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UNITED STATES SECURITIES AND EXCHANGE COMMISSION
Washington, DC 20549

FORM 10-Q

x] QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934
For the quarterly period ended March 31, 2014

Commission file number: 1-11416

CONSUMER PORTFOLIO SERVICES, INC.

(Exact name of registrant as specified in its chaer)

California 33-045913¢
(State or other jurisdiction of incorporation oganization) (IRS Employer Identification No
3800 Howard Hughes Parkway, Suite 1400, 89169
Las Vegas, Nevac
(Address of principal executive office (Zip Code)

Registrant’s telephone number, including Area Code(949) 753-6800
Former name, former address and former fiscal yeelnanged since last report: N/A

Indicate by check mark whether the registrant {{&gfall reports required to be filed by Sectiondr315(d) of the Securities Exchange Ac
1934 during the preceding 12 months (or for suarteh period that the registrant was required l®duch reports) and (2) has been subije
such filing requirements for the past 90 days. ¥d8s No O

Indicate by check mark whether the registrant hdwnitted electronically and posted on its corpoifeb site, if any, every Interactive D
File required to be submitted and posted pursuaRule 405 of Regulation $8232.405 of this chapter) during the precedif@grionths (c
for such shorter period that the registrant wasired to submit and post such files). YES No O

Indicate by check mark whether the registrant large accelerated filer, an accelerated filer, a-acelerated filer or a smaller report
company. See definition of “accelerated filer”,rja accelerated filer” and “smaller reporting comgan Rule 12b-2 of the Exchange Act.

Large Accelerated Filed Accelerated Filefx]
Non-Accelerated Fileid Smaller Reporting Comparid

Indicate by check mark whether the registrantskell company (as defined in Rule 12b-2 of the BExcje Act). YesO No

As of April 25, 2014 the registrant had 24,829,88mmon shares outstanding.
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Item 1. Financial Statements

CONSUMER PORTFOLIO SERVICES, INC. AND SUBSIDIARIES
UNAUDITED CONDENSED CONSOLIDATED BALANCE SHEETS

(In thousands, except share and per share data)

ASSETS
Cash and cash equivalel
Restricted cash and equivale

Finance receivable
Less: Allowance for finance credit losses

Finance receivables, n

Finance receivables measured at fair vi
Residual interest in securitizatio
Furniture and equipment, n

Deferred financing cos

Deferred tax assets, r

Accrued interest receivab

Other assets

LIABILITIES AND SHAREHOLDERS' EQUITY
Liabilities

Accounts payable and accrued expet
Warehouse lines of crec

Residual interest financir

Debt secured by receivables measured at fair \
Securitization trust del

Senior secured debt, related pe

Subordinated renewable notes

COMMITMENTS AND CONTINGENCIES
Shareholders' Equity
Preferred stock, $1 par value;
authorized 4,998,130 shares; none ist
Series A preferred stock, $1 par value;
authorized 5,000,000 shares; none is¢
Series B preferred stock, $1 par value;
authorized 1,870 shares; none iss
Common stock, no par value; authorized

75,000,000 shares; 24,755,456 and 24,015,585
shares issued and outstanding at March 31, 2014 and

December 31, 2013, respectivi
Retained earning
Accumulated other comprehensive loss

March 31, December 31
2014 2013
$ 14,567 $ 22,11:
147,59t 132,28
1,226,76 1,155,06:
(44,657) (39,626
1,182,11 1,115,43
9,05¢ 14,47¢
44F 854
837 76€
10,96¢ 11,07:
54,15¢ 59,21
17,56: 18,67(
22,64¢ 21,48
$ 1,459,94 $ 1,396,36!
$ 24,86¢ $ 24,83¢
41,527 9,45;
15,58: 19,09¢
8,57¢ 13,117
1,247,38! 1,177,55
- 38,55¢
18,58¢ 19,14
1,356,51! 1,301,76.
75,54¢ 73,42:
28,98( 22,27¢
(1,09%) (1,09%)
103,43 94,60:
$ 1,459,94 $ 1,396,36!

See accompanying Notes to Unaudited Condensed Consolidated Financial Satements.




CONSUMER PORTFOLIO SERVICES, INC. AND SUBSIDIARIES

UNAUDITED CONDENSED CONSOLIDATED STATEMENTS OF OPER ATIONS

(In thousands, except per share data)

Three Months Ended

March 31,
2014 2013
Revenues:
Interest incom: $ 64,99t $ 51,16¢
Servicing fee: BilE 90¢
Other income 2,631 2,51
68,14¢ 54,59
Expenses:
Employee cost 10,89( 8,94¢
General and administrati 3,60: 3,75¢
Interest 13,38 16,34¢
Provision for credit losse 23,88( 15,147
Marketing 3,84¢ 3,18:
Occupancy 68¢ 544
Depreciation and amortization 94 143
56,38: 48,06¢

Income before income tax exper 11,76¢ 6,52¢
Income tax expense 5,05¢ 2,74:
Net income $ 6,70t $ 3,78¢
Earnings per shan

Basic $ 028 $ 0.1¢

Diluted 0.21 0.12
Number of shares used in computing earnings pees

Basic 24,35! 20,07:

Diluted 32,01 31,62«

See accompanying Notes to Unaudited Condensed Consolidated Financial Statements.




CONSUMER PORTFOLIO SERVICES, INC. AND SUBSIDIARIES
UNAUDITED CONDENSED CONSOLIDATED STATEMENTS OF COMP REHENSIVE INCOME
(In thousands)

Three Months Ended

March 31,
2014 2013
Net income $ 6,70t % 3,78t
Other comprehensive income/(loss); change in furstiziis of pension plan - -
Comprehensive income $ 6,708  $ 3,78¢

See accompanying Notes to Unaudited Condensed Consolidated Financial Statements.




CONSUMER PORTFOLIO SERVICES, INC. AND SUBSIDIARIES
UNAUDITED CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS
(In thousands)

Three Months Ended

March 31,
2014 2013
Cash flows from operating activities:
Net income $ 6,70t % 3,78t
Adjustments to reconcile net income to net caskigeal by operating activitie:
Accretion of deferred acquisition fe (4,610 (5,027
Accretion of purchase discount on receivables mreasat fair value (239 (88¢€)
Amortization of discount on securitization trusbtl 41 32(
Amortization of discount on senior secured debateel party 623 654
Accretion of premium on debt secured by receivabieasured at fair valt 304 1,104
Mark to fair value on debt secured by receivableasared at fair vall 194 10¢€
Mark to fair value of receivables measured atvalue @) 13
Depreciation and amortizatic 94 145
Amortization of deferred financing cos 1,68¢ 93(
Provision for credit losse 23,88( 15,147
Stocl-based compensation expel 771 67€
Interest income on residual ass (113 -
Changes in assets and liabiliti
Accrued interest receivab 1,21 (197
Deferred tax assets, r 5,05¢ -
Other asset 53C 4)
Accounts payable and accrued expet 26 4,26¢
Net cash provided by operating activities 36,15¢ 21,04¢
Cash flows frominvesting activities:
Purchases of finance receivables held for invest: (189,88¢) (180,12)
Payments received on finance receivables helchf@stmen 103,93 82,19°
Payments on receivables portfolio at fair ve 5,66¢ 17,52(
Proceeds received on residual interest in secatiibizs 522 1,31¢
Change in repossessions held in inven (2,800 (1,319
Decreases (increases) in restricted cash and gashatents, ne (15,319 (34,949
Purchase of furniture and equipm: (165) -
Net cash used in investing activities (97,04) (115,35)
Cash flows from financing activities:
Proceeds from issuance of securitization trust 180,00t 185,00(
Proceeds from issuance of subordinated renewalbs 15t 74¢
Payments on subordinated renewable n (712) (477
Net proceeds from warehouse lines of cr 32,07t 4,94¢
Repayments of residual interest financing ¢ (3,519 -
Repayment of securitization trust di (110,220 (76,139
Repayment of debt secured by receivables measufenl walue (5,039 (27,930)
Repayment of senior secured debt, related | (39,187 -
Payment of financing cos (1,579 (1,579
Repurchase of common stc - (120
Exercise of options and warrai 1,35¢ 74€
Net cash provided by financing activities 53,34 95,20
Increase (decrease) in cash and cash equiv: (7,545 90C
Cash and cash equivalents at beginning of period 22,11. 12,96¢
Cash and cash equivalents at end of period $ 14567 $ 13,86¢
Supplemental disclosure of cash flow informati
Cash paid during the period ft
Interest $ 11,50¢  $ 16,06
Income taxe! $ 261 $ 99(

Nonr-cash financing activities
Derivative warrants reclassified from accounts jadg/do common stoc $ - $ 58¢



See accompanying Notes to Unaudited Condensed Consolidated Financial Satements.
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CONSUMER PORTFOLIO SERVICES, INC. AND SUBSIDIARIES
NOTES TO UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

(1) Summary of Significant Accounting Policies
Description of Business

We were formed in California on March 8, 1991. Weedalize in purchasing and servicing retail autbitgoinstallment sale contra
(“automobile contracts” or “finance receivablest)ginated by licensed motor vehicle dealers locdkedughout the United States (“dealgrs”
in the sale of new and used automobiles, lightksuand passenger vans. Through our purchases, av@@rindirect financing to dea
customers for borrowers with limited credit hises; low incomes or past credit problems (“sub-proustomers”)We serve as an alternat
source of financing for dealers, allowing saleststomers who otherwise might not be able to obfiaizncing. In addition to purchasi
installment purchase contracts directly from deslere have also (i) acquired installment purchasgracts in four merger and acquisi
transactions, (ii) purchased immaterial amountseificle purchase money loans from raffiiated lenders, and (iii) lent money directly
consumers for an immaterial amount of loans secbsegehicles. In this report, we refer to all ofthucontracts and loans as "automc
contracts."”

Basis of Presentation

Our Unaudited Condensed Consolidated Financiaé®imnts have been prepared in conformity with admogiprinciples generally accep
in the United States of America, with the instrans to Form 10-Q and with Article 10 of Regulati®X of the Securities and Exchar
Commission, and include all adjustments that arenanagemers’ opinion, necessary for a fair presentation of rsults for the interil
periods presented. All such adjustments are, inogfigion of management, of a normal recurring ratiesults for the thremonth perio
ended March 31, 2014 are not necessarily indicativhe operating results to be expected for tiieyaar.

Certain information and footnote disclosures notynaicluded in financial statements prepared inoadance with accounting princip
generally accepted in the United States of Ameh@ae been condensed or omitted from these Unau@itediensed Consolidated Finan
Statements. These Unaudited Condensed Consoliff@eicial Statements should be read in conjunctith the Consolidated Financ
Statements and Notes to Consolidated Financia¢i®ttts included in our Annual Report on FornmKlfdr the year ended December 31, 2(

Use of Estimates

The preparation of financial statements in conftymiith accounting principles generally acceptethia United States of America require:
to make estimates and assumptions that affectefierted amounts of assets and liabilities as ofittte of the financial statements, as we
the reported amounts of income and expenses dthimgeported periods. Specifically, a number oineeties were made in connection v
determining an appropriate allowance for financeditrlosses, determining appropriate reserves ¢mtiegent liabilities, valuing finan
receivables measured at fair value and the reldédd, valuing residual interest in securitizatioasgreting net acquisition fees, amorti:
deferred costs, valuing stock options and warrestsed, and recording deferred tax assets andvesséar uncertain tax positions. These
material estimates that could be susceptible togdsin the near term and, accordingly, actualtesauld differ from those estimates.




Other Income
The following table presents the primary componefhtSther Income for the three-month periods enditagch 31, 2014 and 2013:

Three Months Ended

March 31,
2014 2013
(In thousands)
Direct mail revenue $ 1,85 % 1,764
Convenience fee reveni 81C 687
Recoveries on previously char¢off contracts 35 5C
Sales tax refunc 10z 84
Other (162) (68)
Other income for the period $ 2637 % 2,517

Stock-based Compensation

We recognize compensation costs in the financetestents for all shadgased payments based on the grant date fair valiraaged il
accordance with the provisions of ASC 718 “Stocknpensation”.

For the three months ended March 31, 2014 and 204 3gcorded stockased compensation costs in the amount of $77B00®676,00!
respectively. As of March 31, 2014, unrecognizextisbased compensation costs to be recognized oveefpiriods equaled $11.7 millic
This amount will be recognized as expense overighted-average period of 3.2 years.

The following represents stock option activity fbe three months ended March 31, 2014:

Weighted
Number of Weighted Average
Shares Average Remaining
(in thousands) Exercise Price Contractual Term
Options outstanding at the beginning of pel 10,12¢  $ 3.3C N/A
Granted - - N/A
Exercisec (574) 2.7 N/A
Forfeited (109) 4.5¢ N/A
Options outstanding at the end of per 9,451 $ 3.3¢ 6.33 years
Options exercisable at the end of period 543: $ 2.31 4.93 years

At March 31, 2014, the aggregate intrinsic valueopfions outstanding and exercisable was $34.9omiknd $24.8 million, respective
There were 574,000 options exercised for the thmeaths ended March 31, 2014 compared to 356,006héoicomparable period in 20
There were 3.5 million shares available for futst@ck option grants under existing plans as of M&t, 2014.

Purchases of Company Stock

During the three-month period ended March 31, 28idd 2013, we rpurchased 64,430 and 15,213 shares, respectivieyyrocommol
stock, at average prices of $7.97 and $7.88, réisphc All purchases were related to net exercisksutstanding options and warrants
transactions during the threesenth period ended March 31, 2014, the holder tibap and warrants to purchase 365,000 sharesraforamot
stock paid the aggregate $513,400 exercise priceubrgnder to us of 64,430 of such 365,000 shdies.e were no open market purchase
our common stock.

Reclassifications

Some items in the prior year financial statemergseweclassified to conform to the current presemtaReclassifications had no effect
prior year net income or total shareholders’ equity




Financial Covenants

Certain of our securitization transactions, ouretause credit facilities and our residual intefiestncing contain various financial covene
requiring minimum financial ratios and results. Bumovenants include maintaining minimum levels iolidity and net worth and n
exceeding maximum leverage levels. As of MarchZ1L4, we were in compliance with all such covenamsddition, certain securitizati
and non-securitization related debt agreementsagontossdefault provisions that would allow certain credstto declare a default if a defe
occurred under a different facility.

Finance Receivables and Related Debt Measured atiF&alue

In September 2011 we purchased approximately $21#ll®n of finance receivables from Fireside Baikhese receivables and the rel
acquisition debt are recorded on our balance sitefair value. There are no level 1 or level 2 itspias described by ASC 820) available t
for measurement of such receivables, or for thetedldebt. Our level 3, unobservable inputs refdectown assumptions about the factors
market participants use in pricing similar receieaband debt, and are based on the best informatiailable in the circumstances. -
valuation method used to estimate fair value maydpce a fair value measurement that may not beatide of ultimate realizable vall
Furthermore, while we believe our valuation methads appropriate and consistent with those usedtlgr market participants, the use
different methods or assumptions to estimate thevédue of certain financial instruments coulduiesn different estimates of fair value. Thi
estimated values may differ significantly from tredues that would have been used had a readilyaiaimarket for such receivables or (
existed, or had such receivables or debt beerdiéged, and those differences could be materiddedihancial statements.

