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PART |
Item 1. Business

Overview

We are a specialty finance company. Our primary business is to purchase and service retail automobile contracts
originated primarily byfranchised automobile dealers and select independent dealers in the United States in the sale of new and
used automobiles, light trucks and passenger vans. Through our automobile contract purchases, we provide indiread financing t
the customers of dealersho have limited credit histories or past credit problems, who we refer to -gsimécustomers. We
serve as an alternative source of financing for dealers, facilitating sales to customers who otherwise might not lixtzdtle to o
financing from traditbnal sources, such as commercial banks, credit unions and the captive finance companies affiliated with
major automobile manufacturers. In addition to purchasing installment purchase contracts directly from dealers, we have also
acquired installment purcha contracts in four merger and acquisition transactions. We also offer financing directhptarsaib
consumers to facilitate their purchase of a new or used automobile, light truck or passenger van. In this report, ai aéfer to
such contractsarldoans as "automobile contracts”" and all such purct

We were incorporated and began our operations in March 1991. We consist of Consumer Portfolio Services, Inc. and
subsidiaries fosel beédCP%él pr HwdapoCompanyo). From inceptio
a total of approximately $14.3 billion of automobile contracts from dealers. In addition, we acquired a total of appyoximatel
$822.3 million of automobile contracin mergers and acquisitions in 2002, 2003, 2004 and, most recently in September 2011. The
September 2011 acquisition consisted of approximately $217.8 million of automobile contracts that we purchased from Fireside
Bank of Pleasanton, California. In 2084d 2009, we were appointed as a Hpiedty servicer for certain portfolios of automobile
contracts originated and owned by raffiliated entities. Contract purchase volumes and managed portfolio levels for the five
years ended December 31, 2017 arevshim the table below. Managed portfolio comprises both contracts we owned and those we
were servicing for nosaffiliates.

Contract Purchases and Outstanding Managed Portfolio
$ in thousands

Contracts

Purchased in Managed Portfolio
Year Period at Period End
2013 764,08 1,231,422
2014 944,94 1,643,92i
2015 1,060,53 2,031,13
2016 1,088,78! 2,308,071
2017 859,06 2,333,53!

Our principal executive offices are in L¥ggas, Nevada. Most of our operational and administrative functions take place
in Irvine, California. Credit and underwriting functions are performed primarily in our California branch with certaiseof the
functions also performed in our Florida and New&danches. We service our automobile contracts from our California, Nevada,
Virginia, Florida and lllinois branches.

The majority of our contract acquisitions volume results from our purchases of retail installment sales contracts from
franchised or indpendent automobile dealers. We establish relationships with dealers through our employee marketing
representatives, who contact prospective dealers to explain our automobile contract purchase programs, and thereafter provide
dealer training and supportrsies. Our marketing representatives represent us exclusively. They may be located in our Irvine
branch, in our Las Vegas branch, or in the field, in which case they work from their homes and support dealers in #pircgeogr
area. Our marketing repregatives present dealers with a marketing package, which includes our promotional material containing
the terms offered by us for the purchase of automobile contracts, a copy of our standatdaler agreement, and required
documentation relating to arhobile contracts. As of December 31, 2017, we had 76 marketing representatives and in that month
we received applications from 5,715 dealers in 46 states. As of December 31, 2017, approximately 73% of our activerdealers we
franchised new car dealers tis&ll both new and used vehicles, and the remainder were independent used car dealers.

We also solicit credit applications directly from prospective automobile consumers through the internet under a program
we refer to as our direct lending platform.riEmialified applicants we offer terms similar to those that we offer through dealers,
though without a down payment requirement and with more restrictivetdexgadue and credit score requirements. Applicants
approved in this fashion are free to shopaod purchase a vehicle from a dealer of their choosing, after which we enter into a
note and security agreement directly with the consumer. Regardless of whether an automobile contract is originatedf from one o
our dealers or through our direct lendingtfadem, the discussion that follows regarding our acquisitions guidelines, procedures
and demographic statistics applies to all of our originated contracts. During the year ended December 31, 2017 automobile



contracts originated under the direct lendingfptan represented 1.8% of our total acquisitions and represented 0.9% of our
outstanding managed portfolio.

For the year ended December 31, 2017, approximately 75% of the automobile contracts originated under our programs
consisted of financing for usexdrs and 25% consisted of financing for new cars, as compared to 76% financing for used cars and
24% for new cars in the year ended December 31, 2016.

We originate automobile contracts with the intention of financing them on aéomgbasis through saritizations.
Securitizations are transactions in which we sell a specified pool of automobile contracts to a special purpose subsidiary of
The subsidiary in turn issues (or contributes to a trust that issuespasketl securities, which are poased by institutional
investors. Since 1994, we have completed 76 term securitizations of approximately $12.3 billion in automobile contracts. We
depend upon the availability of shaerm warehouse credit facilities as interim financing for our conpacthases prior to the
time we pool those contracts for a securitization. As of December 31, 2017 we have three stemshatehouse facilities,
each with a maximum borrowing amount of $100 million.

SubPrime Auto Finance Industry

Automobile finarcing is the second largest consumer finance market in the United States. The automobile finance
industry can be considered a continuum where participants choose to provide financing to consumers in various segments of the
spectrum of creditworthinessdegehn ng on each participantds business strateg
frequently referred to as syfsime since we provide financing to less credirthy borrowers at higher rates of interest than more

creditworthy borrowers arelely to obtain.

Traditional automobile finance companies, such as banks, their subsidiaries, credit unions and captive finance subsidiarie
of automobile manufacturers, generally lend to the most creditworthy;aallsa prime, borrowers, although setnaditional
lenders are significant participants in the-gultme segment in which we operate. Historically, independent companies
specializing in sulprime automobile financing and subsidiaries of larger financial services companies have competgabin the
prime segment which we believe remains highly fragmented, with no single company having a dominant position in the market.

Our automobile financing programs are designed to servprime customers, who generally have limited credit
histories or pst credit problems. Because we serve customers who are unable to meet certain credit standards, we incur greater
risks, and generally receive interest rates higher than those charged in the prime credit market. We also sustaine bfgher le
credit losgs because of the higher risk customers we serve.

