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British Columbia, Canada 8736-3354
(State or Other Jurisdiction of (LLR.S. Employer
Incorporation or Organization) Identification No.)

2454 McMullen Booth Road, Building C
Clearwater, Florida 33759
(Address of Principal Executive Offices, Including Zip Code)
(727) 726-0763

(Registrant s Telephone Number, Including Area Code)

Securities registered under Section 12(b) of the Exchange Act:

Title of Each Class Name of Each Exchange on Which Registered
Common shares, no par value NASDAQ Global Select Market
Securities registered under Section 12(g) of the Exchange Act: None

Indicate by check mark if the Registrant is a well-known seasoned issuer, as defined in Rule 405 of the Securities
Act. Yes © No x

Indicate by check mark if the Registrant is not required to file reports pursuant to Section 13 or Section 15(d) of the
Exchange Act. ~

Indicate by check mark whether the Registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of
the Exchange Act during the preceding 12 months (or for such shorter period that the registrant was required to file
such reports), and (2) has been subject to such filing requirements for the past 90 days. Yes x No ~

Indicate by check mark whether the Registrant has submitted electronically and posted on its corporate Web site, if
any, every Interactive Data File required to be submitted and posted pursuant to Rule 405 of Regulation S-T during
the preceding 12 months (or for such shorter period that the Registrant was required to submit and post such

files). Yes x No ~

Indicate by check mark if disclosure of delinquent filers pursuant to Item 405 of Regulation S-K is not contained
herein, and will not be contained, to the best of the Registrant s knowledge, in definitive proxy or information

statements incorporated by reference in Part III of this Form 10-K or any amendment to this Form 10-K. x

Indicate by check mark whether the Registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer,
or a smaller reporting company. See the definitions of large accelerated filer , accelerated filer and smaller reporting
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company in Rule 12b-2 of the Exchange Act.

Large accelerated filer ~ Accelerated filer X

Non-accelerated filer ~ Smaller reporting company
Indicate by check mark whether the Registrant is a shell company (as defined in Rule 12b-2 of the Exchange
Act). Yes © No x

At September 30, 2013, the aggregate market value of the Registrant s Common Shares held by non-affiliates of the
Registrant was approximately $149,434,898.

As of June 2, 2014, 12,231,834 shares of the Registrant s Common Shares, no par value, were outstanding.

DOCUMENTS INCORPORATED BY REFERENCE

Portions of the Registrant s definitive Proxy Statement and Information Circular for the 2014 Annual General Meeting
of Shareholders currently scheduled to be held on July 30, 2014, expected to be filed with the Commission pursuant to
Regulation 14A on or about June 30, 2014, are incorporated by reference in Part III, Items 10 through 14, of this
Annual Report on Form 10-K.
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Forward-Looking Information

This Annual Report on Form 10-K ( Report ) contains various forward-looking statements within the meaning of
Section 27A of the Securities Act of 1933 and Section 21E of the Securities Exchange Act of 1934. Such statements

are based on management s beliefs and assumptions, as well as information currently available to management. When
used in this document, the words anticipate, estimate, expect, and similar expressions are intended to identify
forward-looking statements. Although Nicholas Financial, Inc., including its subsidiaries (collectively the Company ),
believes that the expectations reflected in such forward-looking statements are reasonable, it can give no assurance
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that such expectations will prove to be correct. Such statements are subject to certain risks, uncertainties and
assumptions, including but not limited to the risk factors discussed herein under Item 1A  Risk Factors. Should one or
more of these risks or uncertainties materialize, or should underlying assumptions prove incorrect, actual results may
vary materially from those anticipated, estimated or expected. Among the key factors that may cause actual results to
differ materially from those projected in forward-looking statements include fluctuations in the economy, the degree

and nature of competition, fluctuations in interest rates, the availability of capital at acceptable rates and terms,

demand for consumer financing in the markets served by the Company, the Company s products and services,

increases in the default rates experienced on retail installment sales contracts ( Contracts ), regulatory changes in the
Company s existing and future markets, the Company s intentions regarding strategic alternatives, and the Company s
ability to expand its business, including its ability to identify and complete acquisitions and integrate the operations of
acquired businesses, to recruit and retain qualified employees, to expand into new markets and to maintain profit
margins in the face of increased pricing competition. All forward-looking statements included in this Report are based
on information available to the Company as of the date of filing of this Report, and the Company assumes no

obligation to update any such forward-looking statement. Prospective investors should also consult the risk factors
described from time to time in the Company s filings made with the US Securities and Exchange Commission ( SEC ),
including its reports on Forms 10-Q, 8-K and 10-K and annual reports to shareholders.
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PART I
Item 1. Business
General