Provision for Contingent Liabilities

We are routinely involved in various legal procewdi resulting from our consumer finance activiteesl practices, both continuing
discontinued. Our legal counsel has advised usuch satters where, based on information availabldhne time of this report, there is
indication that it is both probable that a lialyilitas been incurred and the amount of the los®earasonably determined.

We have recorded a liability as of March 31, 204Hich represents our best estimate of probableriaddosses for legal contingencies.
amount of losses that may ultimately be incurrathoabe estimated with certainty.

(2) Finance Receivables

Our portfolio of finance receivables consists offirbalance homogeneous contracts comprising a siegl@ent and class that is collecti
evaluated for impairment on a portfolio basis adoay to delinquency status. Our contract purchasdedjines are designed to produc
homogenous portfolio. For key terms such as intewde, length of contract, monthly payment and amidinanced, there is relatively lit
variation from the average for the portfolio. Wepaet delinquency on a contractual basis. Once dracnbecomes greater than 90 ¢
delinquent, we do not recognize additional intenesbme until the obligor under the contract mageficient payments to be less than 90 «
delinquent. Any payments received on a contradtithgreater than 90 days delinquent are firstiaggb accrued interest and then to princ
reduction.

The following table presents the components of ikieaReceivables, net of unearned interest:

March 31, December 31
2014 2013
Finance Receivable (In thousands)
Automobile finance receivables, net of unearneeret $ 1,252,32 $ 1,182,95!
Less: Unearned acquisition fees and originatiors$sco (25,557 (27,88)
Finance Receivables $ 1,226,760 $ 1,155,06:




We consider an automobile contract delinquent wdrenbligor fails to make at least 90% of a contralty due payment by the following ¢
date, which date may have been extended withiridispecified in the servicing agreements. The pesfadelinquency is based on the nun
of days payments are contractually past due, andetl where applicable. Automobile contracts leas 81 days delinquent are not inclut
In certain circumstances we will grant obligors -anenth payment extensions to assist them with teargarash flow problems. The ol
modification of terms is to advance the obligonext due date by one month and extend the matlaite of the receivable by one montr
certain limited cases, a twoenth extension may be granted. There are no otireressions such as a reduction in interest ratgiveness (
principal or of accrued interest. Accordingly, wensider such extensions to be insignificant deiaypayments rather than troubled c
restructurings. The following table summarizesdbe&nquency status of finance receivables as otM&d, 2014 and December 31, 2013:

March 31, December 31
2014 2013
(In thousands)

Delinquency Statu

Current $ 1,199.74  $ 1,125,92
31- 60 days 26,78: 21,42
61- 90 days 19,14¢ 24,66!
91 + days 6,64¢ 10,94(

$ 1,252,32 $ 1,182,95!

Finance receivables totaling $6.6 million and $1®iflion at March 31, 2014 and December 31, 20&3pectively, including all receivab
greater than 90 days delinquent, have been platedm-accrual status as a result of their delinquetatus.
We use a loss allowance methodology commonly redeto as " static pooling, Which stratifies our finance receivable portfoliatd
separately identified pools based on the periodrigfination. Using analytical and formula driverchiaiques, we estimate an allowance
finance credit losses, which we believe is adeqimterobable credit losses that can be reasonadtiynated in our portfolio of automot
contracts. The estimate for probable credit lossesduced by our estimate for future recoveriepaviously incurred losses. Provision
losses is charged to our consolidated statemeppefations. Net losses incurred on finance recédgabrre charged to the allowance.
finance receivables originated through December281,0 we established the allowance at the timehef acquisition of the receivak
Beginning January 1, 2011, we establish the all@@dar new receivables over the 12-month periolb¥ghg their acquisition.

The following table presents a summary of the @gtior the allowance for finance credit losses tloe threemonth periods ended March
2014 and 2013:

Three Months Ended

March 31,
2014 2013
(In thousands)
Balance at beginning of peric $ 39,62¢ $ 19,59¢
Provision for credit losses on finance receiva 23,88( 15,147
Chargeoffs (23,54)) (22,919
Recoveries 4,68’ 3,05¢
Balance at end of period $ 44,65. $ 24,88
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Excluded from finance receivables are contracts wexe previously classified as finance receivaliles were reclassified as other as
because we have repossessed the vehicle secuweil@ptitract. The following table presents a sumno&isuch repossessed inventory toge
with the allowance for losses in repossessed imvenhat is not included in the allowance for fisarcredit losses:

March 31, December 31,
2014 2013
(In thousands)
Gross balance of repossessions in inver $ 27,96: $ 24,74
Allowance for losses on repossessed inventory (16,197 (14,779
Net repossessed inventory included in other a: $ 11,76:  $ 9,96¢

(3) Finance Receivables Measured at Fair Value

In September 2011 we purchased approximately $2hilli®n of finance receivables from Fireside Baiikiese receivables are recorde:
our balance sheet at fair value.

The following table presents the components of ikieaReceivables measured at fair value:

March 31, December 31,
2014 2013
Finance Receivables Measured at Fair Vi (In thousands)
Finance receivables and accrued interest, naetedmed intere: $ 9,122 $ 14,78¢
Less: Fair value adjustment (64) (310
Finance receivables measured at fair value $ 9,05¢ $ 14,47¢

The following table summarizes the delinquencyustalf finance receivables measured at fair valuef &darch 31, 2014 and December
2013:

March 31, December 31
2014 2013
(In thousands)

Delinquency Statu

Current $ 8,34: % 13,42:
31-60 days 507 87¢
61-90 days 21¢ 25¢
91+ days 54 234

$ 9,12: $ 14,78¢
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(4) Securitization Trust Debt

We have completed a number of securitization tretitsas that are structured as secured borrowing$irfancial accounting purposes. ~
debt issued in these transactions is shown on oaudited Condensed Consolidated Balance SheetSexsuritization trust debt,and th
components of such debt are summarized in thevioilp table:

Weighted
Average
Outstanding Contractual
Final Receivables Outstanding Principal at Interest
Scheduled Pledged at Principal at December Rate at
Payment March 31, Initial March 31, 31, March 31,
Series Date (1) 2014 (2) Principal 2014 2013 2014
(Dollars in thousands)
Page Five Fundin January 201 $ 9,127 $ 46,05¢ $ 7,39 % 9,35¢ 9.33%
CPS 201-A April 2018 23,63t 104,54t 19,99t 24,52¢ 3.26%
CPS 201-B September 20: 38,51¢ 111,04t 38,27¢ 44,43 4.62%
CPS 201-C March 201! 48,75¢ 119,40( 48,83 56,27 4.98Y%
CPS 201-A June 201 57,19t 155,00t 56,73¢ 65,05 3.52%
CPS 201-B September 20: 76,34 141,50( 76,88: 86,25¢ 3.21%
CPS 201-C December 201 82,91¢ 147,00( 83,24: 93,00¢ 2.54%
CPS 201-D March 202! 99,05¢ 160,00 99,67( 108,81! 2.21%
CPS 201-A June 202 138,36! 185,00t 133,05¢ 142,84. 1.94%
CPS 201-B September 20: 164,32! 205,00t 155,25!¢ 172,49¢ 2.37%
CPS 201-C December 202 181,31 205,00( 177,36 191,50: 2.48%
CPS 201-D March 202, 173,35: 183,00t 170,66 183,00 2.24%
CPS 2014-A (3) June 202 109,91( 180,00( 180,00( - 1.88%
$ 1,20281 $ 194255 $ 124738 $ 1,177,55

(1) The Final Scheduled Payment Date represents final legal maturity of the securitization trust debt. Securitization trust debt is expected to
become due and to be paid prior to those dates, based on amortization of the finance receivables pledged to the trusts. Expected payments,
which will depend on the performance of such receivables, as to which there can be no assurance, are $365.6 million in 2014, $407.5
million in 2015, $263.6 million in 2016, $145.6 million in 2017, $58.3 million in 2018 and $6.8 million in 2019.

(2) Includes repossessed assets that are included in Other assets on our Unaudited Condensed Consolidated Balance Sheet.

(3) An additional $68.8 million of receivables were pledged to CPS 2014-A in April 2014.
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All of the securitization trust debt was sold invate placement transactions to qualified institnél buyers. The debt was issued throug!
wholly-owned bankruptcy remote subsidiaries argkisured by the assets of such subsidiaries, butynotir other assets.

The terms of the securitization agreements reltéke issuance of the securitization trust deldttae warehouse credit facilities require
we meet certain delinquency and credit loss catevith respect to the pool of receivables, andagerof the agreements require that
maintain minimum levels of liquidity and not excem@dximum leverage levels. In addition, certain siéigation and norsecuritization relate
debt contain crosdefault provisions, which would allow certain crieds to declare a default if a default were dedaneder a different facilit
As of March 31, 2014, we were in compliance withsatch covenants.

We are responsible for the administration and ctitbe of the automobile contracts. The securit@athigreements also require certain fi
be held in restricted cash accounts to providetaadil collateral for the borrowings, to be appliednake payments on the securitization
debt or as prédnding proceeds from a term securitization prathe purchase of additional collateral. As of MaBd, 2014, restricted ce
under the various agreements totaled approxim&tehyr.6 million, of which $68.8 million representprbfunding proceeds. Interest expe
on the securitization trust debt consists of tlaest rate of interest plus amortization of addalocosts of borrowing. Additional costs
borrowing include facility fees, amortization offdered financing costs and discounts on notes $dddlerred financing costs and discount:
notes sold related to the securitization trust debtamortized using a level yield method. Accagliinthe effective cost of the securitizat
trust debt is greater than the contractual raiatefest disclosed above.

Our wholly-owned bankruptcy remote subsidiarieserMfermed to facilitate the above asbatked financing transactions. Similar bankru
remote subsidiaries issue the debt outstandingrundecredit facilities. Bankruptcy remote refepsatlegal structure in which it is expected
the applicable entity would not be included in d@ankruptcy filing by its parent or affiliates. Adf the assets of these subsidiaries have
pledged as collateral for the related debt. Allrstransactions, treated as secured financingscfayuanting and tax purposes, are treated as
for all other purposes, including legal and bankzypurposes. None of the assets of these sulisiliamre available to pay other creditors.
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(5) Debt

The terms and amounts of our other debt outstaratifgarch 31, 2014 and December 31, 2013 are suinsaaoelow:

Description

Warehouse lines of crec

Residual interest
financing

Debt secured by
receivables measured a
fair value

Senior secured debt,
related party

Subordinated renewable
notes

Interest Ratt

5.73% over one mont
Libor (Minimum 6.73%

6.00% over one mont
Libor (Minimum 6.75%

11.75% over one mon
Libor

n/a

13.00%

5.00%

Weighted average rat
of 12.3% and 12.5% ¢
March 31, 2014 and
December 31, 2013,
respectively

Maturity
March 2017

June 2016

April 2018

Repayment is based on payme

from underlying receivables.

Final payment of the 8.00% lo.

was made in September 201

with residual payments extend
through 201¢

n/a

n/a

Weighted average maturity o

September 2015 and July 201!

March 31, 2014 and Decemb:
31, 2013, respectively

Amount Outstanding at

March 31, December 31
2014 2013
(In thousands)
$ 25,737 $ 9,45;
15,79( -
15,58: 19,09¢
8,57¢ 13,117
- 37,12¢
- 1,431
18,58t 19,14:
$ 84,27( $ 99,36¢

In January and March 2014 we prepaid, without ggn&lL0 million and $28.4 million, respectively, sénior secured debt, related party.
debt was scheduled to mature in June 2014.

14




(6) Interest Income and Interest Expense
The following table presents the components ofr@geincome:

Three Months Ended

March 31,
2014 2013
(In thousands)
Interest on Finance Receivab $ 64,88: $ 51,15¢
Residual interest inconr 11¢ -
Other interest income 1 9
Interest income $ 64,99¢ $ 51,16¢

The following table presents the components of@seexpense:

Three Months Ended

March 31,
2014 2013
(In thousands)
Securitization trust del $ 9,31¢ $ 9,137
Warehouse lines of crec 877 1,28:
Senior secured debt, related pe 1,651 2,76¢
Debt secured by receivables at fair ve 32¢ 1,78¢
Residual interest financir 57¢ 492
Subordinated renewable notes 63C 88t
Interest expense $ 13,38. $ 16,34¢

(7) Earnings Per Share

Earnings per share for the thme®nth periods ended March 31, 2014 and 2013 wdcelaged using the weighted average number of s
outstanding for the related period. The followiagle reconciles the number of shares used in thpetations of basic and diluted earnings
share for the three-month periods ended March @14 2nd 2013:

Three Months Ended
March 31,
2014 2013
(In thousands)

Weighted average number of common shares outsiguddiring the period used to compute

basic earnings per she 24,35t 20,07:
Incremental common shares attributable to exedfieeitstanding options and warrants 7,65¢€ 11,55:
Weighted average number of common shares usedripute diluted earnings per share 32,01: 31,62«

If the antidilutive effects of common stock equivalents weoasidered, shares included in the diluted earnggsshare calculation for t
threemonth periods ended March 31, 2014 and 2013 woalek tlincluded an additional 2.5 million and 1.3 ioiil shares, respective
attributable to the exercise of outstanding optiamd warrants.
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(8) Income Taxes

We file numerous consolidated and separate incameeturns with the United States and with mangestawith few exceptions, we are
longer subject to U.S. federal, state, or locahgrations by tax authorities for years before 2010.

As of March 31, 2014 and December 31, 2013, werttadnrecognized tax benefites for uncertain tavitipos. We do not anticipate tl
total unrecognized tax benefits will significantllange due to any settlements of audits or expiratof statutes of limitations over the nex
months.

The Company and its subsidiaries file a consolifldégleral income tax return and combined or st@pde state franchise tax returns
certain states. We utilize the asset and liabitigthod of accounting for income taxes, under whleferred income taxes are recognized fo
future tax consequences attributable to the diffees between the financial statement values ofiegiassets and liabilities and their respe«
tax bases. Deferred tax assets and liabilitiesrer@sured using enacted tax rates expected to gptayable income in the years in which tf
temporary differences are expected to be recovaredttled. The effect on deferred taxes of a chkangax rates is recognized in income in
period that includes the enactment date.

Deferred tax assets are recognized subject to reamagts judgment that realization is more likely than.natvaluation allowance
recognized for a deferred tax asset if, based ewiight of the available evidence, it is more likidnan not that some portion of the defe
tax asset will not be realized. In making such jadgts, significant weight is given to evidence tbah be objectively verified. Althou
realization is not assured, we believe that thézatéon of the recognized net deferred tax as§&od.2 million as of March 31, 2014 is m
likely than not based on forecasted future netiege Our net deferred tax asset of $54.2 millionsists of approximately $42.8 million of
U.S. federal deferred tax assets and $11.4 milhibnet state deferred tax assets. The major conmierté the deferred tax asset are $
million in net operating loss carryforwards andlbin losses and $19.8 million in net deductionsahthave not yet been taken on a tax re
We estimate that we would need to generate appeirign$126 million of taxable income during the bBgable carryforward periods to real
fully our federal and state net deferred tax assets

Income tax expense was $5.1 million for the thremntins ended March 31, 2014 and represents an igffeicicome tax rate of 43.0
compared to income tax expense of $2.7 milliortfierthree months ended March 31, 2013, represeat#®j0% effective income tax rate.

