net.........ccocooviiiriiic e (6,754) — (100.0)%
Total COSES aNA EXPENSES ......cvviviieiiieeieeie sttt 275,238 263,405 (4.3)%
INCOME DETOrE INCOME TAXES .. vveeievieceeecciie ettt e ere e s be e s ereeebeeaas 11,507 33,633 192.3%
INCOME TAX EXPENSE......viiiiieiiiei it 370 350 (5.4)%
N B TGO vttt ettt ettt et et e et et e re e et e s et et e st e e et et et eeseseeereaeeereere et eteseearesreareareans $ 11,137  $ 33,283 198.9%

(Dollars in thousands)

Sales of used vehicles

Revenue from sales of used vehicles increased $9.5 million, or 4.2%. The increase in revenue was driven by a 3.3% increase in sales
volume, coupled with a $133 increase in average sales price per vehicle sold. The increase in sales volume is attributable to an
increase in our close rates while application volume remained unchanged. The increase in average sales price per vehicle is
attributable to an increase in the average cost of used vehicles sold and our overall pricing strategy.

Internet-related sales increased from $85.0 million for the three months ended March 31, 2009 to $121.4 million for the three months
ended March 31, 2010. As a percent of total sales revenue, internet-related sales comprised 37.7% and 51.7% of our total sales
revenue for the three months ended March 31, 2009 and 2010, respectively. Our internet applications increased 31.7% in the three
months ended March 31, 2010 compared to the three months ended March 31, 2009 as a result of our increased marketing and
advertising effort, which is directed at driving more customers to our websites to complete an application to obtain pre-approval for
financing to purchase one of our vehicles.

On a same store basis, customer applications increased 0.4% and close rates increased to 31.6% from 30.6%, resulting in an increase
in same store unit sales of 3.8% and a increase in same store vehicle revenues of 4.1% for the three months ended March 31, 2010 as
compared to the same period in 2009.

Interest income

Interest income increased $0.8 million or 1.2%. The increase is primarily due to an increase in the average effective yield on our
receivables portfolio, offset by decreases in average portfolio principal of $25.7 million in 2010 compared to 2009.

Cost of used vehicles sold

Total cost of used vehicles sold increased $17.3 million, or 13.8%, due to an increase in the number of vehicles sold and the average
cost of vehicles sold. Our cost of vehicles sold per unit increased primarily as a result of higher acquisition costs and increased costs
associated with our warranty as a result of increased coverage of our DriveCare® limited warranty program. 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.
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Gross margin

Gross margin as a percentage of sales revenue decreased to 39.3% for the three months ended March 31, 2010 from 44.4% for the
same period in 2009. The decrease in gross margin percentage and average gross margin per vehicle for the three months ended
March 31, 2010 is the result of an increase in the average cost of vehicles sold as described above, in conjunction with changes to our
overall pricing strategy.

Provision for credit losses

Provision for credit losses decreased $22.7 million for the three months ended March 31, 2010 compared to the same period in 2009.
This decrease was primarily attributed to a decrease in net charge-offs due to tightening our loan underwriting standards, starting with
originations in the second quarter of 2008. Provision for credit losses also decreased due to a decrease in the allowance as a percentage
of outstanding principal due to the improved quality of the loan portfolio.

Net charge-offs as a percent of average outstanding principal decreased to 3.3% for the three months ended March 31, 2010 compared
to 4.9% in 2009. This improvement is the result of tightening of our loan underwriting standards beginning in the second quarter of
2008, which reduced gross principal charged-off to 5.6% for the three months ended March 31, 2010 from 7.1% for the same period in
2009, coupled with increased recoveries as a percentage of principal charged off. The improvement in recoveries is due primarily to
higher auction values, improved effectiveness of our repossession efforts, and the increase in seasoning of our loan portfolio.

The allowance for credit losses increased $3.9 million from December 31, 2009 to March 31, 2010, which, as a percentage of principal
outstanding balance, represented a decrease from 16.6% at December 31, 2009 to 16.2% at March 31, 2010. The decrease in the
allowance as a percent of outstanding principal balance is based primarily on the improved credit quality of our portfolio due to the
tightening of our loan underwriting standards beginning in the second quarter of 2008. At March 31, 2010, approximately 74.9% of
our portfolio represents loans that were originated since March 31, 2008 under our tightened loan underwriting standards.