Nicholas Financial, Inc. ( Nicholas Financial-Canada ) is a Canadian holding company incorporated under the laws of
British Columbia in 1986. The business activities of Nicholas Financial-Canada are conducted through its two wholly
owned subsidiaries formed pursuant to the laws of the State of Florida, Nicholas Financial, Inc. ( Nicholas Financial )
and Nicholas Data Services, Inc. ( NDS ). Nicholas Financial is a specialized consumer finance company engaged
primarily in acquiring and servicing automobile finance installment contracts ( Contracts ) for purchases of new and
used automobiles and light trucks. To a lesser extent, Nicholas Financial also originates direct loans and sells
consumer-finance related products. NDS is engaged in supporting and updating industry-specific computer application
software for small businesses located primarily in the Southeastern United States. Nicholas Financial s financing
activities accounted for more than 99% of the Company s consolidated revenues for each of the fiscal years ended
March 31, 2014, 2013 and 2012, respectively. NDS s activities accounted for less than 1% of consolidated revenues
during the same periods.

Nicholas Financial-Canada, Nicholas Financial and NDS are hereafter collectively referred to as the Company . All
financial information herein is designated in United States dollars.

The Company s principal executive offices are located at 2454 McMullen Booth Road, Building C, Clearwater, Florida
33759, and its telephone number is (727) 726-0763.

Available Information

The Company s filings with the SEC, including annual reports on Form 10-K, quarterly reports on Form 10-Q,
definitive proxy statements on Schedule 14 A, current reports on Form 8-K, and any amendments to those reports filed
pursuant to Section 13 or 15(d) of the Securities Exchange Act of 1934, are made available free of charge through the
Investor Relations section of the Company s Internet website at http://www.nicholasfinancial.com as soon as
reasonably practicable after the Company electronically files such material with, or furnishes it to, the SEC. Copies of
any materials the Company files with the SEC can also be obtained free of charge through the SEC s website at
http://www.sec.gov, at the SEC s Public Reference Room at 100 F Street, N.E., Washington, D.C. 20549, or by calling
the SEC s Office of Investor Education and Assistance at 1-800-732-0330.

Growth Strategy

The Company s principal goals are to increase its profitability and its long-term shareholder value through greater
penetration in its current markets and controlled geographic expansion into new markets. The Company seeks to
expand its automobile financing program in the fifteen states Alabama, Florida, Georgia, Illinois, Indiana, Kansas,
Kentucky, Maryland, Michigan, Missouri, North Carolina, Ohio, South Carolina, Tennessee and Virginia in which it
currently operates by increasing the business generated at its existing branch locations and by targeting certain
geographic locations within these states where it believes there is a sufficient market for its automobile financing
program. The Company s strategy is to monitor these markets and ultimately decide if and where it will open
additional branch locations. During fiscal 2014, the Company opened one new branch. The Company is opening one
additional branch during the first quarter of fiscal 2015. The Company did not close any branches during fiscal 2014.
The Company will continue to evaluate any branch locations that do not meet its minimum profitability targets and
may elect to close one or more of these branches in the future. As of the date of this Report, the Company has no plans
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to close any branches within the fiscal year ending March 31, 2015, although no assurances can be given that it will
not do so. The Company also continues to analyze other markets in states in which it does not currently operate for
expansion opportunities. Although the Company has not made any bulk purchases of Contracts in well over a decade,
if the opportunity arises, the Company may consider possible acquisitions of portfolios of seasoned Contracts from
dealers in bulk transactions as a means of further penetrating its existing markets or expanding its presence in targeted
geographic locations. The Company cannot provide any assurances, however, that it will be able to further expand in
either its current markets or any targeted new markets.