(9) Legal Proceedings

Sanwich Litigation. We were for some time a defendant in a class atitn“Stanwich Case'drought in the California Superior Court, |
Angeles County. The original plaintiffs in that easere persons entitled to receive regular paym@ms“Settlement Paymentsfiursuant t
earlier settlements of claims, generally persomalry claims, against unrelated defendants. StamWinancial Services Corp. (“Stanwichgy
affiliate of the former chairman of our board ofetitors, is the entity that was obligated to pay Slettlement Payments. Stanwich defaulte
its payment obligations to the plaintiffs and imé8w2001 filed for reorganization under the BankeypEode, in the federal bankruptcy coul
Connecticut. By February 2005, we had settledlalins brought against us in the Stanwich Case.

In November 2001, one of the defendants in thevddnCase, Jonathan Pardee, asserted claims feminity against us in a separate ac
which is now pending in federal district court ihd®le Island. We have filed counterclaims in the d@hisland federal court against Mr. Par
and have filed a separate action against Mr. Pardiede Island attorneys, in the same court. igation between Mr. Pardee and us
stayed for several years through September 201difiag resolution of an adversary action broughdiast Mr. Pardee in the bankruptcy cc
which is hearing the bankruptcy of Stanwich.
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Pursuant to an agreement with the representatieeeditors in the Stanwich bankruptcy, that adwsrsationhas been dismissed. Under
agreement, we paid the bankruptcy estate $800,00abandoned our claims against the estate, wigleestate has abandoned its adve
action against Mr. Pardee. With the dismissal efdldversary action, all known claims asserted agaim. Pardee have been resolved wit
his incurring any liability. Accordingly, we believthat this resolution of the adversary action wélbult in limitation of our exposure
Mr. Pardee to no more than some portion of hisriagtys fees incurred. The stay in the action agaissh Rhode Island has been lifted,
both we and Mr. Pardee filed motions for summaxgjuent. The court ruled on those motions in Felyr2813, denying our motion, a
granting Mr. Pardeg’motion as to liability. The matter has been getrial, to commence September 9, 2014. The isseragining for trial ar
the extent of our obligation to indemnify Mr. Paede

Consumer Litigation. We are routinely involved in various legal proceegi resulting from our consumer finance actividas practices, ba
continuing and discontinued. Consumers can anditlate lawsuits against us alleging violationdaf applicable to collection of receivabl
and such lawsuits sometimes allege that resol@soa class action is appropriate. We are currelefignding two such purported class acti
one of which has been settled by agreement witipldiatiffs (such settlement remains subject torapal by the court). For the most part,
have legal and factual defenses to such claimsgchwhie routinely contest or settle (for immateriatcaunts) depending on the partici
circumstances of each case. We have recordedilityials of March 31, 2014 with respect to such teras, in the aggregate.

FTC Action . On July 17, 2013, the staff of the Federal Tr&@denmission (“FTC")advised us that they are prepared to recommendht
FTC initiate a lawsuit against us relating to adlély unfair trade practices, and simultaneouslyissdl/that settlement of such issues by col
decree may be possible. Based on our review of-f@’s allegations, of past practices of the FTC, of maords of our collection a
servicing activities, and of other companissttlements with the FTC, we expect that we wilate such a settlement, and that such a settls
will require that we make restitutionary paymenmnid ghat we implement procedural changes under settrdecree. There can be no assur
however, that we will reach agreement regarding @ush settlement, and we may choose to contesilidgations of the FTC. Whether
reach such an agreement or not, the cost to usniésting or settling the matter may be materiat. Midve recorded a liability as of March
2014 with respect to this matter.

In General . There can be no assurance as to the outcomaey of the matters referenced above. We have redadibility as of March 3
2014, which represents our best estimate of prehialbLirred losses for legal contingencies, inclgditi of the matters described or referer
above. The amount of losses that may ultimatelynbarred cannot be estimated with certainty. Howebased on such information a:
available to us, we believe that the range of mealsly possible losses for the legal proceedings aomiingencies described or referer
above, as of March 31, 2014, and in excess ofidbdity we have recorded, is from $0 to $1.6 noitli

Accordingly, we believe that the ultimate resolataf such legal proceedings and contingencies; &fkéing into account our current litigati
reserves, should not have a material adverse affecur consolidated financial condition. We ndtewever, that in light of the uncertaini
inherent in contested proceedings, there can bassarance that the ultimate resolution of theseemsatvill not significantly exceed t
reserves we have accrued; as a result, the outcdraeparticular matter may be material to our ofiegaresults for a particular peric
depending on, among other factors, the size ofogeeor liability imposed and the level of our ino® for that period.
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(10) Employee Benefits

On March 8, 2002 we acquired MFN Financial Corgoratand its subsidiaries in a merger. We sponserMifrN Financial Corporatic
Benefit Plan (the “Plan”). Plan benefits were froziine 30, 2001. The table below sets forth tha'®lzet periodic benefit cost for the three
month periods ended March 31, 2014 and 2013.

Three Months Ended
March 31,
2014 2013
(In thousands)

Components of net periodic cost (benefil

Service cos $ - $ -
Interest cos 22C 21C

Expected return on asst (432) (335
Amortization of transition (asset)/obligati - -
Amortization of net (gain) / loss 117

Net periodic cost (benefit) $ (212 % )

We contributed $112,000 to the Plan during theetfmenth period ended March 31, 2014 and we anticipa&ing contributions in tt
amount of $374,000 for the remainder of 2014.

(11) Fair Value Measurements

ASC 820, "Fair Value Measurements" clarifies thimgiple that fair value should be based on the mpsions market participants would 1
when pricing an asset or liability and establishdair value hierarchy that prioritizes the infotina used to develop those assumptions. L
the standard, fair value measurements would beabhadisclosed by level within the fair value taiechy.

ASC 820 defines fair value, establishes a frameviamrkneasuring fair value, establishes a tHex@! valuation hierarchy for disclosure of
value measurement and enhances disclosure requitefoe fair value measurements. The three levelslafined as follows: level linputs tc
the valuation methodology are quoted prices (ursdil) for identical assets or liabilities in activearkets; level 2 inputs to the valuatic
methodology include quoted prices for similar assetd liabilities in active markets, and inputst thee observable for the asset or liabi
either directly or indirectly, for substantiallyetiull term of the financial instrument; and le\&} inputs to the valuation methodology
unobservable and significant to the fair value mezrment.

In September 2008 we sold automobile contractssecaritization that was structured as a saleifiantial accounting purposes. In that ¢
we retained both securities and a residual inténetite transaction that are measured at fair vdlu&eptember 2010 we took advantag
improvement in the market for asset-backed seesriby resecuritizing the underlying receivables from ouraied September 20
securitization. We also sold the securities rethifirem the September 2008 transaction. No gaiross was recorded as a result of the r
securitization transaction described above. Werdmsdelow the valuation methodologies we use lier securities retained and the resi
interest in the cash flows of the transaction, &l as the general classification of such instrutsqrursuant to the valuation hierarchy.
residual interest in such securitization is $446,88 of March 31, 2014 and $854,000 as of DeceBthe?013 and is classified as level 3 in
threelevel valuation hierarchy. We determine the valti¢hat residual interest using a discounted caslv fhodel that includes estimates
prepayments and losses. We used a discount ra@6fper annum and a cumulative net loss rate of 46Bbarch 31, 2014 and December
2013. The assumptions we used are based on h&tgecformance of automobile contracts we haveimaigd and serviced in the pi
adjusted for current market conditions.
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In September 2011, we acquired $217.8 million office receivables from Fireside Bank for a purchage of $199.6 million. Tt
receivables were acquired by our whadlymned special purpose subsidiary, CPS Fender Rades; LLC, which issued a note for $1¢
million, with a fair value of $196.5 million. Sindbe Fireside receivables were originated by amathéty with its own underwriting guidelin
and procedures, we have elected to account foFitieside receivables and the related debt secyratidse receivables at their estimated
values so that changes in fair value will be ré#ddn our results of operations as they occuerbdt income from the receivables and int
expense on the note are included in interest incandkeinterest expense, respectively. Changes ttathealue of the receivables and debt
included in other income. Our level 3, unobservabrits reflect our own assumptions about the fadtitat market participants use in pric
similar receivables and debt, and are based otdkeinformation available in the circumstanceseylmclude such inputs as estimated
chargeeffs and timing of the amortization of the porttolbf finance receivables. Our estimate of the ¥aiue of the Fireside receivable:
performed on a pool basis, rather than separateBach individual receivable. The table below pnésa reconciliation of the acquired fina
receivables and related debt measured at fair vadweerecurring basis using significant unobsemafguts:

Three Months Ended
March 31,
2014 2013
(in thousands)

Finance Receivables Measured at Fair Value

Balance at beginning of peric $ 14,47¢  $ 59,66¢
Payments on finance receivables at fair vi (5,32)) (16,519
Chargeoffs on finance receivables at fair va (349 (1,007
Discount accretiol 23¢ 88¢
Mark to fair value 7 (13)
Balance at end of period $ 9,05¢ $ 43,02:

Debt Secured by Finance Receivables Measured at Faalue:

Balance at beginning of peric $ 13,117 % 57,10}
Principal payments on debt at fair va (5,039 (27,930
Premium accretio 304 1,104
Mark to fair value 194 10€
Balance at end of peric 8,57¢ 40,38’
Reduction for payments collected and payable (1,399 (5,687)
Adjusted balance at end of period $ 7,177 $ 34,70(

The table below compares the fair values of thedtiie receivables and the related secured dehetodontractual balances for the peri
shown:

March 31, 2014 December 31, 201
Contractual Fair Contractual Fair
Balance Value Balance Value

(In thousands)
Fireside receivables portfol $ 9,12 $ 9,05¢ % 14,78  $ 14,47¢

Debt secured by Fireside receivables porti - 8,57¢ - 13,117
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The fair value of the debt secured by the Firesgbeivables portfolio represents the discountedevalf future cash flows that we estirr
will become due to the lender in accordance with tirms of our financing for the Fireside portfoliche terms of the debt provide for
lenders to receive a share of residual cash flows fthe underlying receivables after the contrdchadance of the debt is repaid and
Company’s investment in the Fireside portfoliogturned.

Repossessed vehicle inventory, which is include®tiner assets on our unaudited condensed consdlitiaiance sheet, is measured a
value using level 2 assumptions based on our alisslexperience on sale of repossessed vehidddarch 31, 2014, the finance receival
related to the repossessed vehicles in inventdslei $28.0 million. We have applied a valuatiojuatinent, or loss allowance, of $1
million, which is based on a recovery rate of apprately 42%, resulting in an estimated fair vaéunel carrying amount of $11.8 million. 1
fair value and carrying amount of the repossesseeniory at December 31, 2013 was $10.0 millioeradpplying a valuation adjustmen
$14.8 million.

There were no transfers in or out of level 1 oele¥ assets and liabilities for the three monthdednMarch 31, 2014 and 2013. We hav
level 3 assets that are measured at fair valuermmaecurring basis. The table below presents a retiation for level 3 assets measured at
value on a recurring basis using significant unoledge inputs:

Three Months Ended
March 31,
2014 2013
(in thousands)

Residual Interest in Securitizations:

Balance at beginning of peric $ 854 $ 4,82¢
Cash paid (received) during peri (522) (1,319
Included in earnings 112 -
Balance at end of period $ 44 $ 3,50¢
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The following table provides certain qualitativédammation about our level 3 fair value measureméntsassets and liabilities carried at
value:

Financial Instrument Fair Values as of Inputs as of
March 31, December 31 Valuation Unobservable March 31, December 31
2014 2013 Techniques Inputs 2014 2013
(In thousands)
Assets:
Finance receivables Discounted cash
measured at fair valt.  $ 9,05¢ $ 14,47¢ flows Discount rate 15.4% 15.4%
Cumulative net
losses 5.0% 5.0%
Monthly average
prepayment: 0.5% 0.5%
Residual interest in Discounted cash
securitization: 44t 854 flows Discount rate 20.0% 20.0%
Cumulative net
losses 15.0% 15.0%
Monthly average
prepayment: 0.5% 0.5%
Liabilities:
Debt secured by
receivables measure: Discounted cash
at fair value $ 8,57¢ 13,117 flows Discount rate 12.2% 12.2%
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The estimated fair values of financial assets afllities at March 31, 2014 and December 31, 20M8¢ as follows:

Financial Instrument

Assets:

Cash and cash equivalel

Restricted cash and equivale

Finance receivables, n

Finance receivables measured at fair vi
Residual interest in securitizatio
Accrued interest receivab

Liabilities:

Warehouse lines of crec

Accrued interest payab

Residual interest financir

Debt secured by receivables measured at fair
Securitization trust del

Subordinated renewable no

Financial Instrument

Assets:

Cash and cash equivalel

Restricted cash and equivale

Finance receivables, n

Finance receivables measured at fair vi
Residual interest in securitizatio
Accrued interest receivab

Liabilities:

Warehouse lines of crec

Accrued interest payab

Residual interest financir

Debt secured by receivables measured at fair
Securitization trust del

Senior secured debt, related pe
Subordinated renewable no

As of March 31, 2014

(In thousands)

Carrying Fair Value Measurements Using:

Value Level 1 Level 2 Level 3 Total
$ 14567 $ 14567 $ - 3 - 14,56°
147,59 147,59 - - 147,591
1,182,11 - - 1,159,43. 1,159,43.
9,05¢ - - 9,05¢ 9,05¢
44t - - 44t 44t
17,56: - - 17,56: 17,56:
$ 41527 $ - $ - $ 41,52] 41,52:
3,05¢ - - 3,05¢ 3,05¢
15,58: - - 15,58: 15,58:
8,57¢ - - 8,57¢ 8,57¢
1,247,38 - - 1,288,38 1,288,38
18,58t - - 18,58t 18,58t

As of December 31, 2013
(In thousands)
Carrying Fair Value Measurements Using:

Value Level 1 Level 2 Level 3 Total
$ 22,11:  $ 22,11:  $ - 3 - 22,11:
132,28: 132,28: - - 132,28:
1,115,43 - - 1,100,15: 1,100,15:
14,47¢ - - 14,47¢ 14,47¢
854 - - 854 854
18,67( - - 18,67( 18,67(
$ 945: $ - $ - 3 9,45 9,45:
2,90¢ - - 2,90¢ 2,90¢
19,09¢ - - 19,09¢ 19,09¢
13,117 - - 13,11 13,11
1,177,55! - - 1,189,08 1,189,08
38,55¢ - - 38,55¢ 38,55¢
19,14: - - 19,14: 19,14:
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The following summary presents a description of thethodologies and assumptions used to estimatdathevalue of our financii
instruments. Much of the information used to detaarfair value is highly subjective. When appliaghieadily available market informat
has been utilized. However, for a significant pmrtdf our financial instruments, active marketsndo exist. Therefore, significant element
judgment were required in estimating fair value dertain items. The subjective factors include, agnother things, the estimated timing
amount of cash flows, risk characteristics, crgdility and interest rates, all of which are subjeachange. Since the fair value is estimate
of March 31, 2014 and December 31, 2013, the ansahat will actually be realized or paid at settgror maturity of the instruments co
be significantly different.

Cash, Cash Equivalents and Restricted Cash and Equivalents

The carrying value equals fair value.

Finance Receivables, net

The fair value of finance receivables is estimdigdliscounting future cash flows expected to béecttd using current rates at which sin
receivables could be originated.