Secured debt interest expense

Secured debt interest expense increased $0.5 million, or 2.4%. Our weighted average effective borrowing rate on secured debt for the
three months ended March 31, 2010 was 9.8%, as compared to 10.4% for the three months ended March 31, 2009. The increase in
secured debt interest expense was due primarily to an increase in the average amount outstanding on our portfolio term financings,
partially offset by reduced borrowing costs on both the portfolio revolving facilities and portfolio term financings.

Unsecured debt interest expense

Unsecured debt interest expense decreased $3.5 million, or 60.1%. The decrease is related to a decrease in interest expense on our
senior unsecured notes, as a result of the repurchase of $122.0 million in aggregate principal amount of these notes in the fourth
quarter of 2009 and first quarter of 2010.

Selling and marketing expense

Selling and marketing expenses increased $0.9 million, or 10.4%. This increase was due to an increase in our advertising expenses,
primarily related to our television and internet marketing strategy, including an increased focus on advertising for our new 36 month /
36,000 mile limited warranty, in conjunction with advertising associated with opening two new geographic locations.

General and administrative expense

General and administrative expenses decreased $11.2 million, or 24.5%. General and administrative expenses decreased due to fewer
stores in operation during 2010 as a result of the closure nine stores and two reconditioning facilities in the first quarter of 2009. These
were partially offset by store closing costs of $3.7 million and $0.4 million expensed in the three months ended March 31, 2009 and
2010, respectively, and a $7.6 million expense incurred in the first quarter of 2009 relating to a legal settlement. The settlement related
to a lawsuit by a competitor that essentially alleged that we unlawfully paid the competitor’s employees for customer referrals,
diverting business from the competitor to us. We disputed the allegations and believe that, in general, the prospects referred did not
meet the typical customer profile of the competitor. Nonetheless, we discontinued the practice complained of, and settled the lawsuit
without admitting any impropriety or illegality.

Gain on extinguishment of debt, net

During the three months ended March 31, 2009, we repurchased outstanding indebtedness in aggregate principal amounts of $28.2
million, resulting in net gains on the extinguishment of debt of $6.8 million.
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Net income

Net income increased $22.2 million from $11.1 million for the three months ended March 31, 2009 to $33.3 million for the three
months ended March 31, 2010, primarily due to a lower provision for credit losses due to improved loan portfolio performance, a
decrease in general and administrative costs and operating expenses, a decrease in interest expense, an increase in the number of
vehicles sold, partially offset by a lower gross margin per unit sold and a decrease of $6.8 million in net gain on extinguishment of
debt.

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

Three Months Ended

March 31,
2009 2010 Change

AMOUNE OFIGINALEA ..ottt $ 220171 $ 226661 $ 6,490
Number of 10anSs OFIgINALE .........cccceiviiiiiice e 15,782 16,292 510
Average amount fINANCE .......cccviviiiiiririrsrssee e $ 13951 $ 13912 % (39)
Average APR OFIgINAEA .........ccuiriiiiiiiiiicee e 21.6% 22.4% 3.7%
Average term (IN MONENS) .......oviiiiiie e 52.1 52.3 0.2
AVErage doWN PAYMENT .......c.cveiviierieeieteee ettt sttt r et eeerns $ 1254  $ 1462  $ 208
Down payment as a percent of amount financed ...........cccoovveiiiiniiennicceee, 9.0% 10.5% 16.7%
Percentage of sales revenue financed @ ..o 97.8% 96.6% (1.2)%

(Dollars in thousands except average data)
@ Represents the dollar amount originated divided by the dollar amount of revenue from sales of used vehicles.

We originate loans when a customer finances the purchase of one of our vehicles, and the balance on these loans, together with
accrued interest and unamortized loan origination costs, comprises our portfolio of finance receivables. Receivables are financed to
generate liquidity for our business. See “— Liquidity and Capital Resources” for further information.

The principal amount of loans we originated increased $6.5 million and we originated 510 more loans for the three months ended
March 31, 2010 compared to the same period in 2009. These increases were due to an increase in the number of vehicles sold over the
same periods, partially offset by a decrease in the average amount financed due to an increase in the average down payment. Average
APR for loans originated for the three months ended March 31, 2010 increased from 21.6% in 2009 to 22.4% in 2010 due to changes
in our overall interest rate pricing strategy.