The Company is currently licensed to provide direct consumer loans in Florida and North Carolina. In addition, the
Company continues to analyze the direct loan market in Ohio for possible future expansion into such market. The
Company does not have any current plans to expand its strategy of soliciting current customers and expects total direct
loans to remain approximately 2.5% of its total portfolio.
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Automobile Finance Business _Contracts

The Company is engaged in the business of providing financing programs, primarily on behalf of purchasers of new
and used cars and light trucks who meet the Company s credit standards, but who do not meet the credit standards of
traditional lenders, such as banks and credit unions, because of the age of the vehicle being financed or the customer s
job instability or credit history. Unlike traditional lenders, which look primarily to the credit history of the borrower in
making lending decisions and typically finance new automobiles, the Company is willing to purchase Contracts for
purchases made by borrowers who do not have a good credit history and for older model and high mileage
automobiles. In making decisions regarding the purchase of a particular Contract, the Company considers the
following factors related to the borrower: place and length of residence; current and prior job status; history in making
installment payments for automobiles; current income; and credit history. In addition, the Company examines its prior
experience with Contracts purchased from the dealer from which the Company is purchasing the Contract, and the
value of the automobile in relation to the purchase price and the term of the Contract.

The Company s automobile finance programs are currently conducted in fifteen states through a total of 65 branch
offices, consisting of twenty in Florida, eight in Ohio, six in each of North Carolina and Georgia, three in each of
Alabama, Kentucky, Indiana, Missouri, Michigan, two in each of South Carolina, Illinois, Tennessee and Virginia,

and one in each of Maryland and Kansas. As of March 31, 2014 the Company had non-exclusive agreements with
approximately 4,000 dealers, of which approximately 1,700 are active, for the purchase of individual Contracts that
meet the Company s financing criteria. The Company considers a dealer agreement to be active if the Company has
purchased a Contract thereunder in the last six months. Each dealer agreement requires the dealer to originate

Contracts in accordance with the Company s guidelines. Once a Contract is purchased by the Company the dealer is no
longer involved in the relationship between the Company and the borrower, other than through the existence of

limited representations and warranties of the dealer in favor of the Company.

A customer under a Contract typically makes a down payment, in the form of cash or trade-in, ranging from 5% to
35% of the sale price of the vehicle financed. The balance of the purchase price of the vehicle plus taxes, title fees
and, if applicable, premiums for extended service Contracts, credit disability insurance and/or credit life insurance, are
generally financed over a period of 12 to 72 months. Credit disability insurance coverage enables the customer to
make required payments under the Contract in the event the borrower becomes unable to work because of illness or
accident and credit life insurance pays the borrower s obligations under the Contract upon his or her death.

At approximately the time of origination, the Company purchases a Contract from an automobile dealer at a
negotiated price that is less than the original principal amount being financed (the dealer discount) by the purchaser of
the automobile. The amount of the dealer discount depends upon factors such as the age and value of the automobile,
creditworthiness of the customer and competition in any given market. The Company will pay more (i.e., purchase the
Contract at a smaller discount from the original principal amount) for Contracts as the credit risk of the customer
improves. In certain markets, competition more significantly impacts the discount that the Company can charge. To
date, the Contracts purchased by the Company have been purchased at discounts that range from 1% to 15% of the
original principal amount of each Contract. Also, the Company charges the dealer a processing fee of $75 per Contract
purchased, which is part of the net dealer discount. As of March 31, 2014, the Company s loan portfolio consisted
exclusively of Contracts purchased without recourse to the dealer. Although all of the Contracts in the Company s loan
portfolio were acquired without recourse, each dealer remains potentially liable to the Company for breaches of
certain representations and warranties made by the dealer with respect to compliance with applicable federal and state
laws and valid title to the vehicle.

The Company s policy is to only purchase a Contract after the dealer has provided the Company with the requisite
proof that the Company has a first priority lien on the financed vehicle (or the Company has, in fact, perfected such
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first priority lien), that the customer has obtained the required collision insurance naming the Company as loss payee
and that the Contract has been fully and accurately completed and validly executed. Once the Company has received
and approved all required documents, it pays the dealer for the Contract and commences servicing the Contract.