Contract Acquisitions

When a retail automobile buyer elects to obtain financing from a dealer, the dealer takes a credit application to submit to
its financing sources. Typically, a dealer will subrhi buyer's application to more than one financing source for review. We
believe the dealerdéds decision to choose a financi nalesourc
available to the dealer's customer; (ii) any fees toHaeged to (or paid to) the dealer by the financing source; (iii) the timeliness,
consistency and predictability of response; (iv) funding turnaround time; (v) any conditions to purchase; and (vi) tak financ
stability of the financing source. Dealeincsend credit applications to us by entering the necessary data on our website or
through one of two thirgharty application aggregators. For the year ended December 31, 2017, we received approximately 74% of
all applications through DealerTrack (the isthy leading dealership application aggregator), 3% via our website and 23% via
another aggregator, Route One. Our automated application decisioning system produced our initial decision within seconds on
approximately 99% of those applications.

Upon rec@t of information from a dealer, we immediately order two credit reports to document the buyer's credit
history. If, upon review by our proprietary automated decisioning system, or in some cases, one of our credit analysts, we
determine that the automobitontract meets our underwriting criteria, we advise the dealer of our decision to approve the contract
and the terms under which we wil/| purchase it. I n some ca
the terms proposed blge dealer or request and review further information from the dealer.

Dealers with which we do business are under no obligation to submit any automobile contracts to us, nor are we obligate!
to purchase any automobile contracts from them. During theeyelad December 31, 2017, no dealer accounted for as much as
1% of the total number of automobile contracts we purchased.

Under our direct lending platform, the applicant submits a credit application directly to us via our website, or in some
casesthrough a thirebarty who accepts such applications and refers them to us for a fee. In either case, we order two credit
reports and process the application with the same automated application decisioning process as described above fos applicatio
from dealers. We then advise the applicant as to whether or not we would grant them credit and on what terms.



The following table sets forth the geographical sources of the automobile contracts we originated (based on the addresse
of the customers as statex aur records) during the years ended December 31, 2017 and 2016.

Contracts Purchased During the Year Ended

December 31, 2017 December 31, 2016
Number Percent (1) Number Percent (1)

Texas 3,907 7.4% 4,88¢ 7.3%
Ohio 3,871 7.4% 4,49; 6.8%
California 3,76: 7.1% 4,807 7.2%
Florida 3,13( 5.9% 3,75( 5.6%
North Carolina 3,041 5.8% 3,53¢ 5.3%
Pennsylvania 2,881 5.5% 3,42¢ 5.1%
Other States 32,04! 60.9% 41,62: 62.6%

Total 52,64! 100.0% 66,52' 100.0%

(1) Percentages may not total1600.0% due to rounding.

The following table sets forth the geographic concentrations of our outstanding managed portfolio as of December 31,
2017 and 2016.

December 31, 2017 December 31, 2016
Amount Percent (1) Amount Percent (1)
State Based on Obligor's Residence (% in millions)

California $ 191.¢ 82% $ 203.¢ 8.8%

Texas 183.¢ 7.9% 188.< 8.2%

Ohio 150.1 6.4% 138.¢ 6.0%

Florida 129. 5.5% 119.t 5.2%

Georgia 123.¢ 5.3% 127.¢ 5.5%

All others 1,555.( 66.6% 1,530.( 66.3Y

Total $ 2,333.! 100.0% $ 2,308.: 100.0Y

(1) Percentages may not total160.0% due to rounding.

We purchase automobile contracts from dealers at a price generally computed as the total amount financed under the
automobile contracts, adjusted for an acquisition fee, which may either increase or decrease the automobifricdrasscprice
we pay. The amount of the acquisition fee, and whether it results in an increase or decrease to the automobile coas$eact purch
price, is based on the perceived credit risk of and, in some cases, the interest rate on the automatilé lehdlbowing table
summarizes the average net acquisition fees we charged dealers and the weighted average annual percentage rate ed our purch
contracts for the periods shown:

2017 2016 2015 2014 2013
Average net acquisition fee charged (paid) to
dealers (1) $ (34 % 15 % 56 $ 16z $ 41¢
Average net acquisition fee as % of amount
financed (1) -0.2% 0.1% 0.3% 1.0% 2.7%
Weighted average annyagrcentage interest rate 19.1% 19.2% 19.3% 19.6% 20.1%

(1) Not applicable to direct lending platform

We believe that levels of acquisitifees are determined partially by competition in the marketplace, which has increased
over the periods presented, and also by our pricing strategy. Our pricing strategy is driven by our objectives for wew contra
purchase quantities and yield.

We offer eght different financing programs, and price each program according to the relative credit risk. Our programs
cover a wide band of the credit spectrum and are labeled as follows:

Bravo- this program accommodates an applicant with significant paspedarming credit including recent
derogatory creditAdvance rates are lowest of all of our programs to offset the greatefMasséffset the low ugront
advance to the dealer, we agrto pay the dealer a portion of future payments we receive from the obligor, depending on loan




performance. The Bravo program was introduced in November of 2015. During the 12 months ended December 31, 2017 it
represented only 0.9% of our total acquisis.

First Time Buyeii This program accommodates an applicant who has limited significant past credit history, such as
a previous auto loan. Since the applicant has limited credit history, the contract interest rate and dealer acquisitidricdfees
be higher, and the loan amount, l¢arvalue ratio, down payment and paymé&mincome ratio requirements tend to be more
restrictive compared to our other programs.

Mercury / Deltai This program accommodates an applicant who may have had signifasimomperforming
credit including recent derogatory credit. As a result, the contract interest rate and dealer acquisition fees tertteto be hig
and the loan amount, lodao-value ratio, down payment, and paymtatncome ratio requirements tend tornere
restrictive compared to our other programs.

Standard This program accommodates an applicant who may have significant pgs¢riorming credit, but who
has also exhibited some performing credit in their history. The contract interest rat@amcdguisition fees are
comparable to the First Time Buyer and Mercury/Delta programs, but the loan amount ateeMalaie ratio requirements
are somewhat less restrictive.