Finance Receivables Measured at Fair Value and Debt Secured by Receivables Measured at Fair Value
The carrying value equals fair value.
Residual Interest in Securitizations

The fair value is estimated by discounting futuastcflows using credit and discount rates that elibe reflect the estimated credit, inte
rate and prepayment risks associated with simjlaeg of instruments.

Accrued Interest Receivable and Payable

The carrying value approximates fair value becahseelated interest rates are estimated to refl@cent market conditions for similar ty)
of instruments.

Warehouse Lines of Credit, Residual Interest Financing, Senior Secured Debt, Related Party and Subordinated Renewable Notes

The carrying value approximates fair value becdlisaelated interest rates are estimated to reflacent market conditions for similar ty|
of secured instruments.

Securitization Trust Debt

The fair value is estimated by discounting futuamsicflows using interest rates that we believeecethe current market rates.
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Item 2 . Management’s Discussion and Analysis of Financi@bndition and Results of Operations
Overview

We are a specialty finance company focused on enesiwho have limited credit histories, low inconoesast credit problems, whom
refer to as sulprime customers. Our business is to purchase andcseretail automobile contracts originated priityaby franchise:
automobile dealers and, to a lesser extent, bytsieldependent dealers in the United States irséhe of new and used automobiles, light tr
and passenger vans. Through our automobile cortachases, we provide indirect financing to puime customers of dealers. We serv
an alternative source of financing for dealersilitating sales to customers who otherwise migttlmable to obtain financing from traditio
sources, such as commercial banks, credit uniotishencaptive finance companies affiliated with onajutomobile manufacturers. In addit
to purchasing installment purchase contracts dyréaim dealers, we have also (i) acquired instatinpurchase contracts in four merger
acquisition transactions, (ii) purchased immatesialounts of vehicle purchase money loans from af@iiated lenders, and (iii) lent mon
directly to consumers for an immaterial amount adrls secured by vehicles. In this report, we redeall of such contracts and loans
"automobile contracts."

We were incorporated and began our operations irctMa991. From inception through March 31, 2014, ewe purchased a total
approximately $10.6 billion of automobile contrafrtam dealers. In addition, we obtained a totahpproximately $822.3 million of automot
contracts in mergers and acquisitions in 2002, 2@084 and 2011. In 2004 and 2009, we were appbiasea thirgparty servicer for certa
portfolios of automobile receivables originated awehed by noraffiliated entities. Beginning in 2008 through ttiérd quarter of 2011, o
managed portfolio decreased each year due to @iegy of limiting contract purchases in 2008 a@f®to conserve our liquidity, as discus
further below. However, since October 2009 we hgraglually increased contract purchases, whichyrin has resulted in recent increase
our managed portfolio. Recent contract purchasemes and managed portfolio levels are shown itiathke below:

Contract Purchases and Outstanding Managed Portfoti
$ in thousands

Contracts
Purchased in Managed Portfolio
Period Period at Period End

2008 $ 296,81 $ 1,664,12.

2009 8,59¢ 1,194,72;

2010 113,02: 756,20:

2011 284,23t 794,64

2012 551,74 897,57"

2013 764,08 1,231,42;

Three months ended March 31, 2( 189,88t 1,295,22!

Our principal executive offices are in Las Vegasyada. Most of our operational and administrativections take place in Irvine, Califorr
Credit and underwriting functions are performedraiily in our California branch with certain of #&functions also performed in our Floi
and Nevada branches. We service our automobileamiatfrom our California, Nevada, Virginia, Flaidnd Illinois branches.

We purchase contracts in our own name (“CPS”) amdi] July 2008, also in the name of our whallyned subsidiary, TFC. Progra
marketed under the CPS name are intended to semigearange of sulprime customers, primarily through franchised new dealers. Oi
TFC program served vehicle purchasers enlistethenlt.S. Armed Forces, primarily through independesgd car dealers. In July 2008,
suspended contract purchases under our TFC proikarpurchase automobile contracts with the intentibfinancing them on a loniggrir
basis through securitizations. Securitizationsteaasactions in which we sell a specified pool ofittacts to a special purpose subsidial
ours, which in turn issues asset-backed secutd@iésnd the purchase of the pool of contracts fumn
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Securitization and Warehouse Credit Facilities

Throughout the period for which information is meted in this report, we have purchased automddulgracts with the intention
financing them on a lonterm basis through securitizations, and on animteasis through warehouse credit facilities. Aitls financings hay
involved identification of specific automobile comtts, sale of those automobile contracts (andcédsad rights) to one of our specfaipos:
subsidiaries, and issuance of adsmtked securities to fund the transactions. Dependn the structure, these transactions may beuatex
for under generally accepted accounting principesales of the automobile contracts or as sedimatings.

When structured to be treated as a secured fingrfomaccounting purposes, the subsidiary is codated with us. Accordingly, the st
automobile contracts and the related debt appeassets and liabilities, respectively, on our uiteddcondensed consolidated balance s
We then periodically (i) recognize interest and fieeome on the contracts, (ii) recognize interegiemse on the securities issued in
transaction and (iii) record as expense a provifowredit losses on the contracts.

Since 1994 we have conducted 62 term securitizajgenerally quarterly) of automobile contractg ta purchased from dealers under
regular programs. As of March 31, 2014, 14 of theseuritizations are active and all but one aractiired as secured financings.
September 2010 transaction is our only active $zation that is structured as a sale of the eslatontracts. From 1994 through April 200¢
generally utilized financial guarantees for theisemssetacked notes issued in the securitization. Sinqae®ter 2010 we have utiliz
senior subordinated structures without any findrgu@arantees.

From time to time we have also completed financiofysur residual interests in other securitizatitimat we and our affiliates previou
sponsored. As of March 31, 2014 we have one sugitiual interest financing outstanding.

Since December 2011, our securitizations have dsdwa préunding feature in which a portion of the receivebto be sold to the trust w
not delivered until after the initial closing. Agesult, our restricted cash balance at March 8142ncluded $68.8 million from the proceed
the sale of the assbt&cked notes that were held by the trustee pendihgery of the remaining receivables. In April 20the requisit
additional receivables were delivered to the taredl we received the related restricted cash, nfoshith was used to repay amounts o
under our warehouse credit facilities.

Portfolio Acquisitions

As stated above, we have acquired approximatel2.88aillion in finance receivables through four aisitions. These transactions t
place in 2002, 2003, 2004 and September 2011. ®meMber 2011 acquisition consisted of approxima$d17.8 million of financ
receivables that we purchased from Fireside Bartedsanton, California.

Uncertainty of Capital Markets and General EconomicConditions

We depend upon the availability of warehouse crédtiilities and access to long-term financing tlglouhe issuance of asdedeckel
securities collateralized by our automobile cortgaSince 1994, we have completed 62 term secafitizs of approximately $8.6 billion
contracts. From the fourth quarter of 2007 throtlghend of 2009, we observed unprecedented adebesees in the market for securiti
pools of automobile contracts. These changes iedugduced liquidity, and reduced demand for dsaeked securities, particularly
securities carrying a financial guaranty and fausities backed by suprime automobile receivables. Moreover, during fhexiod many of tt
firms that previously provided financial guarantegkich were an integral part of our securitizasippuspended offering such guarantees. -
adverse changes caused us to conserve liquiditsignificantly reducing our purchases of automolsibmtracts. However, since Septen
2009 we have established new funding facilities gratlually increased our contract purchases andréloggiency and amount of our te
securitizations. Our recent history of term se@attons is summarized in the table below:
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Recent Asset-Backed Term Securitizations
$ in thousands
Number of Term Amount of Term

Period Securitizations Securitizations
2006 4 $ 957,68:
2007 3 1,118,09
2008 2 509,02:
2009 0 -
2010 1 103,77:
2011 3 335,59:
2012 4 603,50(
2013 4 778,00(
Three months ended March 31, 2( 1 180,00(

Our 2012 securitizations included $58.2 millioncontracts that were repurchased in 2012 from sézations closed in 2006 and 2007.
2013 securitizations included $7.4 million in camtis that were repurchased from a securitizatiosed in 2008. Since 2011 all of
securitizations have been structured as securaddings and none have utilized financial guarantees

Our current shorterm funding capacity is $200 million, comprisivgot credit facilities. The first $100 million credacility was establishe
in December 2010. This facility was renewed in Mia?©13, extending the revolving period to March204nd adding an amortization pel
through March 2017. Our second $100 million créaldlity was established in May 2012. This facilisas renewed in June 2013, exten
the revolving period to June 2015, and adding aaréination period through June 2016.

Financial Covenants

Certain of our securitization transactions and warehouse credit facilities contain various finah@ovenants requiring certain minim
financial ratios and results. Such covenants irelm@intaining minimum levels of liquidity and nebsth and not exceeding maximum level
levels. In addition, certain securitization and +s&euritization related debt contain cralegault provisions that would allow certain credstac
declare a default if a default occurred under teddht facility. As of March 31, 2014 we were imgpliance with all such covenants.

Results of Operations
Comparison of Operating Results for the three months ended March 31, 2014 with the three months ended March 31, 2013

Revenues . During the three months ended March 31, 2014 rexenues were $68.1 million, an increase of $h3ilBon, or 24.8%, from th
prior year revenue of $54.6 million. The primarasen for the increase in revenues is an increasgdrest income. Interest income for
three months ended March 31, 2014 increased $18i8mor 27.0%, to $65.0 million from $51.2 mitlh in the prior year. The primary rea
for the increase in interest income is the increadamance receivables held by consolidated suasas, which increased from $948.0 mill
at March 31, 2013 to $1,289.4 million at March 32014. The table below shows the average balancesroportfolio held by consolidat
subsidiaries for the three months ended March 314 2nd 2013:

Average Balances for
the Three Months Ended

March 31, 2014 March 31, 2013
Amount Amount
Finance Receivables Owned by Consolidated Subsidias ($ in millions)
CPS Originated Receivabl $ 1,228! $ 856.¢
Fireside 10.¢ 49.(
Total $ 1,239.. $ 905.¢
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Servicing fees totaling $513,000 for the three memnded March 31, 2014 decreased $396,000, dv43:6m $909,000 in the prior ye
We earn base servicing fees on three portfolios inoentive servicing fees on one of those thredfglars. All three of the servicing fi
portfolios are decreasing in size as we receivéoousr payments and, consequently, base servicidgnaentive servicing fees are decrea
also. As of March 31, 2014 and 2013, our managetighio owned by consolidated vs. na@ensolidated subsidiaries and other third partias

as follows:

March 31, 2014

March 31, 2013

Amount (1) Amount (1) %(2)
Total Managed Portfolio ($ in millions)

Owned by Consolidated Subsidiar

CPS Originated Receivabl $ 1,280.: 98.8% % 904.7 93.4%

Fireside 9.1 0.7% 43.5 4.5%
Owned by No-Consolidated Subsidiari 2.4 0.2% 12.c 1.3%
Third-Party Servicing Portfolios 3.4 0.3% 8.2 0.8%
Total $ 1,295.. 100.0% $ 968.t 100.0¥

(1) Contractual balances.
(2) Percentages may not add up to 100% due to rounding.

At March 31, 2014, we were generating income ams f@n a managed portfolio with an outstanding paldalance of $1,295.2 millic
(this amount includes $2.4 million of automobilentracts on which we earn servicing fees and owesaluoal interest and also includes anc
$3.4 million of automobile contracts on which werehase and incentive servicing fees), comparedrtmnaged portfolio with an outstanc
principal balance of $968.5 million as of March 2013. At March 31, 2014 and 2013, the managedgbiorcomposition was as follows:

March 31, 2014

March 31, 2013

Amount (1) Amount (1) %(2)
Originating Entity (% in millions)
CPS $ 1,284.. 99.2% $ 917.( 94.7%
Fireside 9.1 0.7% 43.< 4.5%
Third Party Portfolio 1.€ 0.1% 8.2 0.8%
Total $ 1,295.. 100.0% $ 968.t 100.0¥

(1) Contractual balances.
(2) Percentages may not add up to 100% due to rounding.
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Other income increased by $120,000, or 4.7%, t6 $lllion in the three months ended March 31, 2@b4n $2.5 million during the pric
year. The increase is comprised of an increasé 28 $00 in payments from th-party providers of convenience fees paid by outarusrs fo
web based and other electronic payments, an irea®62,000 in fees associated with direct madl atiner related products and services
we offer to our dealers and an increase of $18i0@ales tax refunds. These increases were pgrtff8et by decreases of $68,000 in the
value of the receivables and debt associated WwihFireside portfolio and a decrease of $16,00@awveries on receivables from the 2
acquisition of MFN Financial Corporation.

Expenses . Our operating expenses consist largely of proni$or credit losses, interest expense, employestsc marketing and general .
administrative expenses. Provision for credit lesard interest expense are significantly affectedhle volume of automobile contracts
purchased during the trailing I8enth period and by the outstanding balance ohfieareceivables held by consolidated subsidiatagployet
costs and general and administrative expensesnatgréd as applications and automobile contraasreceived, processed and servi
Factors that affect margins and net income inckltinges in the automobile and automobile finanadkeb@nvironments, and macroecona
factors such as interest rates and changes imgrmaployment level.

Employee costs include base salaries, commissimhdanuses paid to employees, and certain expeslsésd to the accounting treatmer
outstanding stock options, and are one of our remgtificant operating expenses. These costs (dtier those relating to stock optio
generally fluctuate with the level of applicaticsrsd automobile contracts processed and serviced.

Other operating expenses consist largely of faadlitexpenses, telephone and other communicationcesy credit services, compt
services, marketing and advertising expenses, eprediation and amortization.

Total operating expenses were $56.4 million for tree months ended March 31, 2014, compared tdl$#8lion for the prior year, ¢
increase of $8.3 million, or 17.3%. The increasgrisnarily due to the increase in the amount of reamtracts we purchased, the resu
increase in our consolidated portfolio and assediaervicing costs, and the related increase irpmuision for credit losses. Increases in
operating expenses and provision for credit logseae partially offset by decreases in interest agpe

Employee costs increased by $1.9 million or 21.#10.9 million during the three months ended Masd, 2014, representing 19.3%
total operating expenses, from $8.9 million for gn®r year, or 18.6% of total operating expen&sce 2010, we have added employees i
Originations and Marketing departments in conjwttwith the increase in contract purchaddere recently, we have also added Servi
staff to accommodate the increase in the numbacodunts in our managed portfolithe table below summarizes our employees by cag
as well as contract purchases and units in our geghportfolio as of, and for the three-month pesiedded, March 31, 2014 and 2013:

March 31, 2014 March 31, 2013
Amount Amount
($ in millions)
Contracts purchased (dolla $ 189.¢ $ 180.1
Contracts purchased (uni 12,85 11,69:
Managed portfolio outstanding (dollal $ 1,295 $ 968.t
Managed portfolio outstanding (uni 103,54( 91,04«
Number of Originations sta 171 13¢
Number of Marketing sta 118 8¢
Number of Servicing sta 34C 28¢
Number of other sta: 81 6C
Total number of employees 70% 573
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General and administrative expenses include castscated with purchasing and servicing our padfof finance receivables, includi
expenses for facilities, credit services, and ti@nunications. General and administrative expenses $3.6 million, a decrease of $152,(
or 4.0%, compared to the previous year and reptedénd% of total operating expenses.

Interest expense for the three months ended MatcB®L4 decreased by $3.0 million to $13.4 million18.1%, compared to $16.3 mill
in the previous year.