The Company requires the owner of the vehicle to obtain and maintain collision insurance, naming the Company as
the loss payee, with a deductible of not more than $1,000. Both the Company and the dealers offer purchasers of
vehicles certain other add-on products. These products are offered by the dealer on behalf of the Company or on
behalf of the dealership at the time of sale. They consist of a roadside assistance plan, extended warranty protection,
gap insurance, credit life insurance and credit accident and health insurance. If the purchaser so desires, the cost of
these products may be included in the amount financed under the Contract.
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The Company currently purchases Contracts in the states listed in the table below. The Contracts purchased by the
Company are predominately for used vehicles; for the periods shown below, less than 1% were for new vehicles. The
average model year collateralizing the portfolio as of March 31, 2014 was a 2006 vehicle. The dollar amounts shown
in the table below represent the Company s finance receivables, net of unearned interest on Contracts purchased:

Maximum

allowable Fiscal year ended March 31,
State interest rate (1) 2014 2013 2012
Alabama () $ 6,040,540 $ 5,232,553 $ 6,783,484
Florida 18-30%(3) 51,841,066 46,553,346 43,651,078
Georgia 18-30%(3) 17,423,334 15,982,075 16,614,136
Illinois 2) 3,904,937 3,598,494 3,397,116
Indiana 25% 6,982,627 8,382,587 9,476,794
Kansas 2) 1,539,181 1,455,404 524,647
Kentucky 18-25%(3) 8,757,666 8,670,180 8,548,743
Maryland 24% 3,080,969 2,017,568 1,636,236
Michigan 25% 6,345,063 4,626,532 5,842,652
Missouri 2) 5,650,626 4,582,994 5,053,896
North Carolina 18-29%(3) 15,752,982 14,955,884 13,558,091
Ohio 25% 24,681,643 21,423,125 19,707,139
South Carolina 2) 4,965,463 3,739,387 2,981,626
Tennessee 2) 6,270,407 5,300,795 4,712,364
Virginia 2) 6,007,632 5,219,885 3,833,685
Total $169,244,136 $151,740,809  $146,321,687

(1) The maximum allowable interest rates by state are subject to change and are governed by the individual states the
Company conducts business in.

(2) None of these states currently imposes a maximum allowable interest rate with respect to the types and sizes of
Contracts the Company purchases. The maximum rate which the Company will typically charge any customer in
each of these states is 30% per annum.

(3) The maximum allowable interest rate in each of these states varies depending upon the model year of the vehicle
being financed. In addition, Georgia does not currently impose a maximum allowable interest rate with respect to
Contracts over $5,000.

The following table presents selected information on Contracts purchased by the Company, net of unearned interest:

Fiscal year ended March 31,

Contracts 2014 2013 2012
Purchases $ 169,244,136 $ 151,740,809 $ 146,321,687
Weighted APR 23.00% 23.28% 23.82%
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Average dealer discount
Weighted average term (months)
Average loan

Number of contracts
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The Company currently originates direct loans in Florida and North Carolina. Direct loans are loans originated
directly between the Company and the consumer. These loans are typically for amounts ranging from $1,000 to
$9,000 and are generally secured by a lien on an automobile, watercraft or other permissible tangible personal
property. The average loan made to date by the Company had an initial principal balance of approximately $3,000.
The Company does not expect the average loan size to increase significantly within the foreseeable future. The
majority of direct loans are originated with current or former customers under the Company s automobile financing
program. The typical direct loan represents a significantly better credit risk than our typical Contract due to the
customer s historical payment history with the Company. The Company does not have a direct loan license in
Alabama, Illinois, Indiana, Kansas, Kentucky, Maryland, Michigan, Missouri, Ohio, South Carolina, Tennessee or
Virginia, and none is presently required in Georgia (as long as the direct loan is greater than $3,000). The Company is
currently not pursuing direct loans in Georgia. Typically, the Company allows for a seasoning process to occur in a
new market prior to determining whether to pursue a direct loan license there. The Company is currently analyzing the
direct loan market in Ohio and may pursue a direct loan license there. The Company does not expect to pursue a direct
loan license in any other state during the fiscal year ending March 31, 2015. The size of the loan and maximum
interest rate that can be charged vary from state to state. In deciding whether or not to make a loan, the Company
considers the individual s credit history, job stability, income and impressions created during a personal interview with
a Company loan officer. Additionally, because most of the direct consumer loans made by the Company to date have
been made to borrowers under Contracts previously purchased by the Company, the payment history of the borrower
under the Contract is a significant factor in making the loan decision. The Company s direct loan program was
implemented in April 1995 and currently accounts for approximately 2.5% of the Company s annual consolidated
revenues. As of March 31, 2014, loans made by the Company pursuant to its direct loan program constituted
approximately 2.5% of the aggregate principal amount of the Company s loan portfolio.