Alphai This program accommodates applicants who may have a dischargedpbaykout who have also
exhibited performing credit. In addition, the program allows for homeowners who may have had other significant non
performing credit in the past. The contract interest rate and dealer acquisition fees are lower than the Stgradaydigvwon
payment and paymeid-income ratio requirements are somewhat less restrictive.

Alpha Plusi This program accommodates applicants with pastpesforming credit, but with a stronger history of
recent performing credit, such as auto or mortgadated credit, and higher incomes than the Alpha program. Contract
interest rates and dealer acquisition fees are lower than the Alpha program.

Super Alphda This program accommodates applicants with pastpesforming credit, but with a somewhat
stronger history of recent performing credit, including auto or mortgage related credit, and higher incomes than the Alpha
Plus program. Contract interest rates and dealer acquisition fees are lower, and the maximum loan amount is somewhat
higher, than the Adha Plus program.

Preferred This program accommodates applicants with pastpesforming credit, but who demonstrate a
somewhat stronger history of recent performing credit than the Super Alpha program. Contract interest rates and dealer
acquisition €es are lower, and the maximum loan amount is somewhat higher than the Super Alpha program.

Our upper credit tier products, which are our Preferred, Super Alpha, Alpha Plus and Alpha programs, accounted for
approximately 73% of our new contract acquisit in 2017, 73% in 2016 and 77% in 2015, measured by aggregate amount
financed.

The following table identifies the credit program, sorted from highest to lowest credit quality, under which we originated
automobile contracts during the years ended Deee®b, 2017 and 2016.

Contracts Purchased During the Year Ended (1)

December 31, 2017 December 31, 2016
(dollars in thousands)
Amount Amount
Program Financed Percent (1) Financed Percent (1)
Preferred $ 30,23¢ 35 % 37,75¢ 3.5%
Super Alpha 62,15¢ 7.2% 99,95! 9.2%
Alpha Plus 149,91t 17.5% 153,82t 14.1%
Alpha 386,55- 45.0% 506,95: 46.6%
Standard 111,96: 13.0% 148,93: 13.7%
Mercury / Delta 71,45 8.3% 103,67 9.5%
First Time Buyer 38,77¢ 4.5% 31,99: 2.9%
Bravo 8,00« 0.9% 5,70¢ 0.5%
$ 859,06 100.0¥4 $ 1,088,78 100.0¥

(1) Percentages may not total to 100.0% due to rounding.

We attempt to control misrepresentation regarding the customer's credit worthiness by carefully screening the automobile
contracts we originate, by establishing and maintaining professional business relationships with dealers, and by in&urding ce



representations and warranties by the dealer in the dealer agreement. Pursuant to the dealer agreement, we may require the dea
to repurchase any automobile contract in the event that the dealer breaches its representations or warranties. Tloere can be n
assirance, however, that any dealer will have the willingness or the financial resources to satisfy its repurchase obligations t

Underwriting

For automobile contracts that we purchase from dealers, we require that the contract be origindéadeloyteat has
entered into a dealer agreement with us. Under our direct lending platform, we require the customer to sign a notéyand securi
agreement. In each case, the contract is secured by a first priority lien on a new or used automobilek laggipassenger van
and must meet our underwriting criteria. In addition, each automobile contract requires the customer to maintain phygecal dam
insurance covering the financed vehicle and naming us as a loss payee. We may, nonetheless, suffendahefsou physical
damage of any financed vehicle if the customer fails to maintain insurance as required by the automobile contract entbis unab
pay for repairs to or replacement of the vehicle.

We believe that our underwriting criteria enabldaisvaluate effectively the creditworthiness of guimme customers
and the adequacy of the financed vehicle as security for an automobile contract. The underwriting criteria includefetandards
price, term, amount of down payment, installment paymedtisterest rate; mileage, age and type of vehicle; principal amount of
the automobile contract in relation to the value of the vehicle; customer income level, employment and residencers@ibility, c
history and debt service ability, as well as othetdes. Specifically, our underwriting guidelines generally limit the maximum
principal amount of a purchased automobile contract to 115% of wholesale book value in the case of used vehicles of to 115% o
the manufacturer's invoice in the case of new vehjgblus, in each case, sales tax, licensing and, when the customer purchases
such additional it ems, a service contract or a prassloiitbet t o
related vehicle. We generally do not fimarnvehicles that are more than 11 model years old or have in excess of 150,000 miles.
The maximum term of a purchased contract is 72 months, although we consider the loan to value and mileage as sigmi$icant fact
in determining the maximum term of a catt. Automobile contract purchase criteria are subject to change from time to time as
circumstances may warrant. Prior to purchasing an automobile contract, our underwriters verify the customer's employment,
income, residency, insurance coverage, anditdrédrmation by contacting various parties noted on the customer's application,
credit information bureaus and other sources. In addition, we contact each customer by telephone to confirm that the customer
understands and agrees to the terms of thestefattomobile contract. During this "welcome call,” we also ask the customer a
series of open ended questions about his application and the contract, which may uncover potential misrepresentations.

Credit Scoring We use proprietary scoring models tsiga each automobile contract two internal "credit scores" at the
time the application is received and the customer's credit information is retrieved from the credit reporting agencies. These
proprietary scores are used to help determine whether or neamteo approve the application and, if so, the program and pricing
we will offer either to the dealer, or in the case of our direct lending platform, directly to the customer. Our intéitredanes
are based on a variety of parameters including tistomer's credit history, length of employment, residence stability and total
income. Once a vehicle is selected by the customer and a proposed deal structure is provided to us, our scores vidlethen cons
various deal structure parameters such as daympnt amount, loan to value and the make and mileage of the vehicle. We have
developed our credit scores utilizing statistical risk management techniques and historical performance data from our managed
portfolio. We believe this improves our allocatidinceedit evaluation resources, enhances our competitiveness in the marketplace
and manages the risk inherent in the-puime market.