Interest expense on the Fireside portfolio creatiflity decreased by $1.5 million compared to thiemyear period as the Fireside portfi
and the related debt have paid down to signifigdother levels over the last year.

Interest on securitization trust debt increase®$by9,000, or 2.0%, for the three months ended M3dch2014 compared to the prior y:
The outstanding amount of securitization trust detteased 38.3% to $1,247.4 million at March 3112compared to $901.7 million at Ma
31, 2013. However, the blended interest rates on gecuritizations completed since 2013 are sicguifily less than the blended interest |
on securitization trust debt incurred prior to 2013

Interest expense on senior secured debt decregskt bmillion. This was due primarily to repaymenf $15.0 million and $10.0 million
April 2013 and January 2014, respectively, anchtoreduction in the interest rate, effective AROIL3, from 16.0% to 13.0%. The remair
senior secured debt of $27.8 million was repaidviamich 31, 2014. Interest expense on subordinateelwable notes decreased by $255,
The decrease is due to a decrease in the avergeddrom $23.5 million to $18.7 million and a degse in the average cost from 15.1¢
13.4%. Interest expense on residual interest fingnincreased $87,000 in the three months endeaiMait, 2014 compared to the prior y
The increase is due to the establishment in A@LRof a new $20 million residual interest finamgimhis was partially offset by t
September 2013 repayment of the $13.8 million débtedness outstanding under the residual faaitiginally established in 2007.

Interest expense on warehouse debt decreased By0BaGfor the three months ended March 31, 2014pened to the prior year. Althou
we increased our contract purchases to $189.9omifior the three months ended March 31, 2014 coetpty $180.1 million in the pri
period, recently we have relied less on warehouseélitcfacilities and more on unrestricted cash me¢s to fund receivables prior
securitization. In the future we may incur greatarehouse debt interest expense as a result dfasimg used $39.2 million of our unrestric
cash to repay our senior secured debt during teeduarter of 2014.
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The following table presents the components ofr@stieincome and interest expense and a net intgielst analysis for the thremontt
periods ended March 31, 2014 and 2013:

Three Months Ended March 31,

2014 2013
(Dollars in thousands)
Annualized Annualized
Average Average Average Average
Balance(1) Interest Yield/Rate Balance (1) Interest Yield/Rate

Interest Earning Assets
Finance receivablesgross ( $ 1,22849° $ 64,30: 209% % 856,92( $ 48,53¢ 22.7%
Finance receivables measure

at fair value 10,88: 692 25.4% 49,00: 2,634 21.5%

$ 1,239,38 64,99¢ 21.0% $ 905,92: 51,16¢ 22 6%
Interest Bearing Liabilities

Warehouse lines of crec $ 22,33¢ 877 157% $ 35,40( 1,28: 14.5%
Residual interest financir 16,77¢ 57¢ 13.8% 13,77: 492 14.3%
Debt secured by receivables

measured at fair valt 10,09¢ 32¢ 13.0% 46,24: 1,78¢ 15.4%
Securitization trust del 1,164,46: 9,31¢ 3.2% 805,15! 9,13 4.5%
Senior secured debt, related

party 28,41 1,651 23.2% 50,57: 2,76¢ 21.9%
Subordinated renewable no 18,74 63C 13.4% 23,52( 88t 15.1%

$ 1,260,83 13,38: 42% $ 974,66 16,34¢ 6.7%

Net interest income/sprei $ 51,61¢ $ 34,82:
Net interest yield (3 16.7% 15.4%
Ratio of average interest

earning assets to average

interest bearing liabilitie 98% 93%

(1) Average balances are based on month end balancept for warehouse lines of credit, which asell on daily balances.
(2) Net of deferred fees and direct costs.
(3) Annualized net interest income divided by ageranterest earning assets.

Three Months Ended March 31, 201«
Compared to March 31, 201:

Total Change Due Change Due
Change to Volume to Rate
Interest Earning Assets (In thousands)

Finance receivables gro $ 15,77  $ 21,04 $ (5,275
Finance receivables measured at fair vi (1,947 (2,049 107

13,82¢ 18,99¢ (5,16%)

Interest Bearing Liabilities

Warehouse lines of crec (40%) (473 68
Residual interest financir 87 107 (20
Debt secured by receivables measured at fair \ (1,459 (1,396 (62
Securitization trust del 17¢ 4,07¢ (3,899
Senior secured debt, related pe (1,119 (1,217 98
Subordinated renewable no (25& (180 (75)

(2,96t 92t (3,890)
Net interest income/sprei $ 16,79t  $ 18,07 § (1,279
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Provision for credit losses was $23.9 million foe three months ended March 31, 2014, an increfa$®.6 million, or 57.7% compared
the prior year and represented 42.4% of total dipgr@xpenses. The provision for credit losses taais the allowance for finance credit los
at levels that we feel are adequate for probahbtermed credit losses that can be reasonably estim®&®ur approach for establishing
allowance requires greater amounts of provisioncfedit losses early in the terms of our finanageheables. Consequently, the increas
provision expense is the result of the increaseointract purchases during the last year and tlgeigortfolio owned by our consolida
subsidiaries compared to the prior year.

Marketing expenses consist primarily of commisdi@sed compensation paid to our employee markeépgesentatives. Our market
representatives earn a salary plus commissionsllms&olume of contract purchases and sales oflarycproducts and services that we @
our dealers, such as training programs, interreat kales, and direct mail products. Marketing egpsnincreased by $664,000, or 20.99
$3.8 million during the three months ended March 114, compared to $3.2 million in the prior y@ariod, and represented 6.8% of t
operating expenses. For the three months endedhMBdrc 2014, we purchased 12,854 contracts repiegef189.9 million in receivabl
compared to 11,691 contracts representing $180libmin receivables in the prior year.

Occupancy expenses increased by $144,000 or 2605%$688,000 compared to $544,000 in the previoas ged represented 1.2% of t
operating expenses.

Depreciation and amortization expenses decrease®48y000 or 34.2%, to $94,000 compared to $143jd0¢he previous year a
represented 0.2% of total operating expenses.

For the three months ended March 31, 2014, we dedoincome tax expense of $5.1 million, represgrai®3.0% effective income tax r
In the prior year period, we recorded $2.7 millinincome tax expense , representing a 42.0% éftettcome tax rate.
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Credit Experience

Our financial results are dependent on the perfaomaf the automobile contracts in which we retarownership interest. Broad econa
factors such as recession and significant chamgesemployment levels influence the credit perfarogaof our portfolio, as does the weigt
average age of the receivables at any given tirhe.tables below document the delinquency, reposseasad net credit loss experience o
such automobile contracts that we originated or awinterest in as of the respective dates shoWwae.tables do not include the experienc
third party originated and owned portfolios.

Delinquency, Repossession and Extension Experiendd
Total Originated Portfolio Excluding Fireside
March 31, 2014

March 31, 2013 December 31, 2013

Number of Number of Number of
Contracts Amount Contracts Amount Contracts Amount
(Dollars in thousands)
Delinquency Experienci
Gross servicing portfolio (1 99,71¢ $ 1,284,24: 77,86¢ $ 917,02! 94,20¢ $ 1,213,79
Period of delinquency (:
31-60 days 2,32 % 27,00¢ 1,71¢ % 13,12: 2,65:. $ 21,88:
61-90 days 1,49¢ 19,25¢ 907 6,692 2,02¢ 24,91«
91+ days 68¢ 6,69¢ 433 3,10 1,16: 11,06(
Total delinquencies (Z 4,50¢ 52,96: 3,05¢ 22,91¢ 5,83¢ 57,86
Amount in repossession ( 3,51¢ 28,04 1,93 14,55! 2,96 25,01(
Total delinquencies and
amount in repossession | 8,027 $ 81,00¢ 4,992 $ 37,46 8,79¢ $ 82,87:
Delinquencies as a percentay
of gross servicing portfoli 4.5% 4.1% 3.9% 2.5% 6.2% 4.8%
Total delinquencies and
amount in repossession as
percentage of gross servic
portfolio 8.0% 6.3% 6.4% 4.1% 9.3% 6.8%
Extension Experience
Contracts with one extension
accruing (4, 14,80 % 193,37! 9,47t  $ 89,93: 13,75¢  $ 176,23!
Contracts with two or more
extensions, accruing (- 5,29¢ 49,42¢ 6,902 33,14 5,44¢ 43,86¢
20,09¢ 242,80: 16,37" 123,07¢ 19,20 220,10!
Contracts with one extension
nor-accrual (4 1,04¢ 8,97 507 4,09( 1,03( 9,34¢
Contracts with two or more
extensions, nc-accrual (4 531 2,891 644 2,57¢ 622 3,261
1,57¢ 11,86 1,157 6,66¢ 1,652 12,61¢
Total contracts with extensiot 21,67  $ 254,66t 17,52¢  $ 129,74 20,85 $ 232,72
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Delinquency Experienci
Gross servicing portfolio (1
Period of delinquency (¢
31-60 days
61-90 days
91+ days
Total delinquencies (Z
Amount in repossession (
Total delinquencies and
amount in repossession |

Delinquencies as a percentay
of gross servicing portfoli

Total delinquencies and
amount in repossession as
percentage of gross servic
portfolio

Extension Experience

Contracts with one extension
accruing (4,

Contracts with two or more
extensions, accruing (-

Contracts with one extension
nor-accrual (4

Contracts with two or more
extensions, nc-accrual (4

Total contracts with extensiol

Delinquency, Repossession and Extension Experiendd
Fireside Portfolio

March 31, 2014

March 31, 2013

December 31, 2013

Number of Number of Number of
Contracts Amount Contracts Amount Contracts Amount
(Dollars in thousands)
3,321 $ 9,127 11,37¢ $ 43,28 4,89: 14,78¢
211 $ 507 31¢ $ 1,05¢ 36¢€ 87¢
91 21¢ 132 414 12t 25¢
44 54 74 21C 10¢€ 234
34¢ 77¢ 52t 1,67¢ 59¢ 1,36¢
25 11¢€ 142 56¢ 3C 12C
371 $ 897 667 $ 2,24¢€ 62¢ 1,48¢
10.4% 8.5% 4.6% 3.9% 12.2% 9.2%
11.2% 9.8% 5.9% 5.2% 12.9% 10.0%
88¢ $ 2,50« 2,68: $ 12,19¢ 1,20z 3,94¢
622 2,33¢ 32¢ 1,78¢ 68E 2,92¢
1,50¢ 4,83¢ 3,00¢ 13,98: 1,88¢ 6,86¢
24 73 10¢ 39¢ 6C 15¢E
17 47 5 29 35 11€
41 12C 114 42~ 95 27¢
1,54¢ $ 4,95¢ 3,12¢ $ 14,407 1,98: 7,14:
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Delinquency, Repossession and Extension Experiendd
Total Originated and Fireside Portfolio
March 31, 2014

March 31, 2013 December 31, 2013

Number of Number of Number of
Contracts Amount Contracts Amount Contracts Amount
(Dollars in thousands)
Delinquency Experienci
Gross servicing portfolio (1 103,04( $ 1,293,36! 89,24: $ 960,31( 99,09¢ $ 1,22857
Period of delinquency (:
31-60 days 253 % 27,51¢ 2,03¢ % 14,17" 3,01¢ % 22,76!
61-90 days 1,59( 19,47: 1,03¢ 7,10¢€ 2,14¢ 25,16"
91+ days 732 6,75: 507 3,31% 1,27( 11,29:
Total delinquencies (Z 4,85¢ 53,74 3,58¢ 24,59 6,431 59,22¢
Amount in repossession ( 3,54: 28,16: 2,07¢ 15,11¢ 2,99 25,13(
Total delinquencies and
amount in repossession | 8,39t $ 81,90: 565¢ $ 39,71 9,42¢  $ 84,35¢
Delinquencies as a percentay
of gross servicing portfoli 4.7% 4.2% 4.0% 2.6% 6.5% 4.8%
Total delinquencies and
amount in repossession as
percentage of gross servic
portfolio 8.2% 6.3% 6.3% 4.1% 9.5% 6.9%
Extension Experience
Contracts with one extension
accruing (4, 15,687 $ 195,87 12,15¢ % 102,12 14957 $ 180,18:
Contracts with two or more
extensions, accruing (- 5,91% 51,76: 7,22¢ 34,93 6,134 46,79:
21,60 247,64. 19,38t 137,06( 21,09: 226,97-
Contracts with one extension
nor-accrual (4 1,07z 9,04t 61€ 4,48¢ 1,09( 9,50:
Contracts with two or more
extensions, nc-accrual (4 54¢ 2,93¢ 64¢ 2,60¢ 657 3,38¢
1,62( 11,98 1,26¢ 7,091 1,747 12,88
23,22:  $ 259,62: 20,65 $ 144,15: 22,83t $ 239,86.

(1) All amounts and percentages are based on the amount remaining to be repaid on each automobile contract, including, for pre-
computed automobile contracts, any unearned interest. The information in the table represents the gross principal amount of all
automobile contracts we have purchased, including automobile contracts subsequently sold in securitization transactions that we continue
to service. The table does not include certain contracts we have serviced for third parties on which we earn servicing fees only and have no
credit risk.

(2) We consider an automobile contract delinquent when an obligor fails to make at least 90% of a contractually due payment by the
following due date, which date may have been extended within limits specified in the Servicing Agreements. The period of delinquency is
based on the number of days payments are contractually past due. Automobile contracts less than 31 days delinquent are not included. The
delinquency aging categories shown in the tables reflect the effect of extensions.

(3) Amount in repossession represents financed vehicles that have been repossessed but not yet liquidated.

(4) Accounts past due more than 90 days are on non-accrual.
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Net Charge-Off Experience (1)
Total Owned Portfolio Excluding Fireside

March 31, March 31, December 31
2014 2013 2013
(Dollars in thousands)
Average servicing portfolio outstandil $ 1,261,75 $ 885,74, $ 1,044,68
Annualized net charge-offs as a percentage of
average servicing portfolio (: 5.5% 4.2% 4.7%
Net Charge-Off Experience (1)
Fireside Portfolio
March 31, March 31, December 31
2014 2013 2013
(Dollars in thousands)
Average servicing portfolio outstandil $ 10,88¢ 49,000 $ 31,29¢
Annualized net charge-offs as a percentage of
average servicing portfolio (. 4.1% 4.9% 5.5%

Net Charge-Off Experience (1)
Total Owned Portfolio Including Fireside

March 31, March 31, December 31
2014 2013 2013
(Dollars in thousands)
Average servicing portfolio outstandil $ 1,272,64  $ 934,74, $ 1,075,97!
Annualized net charge-offs as a percentage of
average servicing portfolio (: 5.5% 4.2% 4.7%

(1) All amounts and percentages are based on the principal amount scheduled to be paid on each automobile contract, net of unearned
income on pre-computed automobile contracts.

(2) Net charge-offs include the remaining principal balance, after the application of the net proceeds from the liquidation of the vehicle
(excluding accrued and unpaid interest) and amounts collected subsequent to the date of charge-off, including some recoveries which have
been classified as other income in the accompanying interim financial statements. March 31, 2014 and March 31, 2013 percentage
represents three months ended March 31, 2014 and March 31, 2013 annualized. December 31, 2013 represents 12 months ended
December 31, 2013.