In connection with its direct loan program, the Company also makes available credit disability and credit life
insurance coverage to customers through an unaffiliated third-party insurance carrier. Customers in approximately
76% of the approximate 3,000 direct loan transactions outstanding as of March 31, 2014 had elected to purchase
third-party insurance coverage made available by the Company. The cost of this insurance is included in the amount
financed by the customer.

The following table presents selected information on direct loans originated by the Company, net of unearned interest:

Fiscal year ended March 31,

Direct loan originations 2014 2013 2012
Originations $9,786,804 $ 8,336,903 $5,993,992
Weighted APR 26.72% 26.27% 26.63%
Weighted average term (months) 29 28 25
Average loan $ 3,427 $ 3,319 ) 2,961
Number of contracts 2,856 2,512 2,024

Underwriting Guidelines

The Company s typical customer has a credit history that fails to meet the lending standards of most banks and credit
unions. Among the credit problems experienced by the Company s customers that resulted in a poor credit history are:
unpaid revolving credit card obligations; unpaid medical bills; unpaid student loans; prior bankruptcy; and evictions
for nonpayment of rent. The Company believes that its customer profile is similar to that of its direct competitors.
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Prior to its approval of the purchase of a Contract, the Company is provided with a standardized credit application
completed by the consumer which contains information relating to the consumer s background, employment, and
credit history. The Company also obtains credit reports from Equifax, Experian and/or TransUnion, which are
independent credit reporting services. The Company verifies the consumer s employment history, income and
residence. In most cases, consumers are interviewed via telephone by a Company application processor. The

Company also considers the customer s prior payment history with the Company, if any, as well as the collateral value
of the vehicle being financed.

The Company has established internal buying guidelines to be used by its Branch Managers and internal underwriters
when purchasing Contracts. Any Contract that does not meet these guidelines must be approved by the senior
management of the Company. The Company currently has District Managers charged with managing the specific
branches in a defined geographic area. In addition to a variety of administrative duties, the District Managers are
responsible for monitoring their assigned branches compliance with the Company s underwriting standards.

The Company uses essentially the same criteria in analyzing a direct loan as it does in analyzing the purchase of a
Contract. Lending decisions regarding direct loans are made based upon a review of the customer s loan application,
credit history, job stability, income, in-person interviews with a Company loan officer and the value of the collateral
offered by the borrower to secure the loan. To date, since the majority of the Company s direct loans have been made
to individuals whose automobiles have been financed by the Company, the customer s payment history under his or
her existing or past Contract is a significant factor in the lending decision.
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After reviewing the information included in the Contract or direct loan application and taking the other factors into

account, a Company employee categorizes the customer using internally developed credit classifications of 1,

indicating higher creditworthiness, through 6, indicating lower creditworthiness. Contracts are financed for individuals
who fall within all six acceptable rating categories utilized, 1 through 6 . Usually a customer who falls within the two
highest categories (i.e., 1 or 2 ) is purchasing a two to four-year old, low mileage used automobile from the inventory
of a new car or franchise dealer, while a customer in any of the three lowest categories (i.e., 4, 5, or 6 )is purchasing
an older, high mileage automobile from an independent used automobile dealer.

The Company utilizes its Loss Prevention and Recovery Department (the LPR ) to perform on-site audits of branch
compliance with Company underwriting guidelines. LPR audits Company branches on a schedule that is variable
depending on the size of the branch, length of time a branch has been open, current tenure of the Branch Manager,
previous branch audit score and current and historical branch profitability. LPR reports directly to the Accounting and
Administrative Management of the Company. The Company believes that an independent review and audit of its
branches that is not tied to the sales function of the Company is imperative in order to assure the information obtained
is impartial.

Monitoring and Enforcement of Contracts

The Company requires each customer under a Contract to obtain and maintain collision insurance covering damage to
the vehicle. Failure to maintain such insurance constitutes a default under the Contract, and the Company may, at its
discretion, repossess the vehicle. To reduce potential loss due to insurance lapse, the Company has the contractual
right to force place its own collateral protection insurance policy, which covers loss due to physical damage to a
vehicle not covered by any insurance policy of the customer.