Characteristics of ContractsAll of the automobile contracts we purchase are fully amortizing and provide for level
payments over the term of the automobile contract. All automobile contracts may be prepaid at any time without peraddtg. The t
below compares certain characteristics, at the time of origination, of our contract purchases for the years ended De2@eihtber 31
and 2016:

Contracts Purchased During the Year
Ended

December 31, 201 December 31, 201

Average Original Amount Financed $ 16,31¢ $ 16,36¢
Average Original Term 68 month 67 month
Average DowrPayment Percent 10.6% 11.3%
Average Vehicle Purchase Price $ 16,04 $ 16,27
Average Age of Vehicle 4 year: 4 year:
Average Age of Customer 43 year 42 year
Average Time in Current Job 6 year: 6 year:
Average Household Annual Income $ 51,00C $ 51,00(

Dealer Compliance The dealer agreement and related assignment contain representations and warranties by the dealer
that an application for state registration of each financed vehicle, naming us as secured party with respect to thasehicle,



effected by the time of salbf the related automobile contract to us, and that all necessary steps have been taken to obtain a
perfected first priority security interest in each financed vehicle in favor of us under the laws of the state in wimahabe f

vehicle is registered.o the extent that we do not receive such state registration within three months of purchasing the automobile
contract, our dealer compliance group will work with the dealer in an attempt to rectify the situation. If these efforts are
unsuccessful, we gerally will require the dealer to repurchase the automobile contract.

Servicing and Collection

We currently service all automobile contracts that we own as well as those automobile contracts that are included in
portfolios that we have sold Becuritizations or service for third parties. We organize our servicing activities based on the tasks
performed by our personnel. Our servicing activities consist of mailing monthly billing statements; collecting, accauatidg fo
posting of all paymenteceived; responding to customer inquiries; taking all necessary action to maintain the security interest
granted in the financed vehicle or other collateral; investigating delinquencies; communicating with the customer tmelgtain t
payments; reposs&ag and liquidating the collateral when necessary; collecting deficiency balances; and generally monitoring
each automobile contract and the related collateral. We are typically entitled to receive a base monthly servicingdez5gual
per annum comyted as a percentage of the declining outstanding principal balance of theargadoff automobile contracts in
the securitization poold he servicing fee is included in interest income for contracts that are pledged to a warehouse credit facility
or asecuritization transaction.

Collection ProceduresWe believe that our ability to monitor performance and collect payments owed frepnisugh
customers is primarily a function of our collection approach and support systems. We believe that if peglolems are
identified early and our collection staff works closely with customers to address these problems, it is possible tcaocgrrect m
problems before they deteriorate further. To this end, we utilizagtiee collection procedures, which inclugkeking early and
frequent contact with delinquent customers; educating customers as to the importance of maintaining good credit; arglamployin
consultative and customer service approach to assist the customer in meeting his or her obligations)wdestaiteanpting to
identify the underlying causes of delinquency and cure them whenever possible. In support of our collection activitiesawe ma
a computerized collection system specifically designed to service automobile contracts witimgubistomers.

We attempt to make telephonic contact with delinquent customers from one to 20 days after their monthly payment due
date, depending on our assessment of the customer dsasli kel
authorized us to do so, we may also send automated text message reminders at various stages of delinquency and our collectors
may also choose to contact a customer via text message instead of, or in addition to, via telephone. Our contactgyribeties m
based on the customers' physical location, stage of delinquency, size of balance or other parameters. Our colleadbthénquire
customer the reason for the delinquency and when we can expect to receive the payment. The collector will attenept to get th
customer to make an electronic payment over the phone or a promise for the payment for a time generally not to excéed one wee
from the date of the call. If the customer makes such a promise, the account is routed to a promise queue and is shahtibntacte
the outcome of the promise is known. If the payment is made by the promise date and the account is no longer delinquent, the
account is routed out of the collection system. If the payment is not made, or if the payment is made, but the accaunt remain
delinqguent, the account is returned to a collectorés queu

If a customer fails to make or keep promises for payments, or if the customer is uncooperative or attempts to evade
contact or hide the vehicle, a supervisor will revibe collection activity relating to the account to determine if repossession of
the vehicle is warranted. Generally, such a decision will occur between the 60th and 90th day past the customer's payment due
date, but could occur sooner or later, dependimthe specific circumstances. At the time the vehicle is repossessed we will stop
accruing interest on this automobile contract, and reclassify the remaining automobile contract balance to other ddisiets. In a
we will apply a specific reserve to shautomobile contract so that the net balance represents the estimated fair value less costs to
sell.

If we elect to repossess the vehicle, we assign the task to an independent local repossession service. Such services are
licensed and/or bonded as regdi by law. When the vehicle is recovered, the repossession service delivers it to a wholesale
automobile auction, where it is kept until sold. Financed vehicles that have been repossessed are generally resold through
unaffiliated automobile auctions, whi@are attended principally by car dealers. Net liquidation proceeds are applied to the
customer's outstanding obligation under the automobile contract. Such proceeds usually are insufficient to pay the customer's
obligation in full, resulting in a defici@y. In most cases we will continue to contact our customers to recover all or a portion of
this deficiency for up to several years after chasfieFrom time to time, we sell certain charged off accounts to unaffiliated
purchasers who specialize in cotieg such accounts.

Once an automobile contract becomes greater than 90 days delinquent, we do not recognize additional interest income
until the borrower makes sufficient payments to be less than 90 days delinquent. Any payments received by aHadraosver t
greater than 90 days delinquent are first applied to accrued interest and then to principal reduction.



We generally charge off the balance of any contract by the earlier of the end of the month in which the automobile
contract becomes five schddd installments past due or, in the case of repossessions, the month that after we receive the proceed
from the liquidation of the financed vehicle or if the vehicle has been in repossession inventory for more than threln ienths.
case of repossessi, the amount of the chargéf is the difference between the outstanding principal balance of the defaulted
automobile contract and the net repossession sale proceeds.