Extensions

In certain circumstances we will grant obligors -anenth payment extensions to assist them with teargarash flow problems. In gene
an obligor would not be entitled to more than twelsextensions in any Ionth period and no more than six over the lif¢hefcontract. Tt
only modification of terms is to advance the obtigmext due date by one month and extend the matiate of the receivable by one mo
In some cases, a two-month extension may be gramtezte are no other concessions such as a reduatiotierest rate, forgiveness
principal or of accrued interest. Accordingly, wensider such extensions to be insignificant delaypayments rather than troubled c
restructurings.
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The basic question in deciding to grant an extensavhether or not we will (a) be delaying theviitgble repossession and liquidation ot
risk losing the vehicle as a result of not beinfgdb locate the obligor and vehicle. In both afgé situations, the loss would likely be hig
than if the vehicle had been repossessed withauegtension. The benefits of granting an extengictude minimizing current losses ¢
delinquencies, minimizing lifetime losses, gettthg obligors account current (or close to it) and building dyeil with the obligor so that t
might prioritize us over other creditors on futygayments. Our servicing staff are trained to idgnithen a past due obligor is facin
temporary problem that may be resolved with anresitan. In most cases, the extension will be grairtembnjunction with our receiving a p
due payment (and where allowed by law, a nomina) feom the obligor, thereby indicating an addiibmonetary and psychologi
commitment to the contract on the obligor’s part.

The credit assessment for granting an extensiomitiglly made by our collector, who bases the raomendation on the collectar’
discussions with the obligor. In such assessméetsallector will consider, among other things, fibléowing factors: (1) the reason the obli
has fallen behind in payment; (2) whether or netribason for the delinquency is temporary, antig, ihave conditions changed such tha
obligor can begin making regular monthly paymewaia after the extension; (3) the obligor's pagthpent history, including past extensior
applicable; and (4) the obligarwillingness to communicate and cooperate on vegpthe delinquency. If the collector believes dimigor is :
good candidate for an extension, he must obtaincappfrom his supervisor, who will review the safaetors stated above prior to offering
extension to the obligor. After receiving an extensan account remains subject to our normal pdiand procedures for interest acci
reporting delinquency and recognizing charge-offs.

We believe that a prudent extension program isi@gral component to mitigating losses in our mdidfof sub-prime automobile
receivables. The table below summarizes the stasusf March 31, 2014, for accounts that receivedresions from 2008 through 2012 (2013
data are not included at this time due to insw#fitipassage of time for meaningful evaluation stilts):

% Chargec Charged Of % Chargec

Active or Paic % Active or Charged Of off>6 <=6 Off<=6 Avg Months
Off at March Paid Off at > 6 Months Months Months Months to Charge

Period of # Extension: 31, March 31, After After After After Off Post
Extension Grantec 2014 2014 Extensior Extensior Extension Extensior Extension
2008 35,58¢ 11,117 31.2% 19,31¢ 54.3% 4,81¢ 13.5% 1¢
2009 32,00« 10,90¢ 34.1% 15,53¢ 48.6% 5,78¢ 18.1% 1€
2010 26,167 12,99: 49.7% 11,17¢ 42.7% 1,99¢ 7.6% 17
2011 18,78¢ 11,97¢ 63.7% 5,87¢ 31.3% 932 5.0% 1€
2012 18,78: 13,71¢ 73.0% 4,272 22.7% 79€ 4.2% 11

Table excludes extensions on portfolios serviced for third parties.

We view these results as a confirmation of theatiffeness of our extension program. For the aceoreteiving extensions in 2008, 2C
2010, 2011 and 2012, 31.2%, 34.1%, 49.7%, 63.7%7&@%, respectively, were either paid in full atige and performing at March :
2014. Each of these successful accounts represstihged payments of interest and principal (inglgdoayment in full in many cases), wh
without the extension we likely would have incurgedubstantial loss and no interest revenue subsetpithe extension.

For the extension accounts that ultimately chaf§en® consider any that charged off more thannsonths after the extension to be at |
partially successful. For the 2008, 2009, 2010,128thd 2012 extensions, of the accounts that chanffedhe charge off was incurred,
average, 19, 16, 17, 16 and 11 months, respectiafthr the extension, indicating that even indhses of an ultimate loss, the obligor serv
the account with additional payments of principad anterest.
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Additional information about our extensions is pd®d in the tables below:

Year Ended
Three Months Ende December 31
2014 2013 2013
Average number of extensions granted per m 1,75:% 1,57¢ 1,95(
Average number of outstanding accot 101,64 89,17: 93,24"
Average monthly extensions as % of average outstga 1.7% 1.8% 2.1%
Table excludes portfolios originated and owned by third parties.
March 31, 201« March 31, 201! December 31, 201
Number of Number of Number of
Contracts Amount Contracts Amount Contracts Amount
(Dollars in thousands
Contracts with one extensit 16,75¢ $ 204,92: 12,77: $ 106,61. 16,047 $ 189,68
Contracts with two extensiol 4,41( 43,44¢ 4,197 21,40 4,397 38,50:
Contracts with three extensio 1,28 8,10¢ 2,40z 10,33¢ 1,48¢ 7,79(
Contracts with four extensiol 501 2,002 1,01¢ 4,517 634 2,51¢
Contracts with five extensior 211 86¢ 23¢€ 1,12¢ 224 1,05¢
Contracts with six extensions 56 275 32 15C 5C 30¢
23,22¢  $ 259,62 20,65 $ 144,15: 2283t $ 239,86.
Managed portfolio (excluding
originated and owned by 3
parties) 103,04 $ 1,293,36! 89,24: $ 960,31( 99,09¢ $ 1,228,57

Table excludes portfolios originated and owned by third parties.
Non-Accrual Receivables

It is not uncommon for our obligors to fall behimdtheir payments. However, with the diligent effoof our Servicing staff and systems
managing our collection efforts, we regularly wavikh our customers to resolve delinquencies. Qaiff stre trained to employ a counse
approach to assist our customers with their cash fhanagement skills and help them to prioritizgirtipayment obligations in order to av
losing their vehicle to repossession. Through oyeeience, we have learned that once a customenieEcgreater than 90 days past due
not likely that the delinquency will be resolveddanill ultimately result in a chargeff. As a result, we do not recognize any intenesbtme o
retain on our balance sheet any accrued interesbfaracts that are greater than 90 days past due.

If a contract exceeds the 90 days past due threstidhe end of one period, and then makes thessapepayments such that it becomes
than or equal to 90 days delinquent at the end sifitssequent period, it would be restored to futlraal status for our financial report
purposes. At the time a contract is restored toatdrual in this manner, there can be no assurdnateull repayment of interest and princi
will ultimately be made. However, we monitor eaddigor’'s payment performance and are aware of the sewdritis delinquency at any tin
The fact that the delinquency has been reducedviile 90-day threshold is a positive indicator. @idhe contract again exceed thed#y-
delinquency level at the end of any reporting pgribwould again be reflected as a non-accruabaet

Our policy for placing a contract on naccrual status is independent of our policy to gam extension. In practice, it would be

uncommon circumstance where an extension was grame the account remained in a ramtrual status, since the goal of the extensido
bring the contract current (or nearly current).
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Liquidity and Capital Resources

Our business requires substantial cash to suppopurchases of automobile contracts and otheratipgractivities. Our primary sources
cash have been cash flows from operating, investimbfinancing activities, including proceeds frtamm securitization transactions and o
sales of automobile contracts, amounts borroweeuwarious revolving credit facilities (also somatis known as warehouse credit faciliti
servicing fees on portfolios of automobile contsgateviously sold in securitization transactionsenviced for third parties, customer paym
of principal and interest on finance receivablegsffor origination of automobile contracts, arldases of cash from securitization transac
and their related spread accounts. Our primary abeash have been the purchases of automobileamisit repayment of amounts borro
under lines of credit, securitization transactiamsl otherwise, operating expenses such as emploesgst, occupancy expenses and ¢
general and administrative expenses, the estaldishmof spread accounts and initial overcollateadi@n, if any, the increase of cre
enhancement to required levels in securitizatiangactions, and income taxes. There can be ncaassuthat internally generated cash wi
sufficient to meet our cash demands. The suffigierfcinternally generated cash will depend on thefggmance of securitized pools (wh
determines the level of releases from those pontk their related spread accounts), the rate of resipa or contraction in our manag
portfolio, and the terms upon which we are abladquire and borrow against automobile contracts.

Net cash provided by operating activities for theeemonth period ended March 31, 2014 was $36.2 miliompared to net cash provit
by operating activities for the threeenth period ended March 31, 2013 of $21.0 millidash provided by operating activities is signifidg
affected by our net income, or loss, before provisifor credit losses. The increase is due prignaoilthe increase in net income be
provision for credit losses of $11.7 million.

Net cash used in investing activities for the thmenth period ended March 31, 2014 was $97.0 militompared to net cash used
investing activities of $115.4 million in the prigear period. Cash provided by investing activipesnarily results from principal payments i
other proceeds received on finance receivablesfbelishvestment and reductions in restricted c&dmsh used in investing activities genel
relates to purchases of automobile contracts. Rseshof finance receivables held for investmenewdB89.9 million and $180.1 million duri
the first three months of 2014 and 2013, respdgtive

Net cash provided by financing activities for theee months ended March 31, 2014 was $53.3 mimmpared to net cash provided
financing activities of $95.2 million in the prigrear period. Cash provided by financing activitissprimarily related to the issuance
securitization trust debt, reduced by the amoumepéiyment of securitization trust debt and netg@eds or repayments on our warehouse
of credit and other debt. In the first three morth2014, we issued $180.0 million in new secuatiian trust debt compared to $185.0 mil
in the same period of 2013. In addition, we re@did0.2 million in securitization trust debt andGillion in debt associated with the Fires
portfolio in the three months ended March 31, 26drhpared to repayments of securitization trust déB76.1 million and repayment of $1
million in debt associated with the Fireside pditfdn the prior year period. In the three montheled March 31, 2014, we received
proceeds on warehouse lines of credit of $32.lianillcompared to net proceeds of $4.9 million ia phior years period. During the first thr
months of 2014, we repaid in full $39.2 million g#nior secured related party debt compared to payreents of senior secured related f
debt in the prior year's period.

We purchase automobile contracts from dealers faash price approximately equal to their princigalount, adjusted for an acquisition
which may either increase or decrease the automabittract purchase price. Those automobile castgenerate cash flow, however, ov
period of years. As a result, we have been deperatewarehouse credit facilities to purchase autnilaaontracts, and on the availability
cash from outside sources in order to finance outiouing operations, as well as to fund the partid automobile contract purchase prices
financed under revolving warehouse credit faciitie
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The acquisition of automobile contracts for subsaqdinancing in securitization transactions, am& need to fund spread accounts and i
overcollateralization, if any, and increase credihancement levels when those transactions take,plasults in a continuing need for cag
The amount of capital required is most heavily dejemt on the rate of our automobile contract pusebathe required level of initial cre
enhancement in securitizations, and the extenthiclwthe previously established trusts and thedatee spread accounts either release ce
us or capture cash from collections on securiteettmobile contracts. Of those, the factor mosjesmitio our control is the rate at which
purchase automobile contracts.

We are and may in the future be limited in ourigibtb purchase automobile contracts due to limitsour capital. As of March 31, 2014,
had unrestricted cash of $14.6 million, $74.3 miilliavailable under one warehouse credit facilitgt $84.2 million available under anot
warehouse credit facility (such figures assumeathalability of sufficient eligible collateral). Ding the threenonth period ended March .
2014, we completed one securitization aggregatit®0$® million of receivables. We intend to completere securitizations during 20
although there can be no assurance that we willlbe to so. Our plans to manage our liquidity idelunaintaining our rate of automol
contract purchases at a level that matches oulad@icapital, and, as appropriate, minimizing operating costs. If we are unable to comj
such securitizations, we may be unable to increaserate of automobile contract purchases, in wiiake our interest income and o
portfolio related income could decrease.

Our liquidity will also be affected by releases a#sh from the trusts established with our secatitms. While the specific terms ¢
mechanics of each spread account vary among trtamsscour securitization agreements generally idethat we will receive excess ¢
flows, if any, only if the amount of credit enhantwnt has reached specified levels and the delirmyuennet losses related to the automc
contracts in the pool are below certain predetesahilevels. In the event delinquencies or net lossethe automobile contracts exceed !
levels, the terms of the securitization may requmereased credit enhancement to be accumulatethéoparticular pool. There can be
assurance that collections from the related trusts continue to generate sufficient cash. Moregvegrtain of our retained interests
securitization transactions and their related spracounts are pledged as collateral to our rekidigrest financing andcash releases 1
these transactions will be used to repay the fiimaysc

One of our securitization transactions, our warskarredit facilities, our residual interest finargcand our financing for the Fireside portfi
contain various financial covenants requiring dartainimum financial ratios and results. Such cams include maintaining minimum lev
of liquidity and net worth and not exceeding maximig@verage levels. In addition, some agreementtagoorossdefault provisions that wou
allow certain creditors to declare a default ifedadilt occurred under a different facility. As ofak¢h 31, 2014, we were in compliance witt
such financial covenants.

We have and will continue to have a substantialwamhof indebtedness. At March 31, 2014, we had @pprately $1,331.7 million of de
outstanding. Such debt consisted primarily of $7,2dillion of securitization trust debt, and alswluded $8.6 million in debt for t
acquisition of the Fireside portfolio, $41.5 milli@f warehouse lines of credit, $15.6 million ofickial interest financing and $18.6 millior
subordinated renewable notes. We are also curreffdying the subordinated notes to the public arpatinuous basis, and such notes
maturities that range from three months to 10 years

Our recent operating results include pag-earnings of $11.8 million for the three mongmeled March 31, 2014 and $37.2 million and
million for the years ended December 31, 2013 aadehber 31, 2012, respectively. Those periods wereeded by préax losses of $14
million and $16.2 million in 2011 and 2010, respesly. We believe that our 2011 and 2010 resultseweaterially and adversely affectec
the disruption in the capital markets that begath@nfourth quarter of 2007, by the recession legan in December 2007, and by related
levels of unemployment.

Although we believe we are able to service andyepa debt, there is no assurance that we will e 0 do so. If our plans for futt

operations do not generate sufficient cash flowssearnings, our ability to make required paymentsuar debt would be impaired. If we fail
pay our indebtedness when due, it could have ariabaelverse effect on us and may require us teeisslditional debt or equity securities.
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Critical Accounting Policies

We believe that our accounting policies relatedafoAllowance for Finance Credit Losses, (b) Anmation of Deferred Originations Co
and Acquisition Fees, (c) Term Securitizations, Kijance Receivables and Related Debt Measuredial/Blue, (e) Accrual for Continge
Liabilities, and (f) Income Taxes are the mosticaitto understanding and evaluating our reporieanicial results. Such policies are descr
below.

Allowance for Finance Credit Losses

In order to estimate an appropriate allowance déssés incurred on finance receivables, we usesadib®wvance methodology commo
referred to as " static pooling, Which stratifies our finance receivable portfolista separately identified pools based on the peat
origination. Using analytical and formula drivecheiques, we estimate an allowance for financeitleskes, which we believe is adequate
probable incurred credit losses that can be re&dpeatimated in our portfolio of automobile comtisa For each monthly pool of contracts
we purchase, we begin establishing the allowantedmmonth of acquisition and increase it overshiesequent 11 months, through a provi
for credit losses charged to our consolidated istaie of operations. Net losses incurred on finaeceivables are charged to the allowance
evaluate the adequacy of the allowance by examicimgent delinquencies, the characteristics ofpiwtfolio, prospective liquidation values
the underlying collateral and general economicraadket conditions. As circumstances change, owl lef/provisioning and/or allowance nr
change as well.