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

Three Months Ended March 31,

2009 2010 Change
Principal balance receivables, end of period...........cccccoveviiiiiiiicvicicciccce, $ 1,375,442 $ 1,367,408 $ (8,034)
Average principal balance during period ..........ccocooveneineniinencieee e $ 1,350,971 $ 1,325,261 $ (25,710)
Number of loans outstanding, end of Period...........ccoceovviriiiiiiinniiis 128,349 132,642 4,293
Average remaining principal per loan, end of period...........ccccooevvininiinennn $ 10,716 $ 10,309 $ (407)
Weighted average APR of contracts outstanding...........ccoceeveereneicnennieniennnn 20.5% 20.8% 1.5%
Average age per 10an (in MONtNS) .......oocviiiiiieieie e 14.0 155 1.5

(Dollars in thousands except per loan data)

Finance receivables principal balance decreased $8.0 million from March 31, 2009 to March 31, 2010 due to an excess of portfolio
run-off (regular principal payments, payoffs, and charge-offs) over origination volume. This decrease was due, in large part, to a more
seasoned loan portfolio.
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Delinquencies

As a percentage of total outstanding loan principal balances, delinquencies over 30 days were 5.4% and 4.4% at March 31, 2009 and
2010, respectively. The decrease was due to the tightening of our loan underwriting standards beginning in the second quarter of 2008.
At March 31, 2010, approximately 74.9% of our portfolio represents loans that were originated since March 31, 2008 under our
tightened loan underwriting standards.

Year ended December 31, 2009 compared to year ended December 31, 2008
The following table sets forth our results of operations for the periods indicated.

Fiscal Year Ended December 31,

2008 2009 % Change
Revenue:
Sales Of USEA VENICIES......cccvviiiecccceee e $ 796,750 $ 694,460 (12.8)%
INEEIESE INCOME ...eviiiiee e 261,875 251,822 (3.8)%
TOtAl TEVENUE ...ttt ettt et stee e etee e stbe e eare e sraeesane e 1,058,625 946,282 (10.6)%
Costs and expenses:
Cost of used VEhICIES SOIT .......ceeveii e 477,255 394,362 (17.4)%
Provision fOr Credit I0SSES ......viiivieeiiiecie et 300,884 223,686 (25.7)%
Secured debt INtEreSt EXPENSE.......viviieieee e 74,749 95,037 27.1%
Unsecured debt iNterest EXPENSE ......veveveierereiieeeiee e 22,333 15,629 (30.0)%
Selling and MArketing.......cooeeveiirienieie e 28,644 31,491 9.9%
General and admMiNIStratiVE ........c.cooiviieierene e 159,561 150,600 (5.6)%
DePreciation EXPENSE ........civieririiierieierte ettt sre et sre e 14,088 13,061 (7.3)%
Gain on extinguishment of debt, Net..........cccoeiiniiii (19,699) (30,311) 53.9%
Total COStS and EXPENSES ......veiveerieeiee it eie e 1,057,815 893,555 (15.5)%
INCOMeE DEfOre INCOME TAXES ....veeivii ittt rre e aee s 810 52,727 n.m.
INCOME TAX EXPENSE......ciiiiiiiiiiiie it e s 1,090 730 (33.0)%
NEL TNCOME / (I0SS) ..ttt bbb 3 (280) $ 51,997 n.m.

(Dollars in thousands)

Sales of used vehicles

Revenue from sales of used vehicles decreased $102.3 million, or 12.8%, from 2008 to 2009. The decrease in revenue was driven by a
10.7% decrease in sales volume, coupled with a decrease in average sales price per vehicle sold of $349 per unit from 2008 to 2009.
The decrease in sales volume is attributable to a decrease in the average number of stores open, and a decrease in our close rates as a
result of our efforts to further tighten our loan underwriting standards beginning in the second quarter of 2008. We tightened our loan
underwriting standards to improve credit quality of new originations and closed stores in order to reduce origination volume to address
reduced liquidity as a result of turmoil in the credit markets, as well as the effects of the recession on our customers. The decrease in
average sales price per vehicle is attributable to a decrease in the average cost of used vehicles