Credit Experience

Our primary method of monitoring ongoing credit quality of partfolio is to closely review monthly delinquency,
default and net charge off activity and the related trends. Our internal credit performance data consistently show that new
receivables have lower levels of delinquency and losses early in their lileslaWhquencies increasing throughout their lives
and losses gradually increasing to a peak between 36 and 42 months, after which they gradually decrease. The weighted averag
seasoning of our total owned portfolio, represented in the tables below, wam#is, 18 months and 16 months as of December
31, 2017, December 31, 2016, and December 31, 2015, respectively. Our financial results are dependent on the perfoemance of 1
automobile contracts in which we retain an ownership interest. Broad econeotois fauch as recession and significant changes
in unemployment levels influence the credit performance of our portfolio, as does the weighted average age of the i@ceivables
any given time. In addition, in June 2014 we became subject to a consenttdatrequired that we implement procedural
changes in our servicing practices, which changes may have contributed to somewhat higher delinquencies, extensions and net
losses compared to prior periods. The tables below document the delinquency, repoardssat credit loss experience of all
such automobile contracts that we were servicing as of the respective dates shown. The tables do not include the &xperience o
third party servicing portfolios, because we do not bear the credit risk on such psrtfoli

Delinquency, Repossession and Extension Experience

Delinquency and Extension Experience (1)
Total Owned Portfolio

December 31, 2017 December 31, 2016 December 31, 2015
Number of Number of Number of
Contracts Amount Contracts Amount Contracts Amount
Delinquency Experience (Dollars in thousands)
Gross servicing portfolio (1) 173,99¢ $2,333,52 169,72( $2,308,05! 149,13¢ $2,031,09
Period of delinquency (2)
31-60 days 10,16 138,39! 8,67 116,07: 5,37t 70,04:
61-90 days 4,741 63,08: 3,99¢ 52,40: 3,14(C 41,14:
91+ days 2,29t 27,51¢ 3,407 44,38 3,36¢ 43,48
Total delinquencies (2) 17,19¢ 228,99: 16,07¢ 212,86( 11,87¢ 154,66
Amount in repossession (3) 2,63( 33,67¢ 3,162 40,12¢ 3,13¢ 38,93¢
Total delinquencies and amount in
repossession (2) 19,82¢ $ 262,67( 19,24( $ 252,98! 15,017 $ 193,60t
Delinquencies as a percentage of gross
servicing portfolio 9.9% 9.8% 9.5% 9.2% 8.0% 7.6%
Total delinquencies and amount in
repossession as a percentage of gros:
servicing portfolio 11.4% 11.3% 11.3% 11.0% 10.1% 9.5%
Extension Experience
Contracts with one extension, accruing (- 31,70¢ $ 430,80: 34,35 $ 479,23 26,68: $ 361,33
Contracts with two or more extensions,
accruing (4) 55,20: 756,56 30,45( 407,63: 16,63¢ 219,17!
86,91. 1,187,36; 64,80« 886,86¢ 43,32( 580,51:
Contracts with one extension, rancrual
(4) 1,03: 12,24 1,67¢ 22,33t 1,78¢ 22,72t
Contractswith two or more extensions, n¢
accrual (4) 2,701 35,62¢ 1,99¢ 25,617 1,444 18,52'
3,73 47,867 3,67¢ 47,95 3,22¢ 41,25:
Total accounts with extensions 90,64+ $1,235,22 68,47¢ $ 934,82 46,54¢ $ 621,76!

(1) All amounts and percentages are based on the amount remaining to be repaid on each automobile contract. The infor
the table represents the gross principal amount of all automobile contracts we purchased, including automobile contre



subsequetty sold in securitization transactions that we continue to service. The table does not include certain contract:
serviced for thirdparties on which we earn servicing fees only, and have no credit risk.

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

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

(4) We do not recognize interest income on accounts past due more than 90 days.

Net Credit Loss Experience (1)
Total Owned Portfolio

Year Ended December 31,
2017 2016 2015
(Dollars in thousands)

Average servicing portfolio outstanding $ 2,334,000 $ 2,226,055 $ 1,847,76
Net chargeoffs as a percentage of average
servicing portfolio (2) 7.7% 7.0% 6.4%

(1) All amounts and percentages are based on the principal amount scheduled to be paid on each automobile contract
The information in the table represents all automobile contracts we service, excluding certain contracts seevizac for
third-parties on which we earn servicing fees only, and have no credit risk.

(2) Net chargeoffs include the remaining principal balance, after the application of the net proceeds from the liquidation
vehicle (excluding accrued anshpaid interest) and amounts collected subsequent to the date of -@ffngeluding some
recoveries which have been classified as other income in the accompanying financial statements.

Extensions

In certain circumstances we will grant obligorsemonth payment extensions to assist them with temporary cash flow
problems. In general, an obligor would not be entitled to more than two such extensions imammtiiperiod and no more than
six over the life of the contract. The only modificatiotoé r ms i s t o advance the obligorés
the maturity date of the receivable by one month. In some cases;nadmib extension may be granted. There are no other
concessions such as a reduction in interest rate, forgivehpsacipal or of accrued interest. Accordingly, we consider such
extensions to be insignificant delays in payments rather than troubled debt restructurings.

The basic question in deciding to grant an extension is whether or not we will (a) be datayingitable repossession
and liquidation or (b) risk losing the vehicle as a result of not being able to locate the obligor and vehicle. In beth of th
situations, the loss would likely be higher than if the vehicle had been repossessed withdengierexl he benefits of granting
an extension include minimizing current | osses andurkertl i nq
(or close to it) and building goodwill with the obligor so that he might prioritize usather creditors on future payments. Our
servicing staff are trained to identify when a past due obligor is facing a temporary problem that may be resolved with an
extension. In most cases, the extension will be granted in conjunction with our recgiaistgdaie payment (and where allowed
by law, a nominal fee) from the obligor, thereby indicating an additional monetary and psychological commitment to tite contra
on the obligorés part. Fees col |l ect egdorisnd coountjsutnacntd ionng waictchr

The credit assessment for granting an extension is initially made by our collector, who bases the recommendation on the
collectorés discussions with the obl i go therthihgs, the following tactsse s s m
(1) the reason the obligor has fallen behind in payments; (2) whether or not the reason for the delinquency is temjifoitasy, and
have conditions changed such that the obligor can begin making regular monthiy{sagigan after the extension; (3) the
obligor's past payment history, including past extensions
cooperate on resolving the delinquency. If the collector believes the obligor is a gdathtafor an extension, he must obtain
approval from his supervisor, who will review the same factors stated above prior to offering the extension to the fibtigor. A
receiving an extension, an account remains subject to our normal policies and m®¢edinterest accrual, reporting
delinquency and recognizing chargs.