The Company s Management Information Services personnel maintain a number of reports to monitor compliance by
customers with their obligations under Contracts and direct loans made by the Company. These reports may be
accessed on a real-time basis throughout the Company by management personnel, including Branch Managers and
staff, at computer terminals located in the main office and each branch office. These reports include delinquency aging
reports, customer promises reports, vehicle information reports, purchase reports, dealer analysis reports, static pool
reports, and repossession reports.

A delinquency report is an aging report that provides basic information regarding each account and indicates accounts
that are past due. The report includes information such as the account number, address of the customer, home and
work phone numbers of the customer, original term of the Contract, number of remaining payments, outstanding
balance, due dates, date of last payment, number of days past due, scheduled payment amount, amount of last
payment, total past due, and special payment arrangements or agreements.

Any account that is less than 120 days old is included on the delinquency report on the first day that the Contract is
contractually past due. Once an account becomes 30 days past due, repossession proceedings are implemented unless
the customer provides the Company with an acceptable explanation for the delinquency and displays a willingness and
the ability to make the payment, and commits to a plan to return the account to current status. When an account is 60
days past due, the Company ceases recognition of income on the Contract and repossession proceedings are initiated.
At 120 days delinquent, if the vehicle has not yet been repossessed, the account is written off. Once a vehicle has been
repossessed, the related loan balance no longer appears on the delinquency report. Instead, the vehicle appears on the
Company s repossession report and is sold, either at auction or to an automobile dealer.

When an account becomes delinquent, the Company immediately contacts the customer to determine the reason for
the delinquency and to determine if appropriate arrangements for payment can be made. If payment arrangements
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acceptable to the Company can be made, the information is entered in its database and is used to generate a Promises
Report, which is utilized by the Company s collection staff for account follow up.

The Company prepares a repossession report that provides information regarding repossessed vehicles and aids the
Company in disposing of repossessed vehicles. In addition to information regarding the customer, this report provides
information regarding the date of repossession, date the vehicle was sold, number of days it was held in inventory
prior to sale, year, make and model of the vehicle, mileage, payoff amount on the Contract, NADA book value, Black
Book value, suggested sale price, location of the vehicle, original dealer and condition of the vehicle, as well as notes
other information that may be helpful to the Company.

The Company also prepares a dealer analysis report that provides information regarding each dealer from which it
purchases Contracts. This report allows the Company to analyze the volume of business done with each dealer and the
terms on which it has purchased Contracts from such dealer.

The Company s policy is to aggressively pursue legal remedies to collect deficiencies from customers. Oral requests
for payment are made beginning when an account becomes 11 days delinquent. When an account becomes 30 days
delinquent and the customer has not made payment arrangements acceptable to the Company or has failed to respond
to the requests for payment, a repossession request form is prepared by the responsible branch office employee for
approval by the Branch Manager for the vicinity in which the borrower lives. Once the repossession request has been
approved, first by the Branch Manager and second by the applicable District
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Manager, it must then be approved by the Director of Loss Recovery. The repossessor delivers the vehicle to a secure
location specified by the Company. The Company maintains relationships with several licensed repossession firms
that repossess vehicles for fees that range from $250 to $500 for each vehicle repossessed. As required by Alabama,
Florida, Georgia, Illinois, Indiana, Kansas, Kentucky, Maryland, Michigan, Missouri, North Carolina, Ohio, South
Carolina, Tennessee and Virginia law, the customer is notified by certified letter that the vehicle has been repossessed
and what the customer needs to do in order to regain their vehicle.

The minimum requirement for return of the vehicle is payment of all past due amounts under the Contract and all
expenses associated with the repossession incurred by the Company. If satisfactory arrangements for return of the
vehicle are not made within the statutory period, the Company then sends title to the vehicle to the applicable state
title transfer department, which then registers the vehicle in the name of the Company. The Company then either sells
the vehicle to a dealer or has it transported to an automobile auction for sale. On average, approximately 30 days lapse
between the time the Company takes possession of a vehicle and the time it is sold to a dealer or at auction. When the
Company determines that there is a reasonable likelihood of recovering part or all of any deficiency against the
customer under the Contract, it pursues legal remedies available to it, including lawsuits, judgment liens and wage
garnishments. Historically, the Company has recovered approximately 10-17% of deficiencies from such customers.
Proceeds from the disposition of the vehicles are not included in calculating the foregoing percentage range.