Broad economic factors such as recession and &ignifchanges in unemployment levels influencectiedit performance of our portfolio,
does the weighted average age of the receivablasyagiven time. Our internal credit performancédaonsistently show that new receiva
have lower levels of delinquency and losses earlyheir lives, with delinquencies increasing throogt their lives and losses gradu
increasing to a peak between 36 and 42 monthg, afteeh they gradually decreasks of March 31, 2014 the weighted average age ¢
portfolio of finance receivables was 14 months.

Amortization of Deferred Originations Costs and Acquisition Fees

Upon purchase of a contract from a dealer, we gdlgegither charge or advance the dealer an admuisiee. In addition, we incur cert:
direct costs associated with originations of ountacts. All such acquisition fees and direct cests applied to the carrying value of fina
receivables and are accreted into earnings asjastment to the yield over the estimated life & tontract using the interest method.

Term Securitizations
Our term securitization structure has generallynteefollows:

We sell automobile contracts we acquire to a whollyned special purpose subsidiary, which has begbleshed for the limited purpose
buying and reselling our automobile contracts. $pecialpurpose subsidiary then transfers the same autdenobintracts to another ent
typically a statutory trust. The trust issues iestibearing asséiacked securities, in a principal amount equal rtdess than the aggreg
principal balance of the automobile contracts. Wechlly sell these automobile contracts to thettat face value and without recourse, ex
that representations and warranties similar togtpevided by the dealer to us are provided byoubé trust. One or more investors purcl
the asset-backed securities issued by the trispriiceeds from the sale of the adsatked securities are then used to purchase thenabtle
contracts from us. We may retain or sell subordidaassebacked securities issued by the trust or by ae@lantity. Through 2008, \
generally purchased external credit enhancemenmfimst of our term securitizations in the form ofimancial guaranty insurance poli
guaranteeing timely payment of interest and ultenf@yment of principal on the senior adsatked securities, from an insurance comg
However, in our 12 most recent securitizationsei2810, we have not purchased financial guarastyramce policies and do not expect t
so in the near future.
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We structure our securitizations to include intéaradit enhancement for the benefit the inves(drim the form of an initial cash deposit
an account ( " spread account ") held by the triitin the form of overcollateralization of theenior assebacked securities, where
principal balance of the senior asbetked securities issued is less than the printigleince of the automobile contracts, (iii) in foben ol
subordinated assétcked securities, or (iv) some combination of suiternal credit enhancements. The agreements giogerthe
securitization transactions require that the ihigvel of internal credit enhancement be suppleegtiy a portion of collections from f
automobile contracts until the level of internagdit enhancement reaches specified levels, whielhen maintained. The specified levels
generally computed as a percentage of the prineipadunt remaining unpaid under the related autoimauntracts. The specified levels
which the internal credit enhancement is to be maied will vary depending on the performance e&f plortfolios of automobile contracts h
by the trusts and on other conditions, and may laésearied by agreement among us, our special parpobsidiary, the insurance compar
any, and the trustee. Such levels have increastdietreased from time to time based on performahtiee various portfolios, and have ¢
varied from one transaction to another. The agreésngoverning the securitizations generally gramtthe option to repurchase the
automobile contracts from the trust when the agageegutstanding balance of the automobile contfzatsamortized to a specified percen
of the initial aggregate balance.

Our September 2008 securitization and the subségesacuritization of the remaining receivables frorahstransaction in September 2
were each in substance sales of the underlyingvaddes, and have been treated as sales for fiabactounting purposes. They differ fr
those treated as secured financings in that tisé touvhich our speciglurpose subsidiaries sold the automobile contraetsthe definition of
"qualified special-purpose entity" under Statemehfinancial Accounting Standards No. 140 (ASC 880652). As a result, assets ¢
liabilities of those trusts are not consolidateth iour consolidated balance sheet.

Historically, our warehouse credit facility strusta were similar to the above, except that (i) specialpurpose subsidiaries that purche
the automobile contracts pledged the automobiléraots to secure promissory notes that they isiigdo increase in the required amoun
internal credit enhancement was contemplated, iéhd¢ did not purchase financial guaranty insw@n

Upon each transfer of automobile contracts in as@ation structured as a secured financing fonfire accounting purposes, whether a 1
securitization or a warehouse financing, we re@inour consolidated balance sheet the related altibencontracts as assets and recort
asset-backed notes or loans issued in the traneadiindebtedness.

Under the September 2008 and September 2010 seatioms, and other term securitizations complgeidr to July 2003 that we
structured as sales for financial accounting pugppa/e removed from our consolidated balance gsheedutomobile contracts sold and ac
to our consolidated balance sheet (i) the cashivweteif any, and (ii) the estimated fair valuetb& ownership interest that we retained ir
automobile contracts sold in the transaction. Te#dined or residual interest consisted of (a)cheh held in the spread account, if any
overcollateralization, if any, (c) asdedcked securities retained, if any, and (d) red#esafrom the trust, which include the net inte
receivables. Net interest receivables represerggtimated discounted cash flows to be receivad fie trust in the future, net of principal
interest payable with respect to the asmatked notes, the premium paid to the insurancepaow if any, and certain other expenses.
excess of the cash received and the assets weagtaver the carrying value of the automobile @t sold, less transaction costs, equale
net gain on sale of automobile contracts we reabrde
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We receive periodic base servicing fees for theisieg and collection of the automobile contratisder our securitization structures tre:
as secured financings for financial accounting psgs, such servicing fees are included in inténestme from the automobile contracts
addition, we are entitled to the cash flows from titusts that represent collections on the autolmabintracts in excess of the amounts req
to pay principal and interest on the adsatked securities, base servicing fees, and cesthar fees and expenses (such as trustee andlial
fees). Required principal payments on the alsaeked notes are generally defined as the paynseffisient to keep the principal balance
such notes equal to the aggregate principal balahtke related automobile contracts (excludingsthautomobile contracts that have t
charged off), or a prdetermined percentage of such balance. Where #raeptage is less than 100%, the related sectidtizagreemen
require accelerated payment of principal until pinimcipal balance of the asdedcked securities is reduced to the specified p&ge. Suc
accelerated principal payment is said to createcollateralization of the asset-backed notes.

If the amount of cash required for payment of feegenses, interest and principal on the seniatassked notes exceeds the am
collected during the collection period, the shdlriawithdrawn from the spread account, if anythé cash collected during the period exc
the amount necessary for the above allocationsrppgired principal payments on the subordinatsetdscked notes, and there is no shol
in the related spread account or the required ollateralization level, the excess is released # I the spread account ¢
overcollateralization is not at the required levkn the excess cash collected is retained irtrtle until the specified level is achiev
Although spread account balances are held by tiséston behalf of our speciplsrpose subsidiaries as the owner of the residteddsts (in tk
case of securitization transactions structuredass dor financial accounting purposes) or thetsrm the case of securitization transact
structured as secured financings for financial antiag purposes), we are restricted in use of #sh én the spread accounts. Cash held i
various spread accounts is invested in high qudlduid investment securities, as specified in seeuritization agreements. The interest
payable on the automobile contracts is signifigagtieater than the interest rate on the asaeked notes. As a result, the residual inte
described above historically have been a signifieanet of ours.

In all of our term securitizations and warehousaitrfacilities, whether treated as secured finaggior as sales, we have sold the autom
contracts (through a subsidiary) to the securitraéntity. The difference between the two struesus that in securitizations that are treate
secured financings we report the assets and liekilof the securitization trust on our consolidatealance sheet. Under both structt
recourse to us by holders of the adsatked securities and by the trust, for failureh&f automobile contract obligors to make payments
timely basis, is limited to the automobile contgattcluded in the securitizations or warehouse itfedilities, the spread accounts and
retained interests in the respective trusts.

Finance Receivables and Related Debt Measured at Fair Value

In September 2011 we purchased finance receivdbies Fireside Bank. These receivables are secusedidbt that was structur
specifically for the acquisition of this portfoli®ince the Fireside receivables were originatedahgther entity with its own underwriti
guidelines and procedures, we have elected to atdouthe Fireside receivables and the related debured by those receivables at 1
estimated fair values so that changes in fair valiliebe reflected in our results of operationstlasy occur. There are limited observable in
available to us for measurement of such receivaloe$or the related debt. We use our own assumgtabout the factors that we beli
market participants would use in pricing similace®ables and debt, and are based on the besinafimn available in the circumstances.
valuation method used to estimate fair value maydpce a fair value measurement that may not beatide of ultimate realizable vall
Furthermore, while we believe our valuation methads appropriate and consistent with those usedtlgr market participants, the use
different methods or assumptions to estimatddirevalue of certain financial instruments couddult in different estimates of fair value. Th
estimated values may differ significantly from tredues that would have been used had a readilyaiaimarket for such receivables or (
existed, or had such receivables or debt beerdiéged, and those differences could be materiddedihancial statements.
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Accrual for Contingent Liabilities

We are routinely involved in various legal procewpi resulting from our consumer finance activiesl practices, both continuing
discontinued. Our legal counsel has advised usuch satters where, based on information availablidhne time of this report, there is
indication that it is both probable that a lialyilitas been incurred and the amount of the los®earasonably determined.

We have recorded a liability as of March 31, 20&Hich represents our best estimate of probableriaduosses for legal contingencies.
amount of losses that may ultimately be incurreshoh be estimated with certainty. However, baseduwrh information as is available to
we believe that the range of reasonably possildsel® for the legal proceedings and contingencissritbed or referenced above, as of M.
31, 2014, and in excess of the liability we hawmrded, is from $0 to $1.6 million.

Accordingly, we believe that the ultimate resoluatuf such legal proceedings and contingencies;, &fking into account our current litigati
reserves, should not have a material adverse effecur consolidated financial condition. We ndtewever, that in light of the uncertaini
inherent in contested proceedings, there can bassarance that the ultimate resolution of thesdemsatvill not significantly exceed t
reserves we have accrued; as a result, the outcdraeparticular matter may be material to our ofiegaresults for a particular peric
depending on, among other factors, the size ofoseor liability imposed and the level of our ino® for that period.

Income Taxes

We account for income taxes under the asset ahifitifamethod, which requires the recognition ofaeteed tax assets and liabilities for
expected future tax consequences of events tha baen included in the financial statements. Undisr method, deferred tax assets
liabilities are determined based on the differertuetsveen the financial statements and tax basisséts and liabilities using enacted tax
in effect for the year in which the differences axpected to reverse. The effect of a change imates on deferred tax assets and liabiliti
recognized in income in the period that includesdhactment date.

Deferred tax assets are recognized subject to reamagts judgment that realization is more likely than.natvaluation allowance
recognized for a deferred tax asset if, based ewiight of the available evidence, it is more lijjkidnan not that some portion of the defe
tax asset will not be realized. In making such judgts, significant weight is given to evidence tteat be objectively verified. As a resul
the unprecedented adverse changes in the markstdaritizations, the recession and the resultigh levels of unemployment that occurre
2008 and 2009, we incurred substantial operatisgds from 2009 through 2011 which led us to esfaldi valuation allowance again:
substantial portion of our deferred tax assets. él@n, from the fourth quarter of 2011 through Magfi4, we reported 10 consecu
quarters of increasing profitability. Furthermowee demonstrated an ability to increase our voluofesontract purchases, grow our mang
portfolio and obtain cost effective short- and lgegm financing for our finance receivables.

In determining the possible future realization efedred tax assets, we have considered future l@xatome from the following sources:
reversal of taxable temporary differences; andfdb@casted future net earnings from operationse8agon those considerations, we t
concluded that it is more likely than not that tHeS. and state net operating loss carryforwardoperiprovide enough time to utilize
deferred tax assets pertaining to the existingppetating loss carryforwards and any net operdtieg that would be created by the revers
the future net deductions which have not yet be&rrt on a tax return. Our estimates of taxablenrecare forwardeoking statements, a
there can be no assurance that our estimates lotaxable income will be correct.

We recognize interest and penalties related tocagrezed tax benefits, if any, within the income& &xpense line in the consolida
statement of operations. Accrued interest and gieaalre included within the related tax liabilitye in the consolidated balance sheet.
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Forward Looking Statements

This report on Form 10-Q includes certain “forw#mdking statements.” Forwaildoking statements may be identified by the usevords
such as “anticipates,” “expects,” “plans,” “estimaf’ or words of like meaning. Our provision foedit losses is a forwardoking statemer
as it is dependent on our estimates as to futuaegelffs and recovery rates. Factors that coulecafthargesffs and recovery rates inclt
changes in the general economic climate, whichccatfiect the willingness or ability of obligors pay pursuant to the terms of automa
contracts, changes in laws respecting consumendaavhich could affect our ability to enforce riglunder automobile contracts, and cha
in the market for used vehicles, which could afféne levels of recoveries upon sale of repossegshitles. Factors that could affect
revenues in the current year include the levelsash releases from existing pools of automobildrects, which would affect our ability
purchase automobile contracts, the terms on whielang able to finance such purchases, the willisgoé dealers to sell automobile contr
to us on the terms that we offer, and the termw/oich and whether we are able to complete termrigeations once automobile contracts
acquired. Factors that could affect our expensateéncurrent year include competitive conditionghe market for qualified personnel :
interest rates (which affect the rates that wegrapotes issued in our securitizations).

Item 4. Controls and Procedures

We maintain a system of internal controls and places designed to provide reasonable assuranostas teliability of our published financ
statements and other disclosures included in #pert. As of the end of the period covered by thfort, we evaluated the effectiveness o
design and operation of such disclosure contraspincedures. Based upon that evaluation, theipahexecutive officer (Charles E. Bradl
Jr.) and the principal financial officer (Jeffrey Pritz) concluded that the disclosure controls @amdcedures are effective in record
processing, summarizing and reporting, on a tinbalyis, material information relating to us thatdquired to be included in our reports f
under the Securities Exchange Act of 1934. Thesehim®n no change in our internal controls ovemfifed reporting during our most recer
completed fiscal quarter that has materially afdcbr is reasonably likely to materially affeaty anternal control over financial reporting.
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PART Il — OTHER INFORMATION
Item 1. Legal Proceedings

The information provided under the caption “Legabdeedings,’Note 9 to the Unaudited Condensed ConsolidatednEiak Statement
included in Part | of this report, is incorporategtein by reference.

Iltem 1A. Risk Factors

We remind the reader that risk factors are sehfartitem 1A of our report on Form 10- filed with the U.S. Securities and Excha
Commission on March 10, 2014. Where we are awamaiérial changes to such risk factors as prewodisiclosed, we set forth below
updated discussion of such risks. The reader shmiklthat the other risks identified in our regmrtForm 10-K remain applicable.

We have substantial indebtedness.