We believe that a prudent extension program is an integral component to mitigating losses in our portfolwiofesub
automobile receivables. The table below summarizes élesstas of December 31, 2017, for accounts that received extensions
from 2008 through 2016:

Period of # of Active or % Active or Charged Of % Charged Charged Of % Avg




Extensiol Extensions  Paid Off at Paid Offat > 6 Montls Ooff > 6 <=6 Months Charged Months
Granted December December After Months Aftel After Off <=6 to Chargt

31, 2017 31, 2017 Extension Extension Extension Months  Off Post

After  Extensiol

Extensiol
2008 35,58¢ 10,71( 30.1% 20,05¢ 56.4% 4,81¢ 13.5% 19
2009 32,22¢ 10,27¢ 31.9% 16,16" 50.2% 5,78:¢ 17.9% 17
2010 26,167 12,167 46.5% 12,00: 45.9% 1,99¢ 7.6% 19
2011 18,78¢ 10,98: 58.5% 6,87 36.6% 93z 5.0% 19
2012 18,78 11,41 60.8% 6,57¢ 35.0% 79¢€ 4.2% 17
2013 23,39¢ 12,14( 51.9% 10,28: 43.9% 97¢€ 4.2% 19
2014 25,77: 13,19( 51.2% 11,75° 45.6% 82¢ 3.2% 18
2015 53,31¢ 33,42: 62.7% 18,81 35.3% 1,08: 2.0% 14
2016 80,89’ 64,33¢ 79.5% 14,63( 18.1% 1,93: 2.4% 10

We view these results as a confirmation of the effectiveness of our extension program. We consider accounts that have
had extensions and were active or paid off at December 31, 2017 to be successful. Sestessinhs result in continued
payments of interest and principal (including payment in full in many cases). Without the extension, however, the account may
have defaulted and we would have likely incurred a substantial loss and no additional inteneist reve

For extension accounts that ultimately charged off, we consider accounts that charged off more than six months after the
extension to be at least partially successful. In such cases, in spite of the ultimate loss, we received additionabpayments
principal and interest that otherwise we would not have received.

Additional information about our extensions is provided in the tables below:

For the Year Ended
December 31 December 31 December 31

2017 2016 2015
Average number of extensions granted per month 11,157 6,741 4,44:
Average number of outstanding accounts 173,13 163,05( 137,30¢
Average monthly extensions as % of average outstan 6.4% 4.1% 3.2%
December 31, 2017 December 31, 2016 December 31, 2015
Number of Number of Number of
Contracts Amount Contracts Amount Contracts Amount
(Dollars in thousands)
Contracts with one extension 32,74 $ 443,04. 36,03 $ 501,57: 28,46t $ 384,06«
Contracts with two extensions 24,37" 335,64 17,80( 242,21¢ 11,76: 156,84(
Contracts with three extensions 16,37¢ 227,98 8,79 116,92¢ 4,567 59,25¢
Contracts with four extensions 9,50¢ 129,79! 4,03 52,36¢ 1,401 17,73¢
Contracts with five extensions 5,09¢ 67,70: 1,42¢ 17,19( 301 3,351
Contracts with six extensions 2,54¢ 31,067 397 4,54¢ 50 521
90,64: $ 1,235,222 68,47¢ $ 934,82 46,54¢ $ 621,76!
Gross servicingortfolio 173,99¢ $ 2,333,52. 169,72( $ 2,308,05 149,13¢ $ 2,031,09

Non-Accrual Receivables

It is not uncommon for our obligors to fall behind in their payments. However, with the diligent efforts of our servicing
staff and systems for managing our collection efforts, we regularly work with our customers to resolve delinquencidbisOur sta
trained to employ a counseling approach to assist our customers with their cash flow management skills and help themeto prioriti
their payment obligations in order to avoid losing their vehicle to repossession. Through our experience, we have tesmced tha
a contract becomes greater than 90 days past due, it is more likely than not that the delinquency will not be resolived and wi
ultimately result in a chargeff. As a result, we do not recognize any interest income for contracts that are grea®erdaga
past due.

If an obligor exceeds the 90 days past due threshold at the end of one period, and then makes the necessary payments ¢
that it becomes equal to or below 90 days delinquent at the end of a subsequent period, the related convacesimuét to
full accrual status for our financial reporting purposes. At the time a contract is restored to full accrual in thistheeream be



no assurance that full repayment of interest and principal will ultimately be made. However, we mogitac h o bl i gor & s
performance and are aware of the severity of his delinquency at any time. The fact that the delinquency has been reduced belo
the 9Qday threshold is a positive indicator. Should the contract again exceeddag €@linquency hel at the end of any

reporting period, it would again be reflected as a-acecrual account.

Our policy for placing a contract on naccrual status is independent of our policy to grant an extension. In practice, it
would be an uncommon circumstanceengan extension was granted and the account remained iragcroal status, since the
goal of the extension is to bring the contract current (or nearly current).

Securitization of Automobile Contracts

Throughout the period for which informationgsesented in this report, we have purchased automobile contracts with the
intention of financing them on a lofigrm basis through securitizations, and on an interim basis through warehouse credit
facilities. All such financings have involved identificatiof specific automobile contracts, sale of those automobile contracts (and
associated rights) to one of our spegatpose subsidiaries, and issuance of dsaeted securities to be purchased by
institutional investors. Depending on the structure, thesesactions may be accounted for under generally accepted accounting
principles as sales of the automobile contracts or as secured financings.

When structured to be treated as a secured financing for accounting purposes, the subsidiary is congblidsited
Accordingly, the sold automobile contracts and the related debt appear as assets and liabilities, respectively, ondated¢onsol
balance sheet. We then periodically (i) recognize interest and fee income on the contracts, (ii) recognizxpeaseson the
securities issued in the transaction and (iii) record as expense a provision for credit losses on the contracts.