Marketing and Advertising

The Company s Contract marketing efforts currently are directed exclusively toward automobile dealers. The
Company attempts to meet dealers needs by offering highly-responsive, cost-competitive and service-oriented
financing programs. The Company relies on its District and Branch Managers to solicit agreements for the purchase of
Contracts with automobile dealers located within a 25-mile radius of each branch office. The Branch Manager
provides dealers with information regarding the Company and the general terms upon which the Company is willing
to purchase Contracts. The Company presently has no plans to implement any other forms of advertising, such as
radio or newspaper advertisements, for the purchase of Contracts.

The Company solicits customers under its direct loan program primarily through direct mailings, followed by
telephone calls to individuals who have a good credit history with the Company in connection with Contracts
purchased by the Company.

Computerized Information System

The Company utilizes integrated computer systems developed by NDS to assist in responding to customer inquiries

and to monitor the performance of its Contract and direct loan portfolio and the performance of individual customers
under Contracts. All Company personnel are provided with real-time access to information from a single shared
database. The Company has created specialized programs to automate the tracking of Contracts and direct loans from
inception. The Company s computer network encompasses both its corporate headquarters and its branch office
locations. See Monitoring and Enforcement of Contracts above for a summary of the different reports prepared by the
Company.

Competition

The consumer finance industry is highly fragmented and highly competitive. There are numerous financial service
companies that provide consumer credit in the markets served by the Company, including banks, other consumer
finance companies, and captive finance companies owned by automobile manufacturers and retailers. Many of these
companies have significantly greater resources than the Company. The Company does not believe that increased
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competition for the purchase of Contracts will cause a material reduction in the interest rate payable by an individual
purchaser of an automobile for the foreseeable future. However, increased competition for the purchase of Contracts
will enable automobile dealers to shop for the best price, thereby giving rise to erosion in the dealer discount from the
initial principal amounts at which the Company would be willing to purchase Contracts and higher advance rates. In
addition, competition generally results in the purchase of lower credit quality Contracts, though these Contracts are
still acceptable under the Company s underwriting guidelines.

The Company s target market consists of persons who are generally unable to obtain traditional used car financing
because of their credit history or the vehicle s mileage or age. The Company has been able to expand its automobile
finance business in the non-prime credit market by offering to purchase Contracts on terms that are competitive with
those of other companies which purchase automobile receivables in that market segment. Because of the daily contact
that many of its employees have with automobile dealers located throughout the market areas served by it, the
Company is generally aware of the terms upon which its competitors are offering to purchase Contracts. The
Company s policy is to modify its terms, if necessary, to remain competitive. However, the Company generally will
not sacrifice its purchasing criteria or prudent business practices in order to meet the competition.

The Company s ability to compete effectively with other companies offering similar financing arrangements depends
upon the Company maintaining close business relationships with dealers of new and used vehicles. No single dealer
out of the approximately 1,700 dealers that the Company currently has active Contractual relationships with accounted
for over 1% of its business volume for any of the fiscal years ended March 31, 2014, 2013 or 2012.
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Regulation

The Company s financing operations are subject to regulation, supervision and licensing under various federal, state
and local statutes and ordinances. Additionally, the procedures that the Company must follow in connection with the
repossession of vehicles securing Contracts are regulated by each of the states in which the Company does business.
To date, the Company s operations have been conducted exclusively in the states of Alabama, Florida, Georgia,
[llinois, Indiana, Kansas, Kentucky, Maryland, Michigan, Missouri, North Carolina, Ohio, South Carolina, Tennessee
and Virginia. Accordingly, the laws of such states, as well as applicable federal law, govern the Company s operations.
Compliance with existing laws and regulations has not had a material adverse effect on the Company s operations to
date. The Company s management believes that the Company maintains all requisite licenses and permits and is in
material compliance with all applicable local, state and federal laws and regulations. The Company periodically
reviews its branch office practices in an effort to ensure such compliance. The following constitute certain of the
existing federal, state and local statutes and ordinances with which the Company must comply:

State consumer regulatory agency requirements. Pursuant to state regulations, on-site audits are conducted

of each of the Company s