We have and will continue to have a substantial amof indebtedness. At March 31, 2014 and DecerBthe2013, we had approximat
$1,331.7 million and $1,276.9 million, respectivetf debt outstanding. Such debt consisted, as afcM 31, 2014, primarily of $1,24°
million of securitization trust debt, and also imdéd $8.6 million in debt for the acquisition oéthireside portfolio, $41.5 million of wareho!
lines of credit indebtedness, $15.6 million of desil interest financing, and $18.6 million in sutioated renewable notes. At Decembel
2013, such debt consisted primarily of $1,177.6iomlof securitization trust debt, and also incldd13.1 million in debt for the acquisition
the Fireside portfolio, $9.5 million of warehouselébtedness, $19.1 million of residual interesariting, $38.6 million of senior secu
related party debt, and $19.1 million in subordidatenewable notes. We are also currently offettiegsubordinated notes to the public
continuous basis, and such notes have maturiti#sahge from three months to 10 years.

Our substantial indebtedness could adversely affigctinancial condition by, among other things:

« increasing our vulnerability to general adversenecoic and industry conditions;

« requiring us to dedicate a substantial portion wf cash flow from operations to payments on ouebtddness, thereby reduc
amounts available for working capital, capital exgitures and other general corporate purpc

« limiting our flexibility in planning for, or reaatig to, changes in our business and the industmhioh we operate;

» placing us at a competitive disadvantage comparedit competitors that have less debt; and

« limiting our ability to borrow additional funds.

Although we believe we are able to service and yepah debt, there is no assurance that we wiktide to do so. If we do not genel
sufficient operating profits, our ability to makequired payments on our debt would be impairedufeaio pay our indebtedness when
could have a material adverse effect.

If anincreasein interest rates resultsin a decreasein our cash flow from excess spread, our results of operations may be impaired.

Our profitability is largely determined by the difence, or "spread,” between the effective intaegst on the automobile contracts tha
acquire and the interest rates payable under wasehoredit facilities and on the asbatked securities issued in our securitizationshénpas
disruptions in the market for asset-backed seegritesulted in an increase in the interest ratgsaikon assdtacked securities. Should sim
disruptions take place in the future, we may pahér interest rates on asbatcked securities issued in the future. Althoughavee the abilit
partially to offset increases in our cost of furmsincreasing fees we charge to dealers when psirdhaontracts, or by demanding hic
interest rates on contracts we purchase, therbeam assurance that such actions would offsegritiee increase in interest that we might
to finance our managed portfolio.
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Several factors affect our ability to manage irgenate risk. Specifically, we are subject to iasgrrate risk during the period after
purchase automobile contracts from dealers andrdefe finance such contracts in a term securitmatinterest rates on warehouse ci
facilities are typically adjustable, while the irdgst rates on the automobile contracts are fiXedtdrest rates increase, the interest we mus
to the lenders under warehouse credit facilitiekedy to increase, while the interest we collécim those warehoused automobile conti
remains the same. Therefore, during the warehoysenigd, excess spread cash flow would likely desee Additionally, contracts warehou
and then securitized during a rising interest estieironment may result in less excess spread ¢astas our securitizations typically have
interest rates set at prevailing interest rateéhatime of the closing of the securitization, whinay not take place until several months afte
purchased those contracts. Our customers, on ez band, pay fixed rates of interest on the ceotdravhich are agreed to at the time -
purchase the underlying vehicles. A decrease iesxspread cash flow could adversely affect ouniregs and cash flow.

To mitigate, but not eliminate, the shoetm risk relating to floating interest rates pdgalnder the warehouse facilities, we have hisadisi
held automobile contracts in the warehouse creditifies for less than four months. To mitigatet hot eliminate, the lontgrm risk relatin
to interest rates payable in securitizations, weeha the past, and intend to continue to, striecaome of our securitization transaction
include prefunding structures, whereby the amount of secsrisued exceeds the amount of contracts init&lyg into the securitization.
pre-funding, the proceeds from the ffu@ded portion are held in an escrow account wveilsell the additional contracts into the secatton
In prefunded securitizations, we effectively lock in daarrowing costs with respect to the contracts wessqguently sell into the securitizati
However, we incur an expense in poeded securitizations equal to the difference leetwthe money market yields earned on the pro
held in escrow prior to subsequent delivery of cacts and the interest rate paid on the secuigmsed in the securitization. The amour
such expense may vary. Despite these mitigati@iegiies, an increase in prevailing interest rategldvcause us to receive less excess s
cash flow on automobile contracts, and thus codicesely affect our earnings and cash flow.

Forward-Looking Statements

Discussions of certain matters contained in thioremay constitute forwartboking statements within the meaning of SectioA 27 the
Securities Act of 1933, as amended (the "Securifie8) and Section 21E of the Exchange Act, andsash, may involve risks a
uncertainties. These forwaldeking statements relate to, among other thingpeetations of the business environment in whichoperate
projections of future performance, perceived opputtes in the market and statements regardingnaission and vision. You can gener:
identify forwardiooking statements as statements containing thedsvtwill," "would,"” "believe," "may," "could," "exgct," "anticipate,
"intend," "estimate,” "assume"” or other similar esgsions. Our actual results, performance and aemments may differ materially from {
results, performance and achievements expressietbtied in such forwardeoking statements. The discussion under "Riskdfatidentifie:
some of the factors that might cause such a diftergincluding the following:

« changes in general economic conditions;

« our ability or inability to obtain necessary finamg

« changes in interest rates;

« our ability to generate sufficient operating anthficing cash flows;
e competition;

« level of future provisioning for receivables lossasd

« regulatory requirements. and

Forwardiooking statements are not guarantees of performahieey involve risks, uncertainties and assumptidwtual results may diff
from expectations due to many factors beyond oilityaln control or predict, including those dedmd herein, and in documents incorpor
by reference in this report. For these statememtsclaim the protection of the safe harbor for farddooking statements contained in
Private Securities Litigation Reform Act of 1995.

We undertake no obligation to publicly update amnérdiooking information. You are advised to consult aalgitional disclosure we me
in our periodic reports filed with the SEC. See "&#hYou Can Find More Information” and "Documemtsarporated by Reference."
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Item 2. Unregistered Sales of Equity Securities and UsdPobceeds

During the three months ended March 31, 2014, wearohased no shares from existing shareholdengflested in the table below. We
deemed to have nadrchased 64,430 shares of our common stock, &t axercise of outstanding warrants. In this tratisa, the holders of
series of warrants purchased 365,000 shares afammmon stock, and paid the aggregate $513,400isggudce by surrender to us of 64,
of such 365,000 shares. The result of the trarwaetas the net issuance of 300,570 shares to tHersmf such warrants.

Issuer Purchases of Equity Securities

Total Number of Approximate

Shares Purchased Dollar Value of
Total as Part of Publicly Shares that May
Number of Average Announced Plans Yet be Purchased
Shares Price Paid or Under the Plans ol

Period(1) Purchased per Share Programs Programs (2)
January 201. - 3 - - $ 986,109:
February 201 - - - $ 986,19:
March 2014 - = - $ 986,19:

Total - 3 - -

(1) Each monthly period isthe calendar month.

(2) Through March 31, 2014, our board of directors had authorized the purchase of up to $34.5 million of our outstanding securities,
which program was first announced in our annual report for the year 2002, filed on March 26, 2003. All purchases described in the
table above were under the plan announced in March 2003, which has no fixed expiration date.

Item 6. Exhibits
The Exhibits listed below are filed with this repor
4.14 Instruments defining the rights of holders of lalegm debt of certain consolidated subsidiariedhefregistrant are omitted purst

to the exclusion set forth in subdivisions (b)(iM)(A) and (b)(v) of Item 601 of Regulation B-(17 CFR 229.601). The registr
agrees to provide copies of such instruments tdJtiited States Securities and Exchange Commisgion tequest

453 Indenture dated March 1, 2014 re Notes issued iy R0 Receivables Trust 204-Incorporated by reference to the exhibit f
with the registrars Form K on March 19, 201<

454 Sale and Servicing Agreement dated as of Marcl®142Incorporated by reference to the exhibit fikdgth the registrant’s Form 8-
K on March 19, 2014

31.1 Rule 13i-14(a) Certification of the Chief Executive Officgrthe registrani

31.2 Rule 13i-14(a) Certification of the Chief Financial Officef the registrant

32 Section 1350 Certifications

* These Certifications shall not be deemed “filédd? purposes of Section 18 of the Securities ExgkaAct of 1934, as amended,
otherwise subject to the liability of that sectidinese Certifications shall not be deemed to berparated by reference into any filing un
the Securities Act of 1933, as amended, or the &xgh Act, except to the extent that the registnasimtement specifically states that ¢
Certifications are incorporated therein.
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SIGNATURES

Pursuant to the requirements of the Securities &xgh Act of 1934, the registrant duly caused thgort to be signed on its behalf by
undersigned thereunto duly authorized.

CONSUMER PORTFOLIO SERVICES, INC.

(Registrant’
Date: April 30, 2014

By: /s/ CHARLES E. BRADLEY, JR
Charles E. Bradley, Jr.
President and Chief Executive Officer
(Principal Executive Officer

Date: April 30, 2014

By: /s/ JEFFREY P. FRIT.
Jeffrey P. Fritz
Executive Vice President and Chief Financial Officer
(Principal Financial Officer
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Exhibit 31.1
CERTIFICATION
I, Charles E. Bradley, Jr., certify that:
1. | have reviewed this quarterly report on FormQ@r the quarterly period ended March 31, 201€ohsumer Portfolio Services, Inc.;

2. Based on my knowledge, this report does notaiorany untrue statement of a material fact or amgtate a material fact necessary to r
the statements made, in light of the circumstanoeler which such statements were made, not misigadih respect to the period coverec
this report;

3. Based on my knowledge, the financial statememid,other financial information included in théport, fairly present in all material resp
the financial condition, results of operations aadh flows of the registrant as of, and for, thegoepresented in this report;

4. The registrang other certifying officer(s) and | are responsifide establishing and maintaining disclosure cdstrand procedures (
defined in Exchange Act Rules 13a-15(e) and 15&))%(nd internal control over financial reportiras defined in Exchange Act Rules 13a-1
(f) and 15d-15(f)) for the registrant and have:

(a) Designed such disclosure controls and procsdunecaused such disclosure controls and procedorée designed under
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtbsidiaries, is made known to u:
others within those entities, particularly duriig teriod in which this report is being prepared;

(b) Designed such internal control over financégarting, or caused such internal control overrfaial reporting to be designed un
our supervision, to provide reasonable assurangardang the reliability of financial reporting arttie preparation of financ
statements for external purposes in accordancegeitlerally accepted accounting principles.

(c) Evaluated the effectiveness of the registgadisclosure controls and procedures and presamtiis report our conclusions ab
the effectiveness of the disclosure controls amdgutures, as of the end of the period covered ibyrdiport based on such evaluat
and

(d) Disclosed in this report any change in thegtgnt’s internal control over financial reportitigat occurred during the registrant’
most recent fiscal quarter (the registranfburth fiscal quarter in the case of an annupbr@ that has materially affected, ol
reasonably likely to materially affect, the regsit’'s internal control over financial reporting;dan

5. The registrang other certifying officer(s) and | have disclosédsed on our most recent evaluation of internaltrob over financie
reporting, to the registrant's auditors and theitaadmmittee of the registrast’board of directors (or persons performing theiveden!
functions):

(a) All significant deficiencies and material weakses in the design or operation of internal cowoirer financial reporting which &
reasonably likely to adversely affect the regisfeaability to record, process, summarize and refioancial information; and

(b) Any fraud, whether or not material, that innedvmanagement or other employees who have a sagmifrole in the registramst’
internal control over financial reporting.

Date: April 30, 201

/s CHARLES E. BRADLEY, JR.

Charles E. Bradley, Jr. Chief Executive Offi



Exhibit 31.2
CERTIFICATION
I, Jeffrey P. Fritz, certify that:
1. | have reviewed this quarterly report on FormQ@r the quarterly period ended March 31, 201€ohsumer Portfolio Services, Inc.;

2. Based on my knowledge, this report does notaiorany untrue statement of a material fact or amgtate a material fact necessary to r
the statements made, in light of the circumstanoeler which such statements were made, not misigadih respect to the period coverec
this report;

3. Based on my knowledge, the financial statememid,other financial information included in théport, fairly present in all material resp
the financial condition, results of operations aadh flows of the registrant as of, and for, thegoepresented in this report;

4. The registrang other certifying officer(s) and | are responsifide establishing and maintaining disclosure cdstrand procedures (
defined in Exchange Act Rules 13a-15(e) and 15&))%(nd internal control over financial reportiras defined in Exchange Act Rules 13a-1
(f) and 15d-15(f)) for the registrant and have:

(a) Designed such disclosure controls and procsdunecaused such disclosure controls and procedorée designed under
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtbsidiaries, is made known to u:
others within those entities, particularly duriig teriod in which this report is being prepared;

(b) Designed such internal control over financégarting, or caused such internal control overrfaial reporting to be designed un
our supervision, to provide reasonable assurangardang the reliability of financial reporting arttie preparation of financ
statements for external purposes in accordancegeitlerally accepted accounting principles.

(c) Evaluated the effectiveness of the registgadisclosure controls and procedures and presamtiis report our conclusions ab
the effectiveness of the disclosure controls amdgutures, as of the end of the period covered ibyrdiport based on such evaluat
and

(d) Disclosed in this report any change in thegtgnt’s internal control over financial reportitigat occurred during the registrant’
most recent fiscal quarter (the registranfburth fiscal quarter in the case of an annupbr@ that has materially affected, ol
reasonably likely to materially affect, the regsit’'s internal control over financial reporting;dan
5. The registrang other certifying officer(s) and | have disclosédsed on our most recent evaluation of internaltrob over financie
reporting, to the registrant's auditors and theitaadmmittee of the registrast’board of directors (or persons performing theiveden!
functions):

(a) All significant deficiencies and material weakses in the design or operation of internal cowoirer financial reporting which &
reasonably likely to adversely affect the regisfeaability to record, process, summarize and refioancial information; and

(b) Any fraud, whether or not material, that innedvmanagement or other employees who have a sagmifrole in the registramst’
internal control over financial reporting.

Date: April 30, 201

[s| JEFFREY P. FRITZ

Jeffrey P. Fritz, Chief Financial Offici



Exhibit 32

Certification Pursuant To
18 U.S.C. Section 1350,
As Adopted Pursuant To
Section 906 of The Sarbanes-Oxley Act Of 2002

In connection with the Quarterly Report on FormQ®f Consumer Portfolio Services, Inc. (the “Comygarfor the quarterly period end
March 31, 2014, as filed with the Securities anatange Commission on the date hereof (the “Repdttiprles E. Bradley, Jr., as Ct
Executive Officer of the Company, and Jeffrey RtzEas Chief Financial Officer of the Company, le&ereby certifies, pursuant to 18 U.¢
81350, as adopted pursuant to 8906 of the Sarlfarley-Act of 2002, that:

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

(2) The information contained in the Repiairly presents, in all material respects, thamcial condition and results
operations of the Company.

Date: April 30, 2014

/sl CHARLES E. BRADLEY, JR.

Charles E. Bradley, Jr.
Chief Executive Officer

/s| JEFFREY P. FRITZ

Jeffrey P. Fritz
Chief Financial Officer

This certification accompanies each Report purstmBt906 of the Sarban&xley Act of 2002 and shall not, except to the ektequired b
the Sarbanes-Oxley Act of 2002, be deemed filethbyCompany for purposes of §18 of the SecuritiehBnge Act of 1934, as amended.

A signed original of this written statement reqdit®y Section 906 has been provided to the Compadyall be retained by the Company
furnished to the Securities and Exchange Commigsidts staff upon reques