Since 1994 we have conducted 76 term securitizations of automobile contracts that we originated under our regular
programs. A of December 31, 2017, 18 of those securitizations are active and all are structured as secured financings. We have
generally conducted our securitizations on a quarterly basis, near the end of each calendar quarter, resulting inifatiosscuri
percalendar year. In recent years, we have found that the securitizations we conducted in December of those years, had a tende
toward less investor demand in the related bonds than the securitizations we conducted in other times of the yeat, iAs a resul
2015, we elected to defer what would have been our December securitization in favor of a securitization in January 2016, and
since then have conducted our securitizations near the beginning of each calendar quarter.

Our history of term securitizationsyer the most recent ten years, is summarized in the table below:

Recent AsseBacked Securitizations

Number of Terr Amount of
Period Securitizations Receivables
$ in thousands

2007 4 1,118,09
2008 2 509,02:
2009 0 T
2010 1 103,77
2011 3 335,59:
2012 4 603,50(
2013 4 778,00(
2014 4 923,00(
2015 3 795,00(
2016 4 1,214,99
2017 4 870,00(

From time to time we have also completed financings of our residual interests in other securitizations that we and our
affiliates previously sponsored. As of December 31, 2015 we had one such residual interest financing outstanding which was
repaid in fullin November 2016.

Generally, prior to a securitization transaction we fund our automobile contract acquisitions primarily with proceeds from
warehouse credit facilities. Our current skiertm funding capacity is $300 million, comprising three creditifees. The first
$100 million credit facility was established in May 2012. This facility was renewed in August 2016, extending the revolving
period to August 2018, and adding an amortization period through August 2019. In April 2017, we enteretidftmali$n
facility with a revolving period extending to April 2019 followed by an amortization period to April 2021. In Novembem2017,
entered into a third $100 million facility, which has a revolving period extending to November 2019, followedrbgréimation
period to November 2021.



In a securitization and in our warehouse credit facilities, we are required to make certain representations and warranties,
which are generally similar to the representations and warranties made by dealers inaowitbcbur purchase of the
automobile contracts. If we breach any of our representations or warranties, we may be required to repurchase the automobile
contract at a price equal to the principal balance plus accrued and unpaid interest. We may tittsdhendar the terms of our
dealer agreement to require the selling dealer to repurchase the contract at a price equal to our purchase pricéndgss any pr
payments made by the customer. Subject to any recourse against dealers, we will beavftlussisi repossession and resale of
vehicles under automobile contracts that we repurchase.

Whether a securitization is treated as a secured financing or as a sale for financial accounting purposes, the rdlated spec
purpose subsidiary may be unateaelease excess cash to us if the credit performance of the securitized automobile contracts
falls short of predetermined standards. Such releases represent a material portion of the cash that we use to fund our operations.
An unexpected deterioration the performance of securitized automobile contracts could therefore have a material adverse effect
on both our liquidity and results of operations, regardless of whether such automobile contracts are treated as halthgrbeen s
as having been finande

Certain of our securitization transactions and our warehouse credit facilities contain various financial covenants requiring
certain minimum financial ratios and results. Such covenants include maintaining minimum levels of liquidity and netdworth an
not exceeding maximum leverage levels. In addition, certain securitization arsecumitization related debt contain craefault
provisions that would allow certain creditors to declare a default if a default occurred under a different facilitpedsrober
31, 2017 we were in compliance with all such covenants.

Competition

The automobile financing business is highly competitive. We compete with a number of national, regional and local
finance companies with operations similar to ouraddition, competitors or potential competitors include other types of financial
services companies, such as banks, leasing companies, credit unions providing retail loan financing and lease financing for n
and used vehicles, and captive finance compaiféisted with major automobile manufacturers. Many of our competitors and
potential competitors possess substantially greater financial, marketing, technical, personnel and other resources than we do
Moreover, our future profitability will be directiselated to the availability and cost of our capital in relation to the availability and
cost of capital to our competitors. Our competitors and potential competitors include far larger, more established ¢batpanies
have access to capital markets foramsed commercial paper and investment gratkd debt instruments and to other funding
sources that may be unavailable to us. Many of these companies also hastataligg relationships with dealers and may
provide other financing to dealers, includiitgor plan financing for the dealers' purchase of automobiles from manufacturers,
which we do not offer.

We believe that the principal competitive factors affecting a dealer's decision to offer automobile contracts for sale to a
particular financingsauc e ar e t he mont hly payment amount made avail abl
for the automobile contracts, the timeliness of the response to the dealer upon submission of the initial applicatmmttoé am
required documentatn, the consistency and timeliness of purchases and the financial stability of the funding source. While we
believe that we can obtain from dealers sufficient automobile contracts for purchase at attractive prices by consilstiegtly app
reasonable undeniting criteria and making timely purchases of qualifying automobile contracts, there can be no assurance that
we will do so.

Regulation

Numerous federal and state consumer protection laws, including the federalriFbetiding Act, the federal
EqualCredit Opportunity Act, the federal Fair Debt Collection Practices Act and the Federal Trade Commission Act, regulate
consumer credit transactions. These laws mandate certain disclosures with respect to finance charges on automoldlleccontracts
impose ceain other restrictions. In most states, a license is required to engage in the business of purchasing automobile contract:
from dealers. In addition, laws in a number of states impose limitations on the amount of finance charges that may bg charged
dealers on credit sales. The-salled Lemon Laws enacted by various states provide certain rights to purchasers with respect to
automobiles that fail to satisfy express warranties. The application of Lemon Laws or violation of such other fedetallawd sta
may give rise to a claim or defense of a customer against a dealer and its assignees, including us and those who purchase
automobile contracts from us. The dealer agreement contains representations by the dealer that, as of the date ob&ssignment
auomobile contracts, no such claims or defenses have been asserted or threatened with respect to the automobile ¢batracts and
all requirements of such federal and state laws have been complied with in all material respects. Although a dealer would be
obligated to repurchase automobile contracts that involve a breach of such warranty, there can be no assurance thailthe dealer
have the financial resources to satisfy its repurchase obligations. Certain of these laws also regulate our serviesg activit
including our methods of collection.

The DoddFr ank Wal | Street Reform andFrComk uAmetro )Prvwd s can amt e
and many of its provisions became effective in July 2011. The {boaltk Act restructured the regtitan and supervision of the



financial services industry and created the Consumer Fina
supervisory and enfobaekend aunchaodi hg oeer Tihenong6tkeBthings spe
to take actions to prevent companies from engagi ng simer fiun
financial products and services, and to issue rules requiring enhanced disclosures for consumepfimdincialor servicesThe

CFPB also has authority to interpret, enforce and issue regulations implementing enumerated consumer laws, including certain

laws that apply to usFurther, the CFPB has general supervisory and examination authority ovdgnons i t or y fAl ar ge
participantso in the market for automotive finance compan

The DoddFrank Act and related regulations are likely to affect our cost of doing business, may limit or expand our
permissble activities, may affect the competitive balance within our industry and market areas and could have a material adverse
effect on us. For example, in March 2013, the CFPB stated its view that policies of indirect auto lenders that alloveeto dea
mark up lendeestablished buy rates and that compensate dealers for those markups could present a risk of impermissible pricing
disparities on the basis of race and national origin, and potentially other prohibited/aseEsitinue to assess the Deféicink
Act 6s probable effect on our business, financial <chenditi o
entities charged with promulgating regulations. However, the ultimate effect of theFDankl Act on the financial services
industry in general, and on us in particular, is uncertain at this time.

In addition to the CFPB, other state and federal agencies have the ability to regulate aspects of our business. For examp
the DoddFrank Act provides a mechanism for state Ateys General to investigate us. In addition, the Federal Trade
Commission has jurisdiction to investigate aspects of our business. We expect that regulatory investigation by both state and
federal agencies will continue, and there can be no assurantieethasults of such investigations will not have a material adverse
effect on us.

We believe that we are currently in material compliance with applicable statutes and regulations; however, there can be
no assurance that we are correct, nor that we wililde to maintain such compliance. The past or future failure to comply with
applicable statutes and regulations could have a material adverse effect on us. Furthermore, the adoption of addégaabstatu
regulations, changes in the interpretatiod anforcement of current statutes and regulations or the expansion of our business into
jurisdictions that have adopted more stringent regulatory requirements than those in which we currently conduct budiness coul
have a material adverse effect on usaddition, due to the consumeriented nature of our industry and the application of certain
laws and regulations, industry participants are regularly named as defendants in litigation involving alleged violatiemalof f
and state laws and regulaticensd consumer law torts, including fraud. Many of these actions involve alleged violations of
consumer protection laws. A significant judgment against us or within the industry in connection with any such litiglation cou
have a material adverse effect amr inancial condition, results of operations or liquidity.

Employees

As of December 31, 2017, we had 999 employees. The breakdown of the employees is as follows: 10 were senior
management personnel; 572 were servicing personnel; 212 were automotrdetaarigination personnel; 120 were marketing
personnel and program development (76 of whom were marketing representatives); 85 were various administration personnel
including human resources, legal, accounting and systems. We believe that our neittiions employees are good. We are not
a party to any collective bargaining agreement.

tem 1A. RISK FACTORS

Our business, operating results and financial condition could be adversely affected by any of the following specific risks.
The tradingprice of our common stock could decline due to any of these risks and other industry risks. This listing of risks by its
nature cannot be exhaustive, and the order in which the risks appear is not intended as an indication of their relative weigh
importance. In addition to the risks described below, we may encounter risks that we do not currently recognize or that we
currently deem immaterial, which may also impair our business operations and the value of our common stock.

Risks Related to Our Businss
We Require a Substantial Amount of Cash to Service Our Substantial Debt.

To service our existing substantial indebtedness, we require a significant amount of cash. Our ability to generate cash
depends on many factors, including our successful finhand operating performance. Our financial and operational performance
depends upon a number of factors, many of which are beyond our control. These factors include, without limitation:

the economic and competitive conditions in the alsaeked searities market;

the performance of our current and future automobile contracts;

the performance of our residual interests from our securitizations and warehouse credit facilities;
any operating difficulties or pricing pressures we raggerience;
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our ability to obtain credit enhancement for our securitizations;
our ability to establish and maintain dealer relationships;

the passage of laws or regulations that affect us adversely;
our ability to compete with owsompetitors; and

our ability to acquire and finance automobile contracts.
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Depending upon the outcome of one or more of these factors, we may not be able to generate sufficient cash flow from
operations or obtain sufficient funding to satisfy albaf obligations. Such factors may result in our being unable to pay our debts
timely or as agreed. If we were unable to pay our debts, we would be required to pursue one or more alternative strhtagies, s
selling assets, refinancing or restructuring indebtedness or selling additional equity capital. These alternative strategies might
not be feasible at the time, might prove inadequate, or could require the prior consent of our lenders. If executeatetfiese st
could reduce the earnings avaikto our shareholders.

We Need Substantial Liquidity to Operate Our Business.

We have historically funded our operations principally through internally generated cash flows, sales of debt and equity
securities, including through securitizations avatehouse credit facilities, borrowings under senior secured debt agreements and
sales of subordinated notes. However, we may not be able to obtain sufficient funding for our future operations fromcesch sou
During 2008, 2009 and much of 2010, our asc® the capital markets was impaired with respect to bothtshoriand long
term funding. While our access to such funding has improved since then, our results of operations, financial condisbn and ca
flows have been and may continue to be matgraid adversely affected. We require a substantial amount of cash liquidity to
operate our business. Among other things, we use such cash liquidity to:

acquire automobile contracts;

fund overcollateralization in warehouse credit facilities ariggzations;
pay securitization fees and expenses;

fund spread accounts in connection with securitizations;

satisfy working capital requirements and pay operating expenses;
pay taxes; and

pay interest expense.
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Historically wehave matched our liquidity needs to our available sources of funding by reducing our acquisition of new
automobile contracts, at times to merely nominal levels. There can be no assurance that we will continue to be subdésdful wit
strategy.

Periodsof Significant Losses.

From time to time throughout our history we have incurred net losses, most recently over the period beginning with the
quarter ended September 30, 2008 and ending with the quarter ended September 30, 2011. We were adversely affected by the
economic recessh affecting the United States as a whole, for a time by increased financing costs and decreased availability of
capital to fund our purchases of automobile contracts, and by a decrease in the overall level of sales of automolbites and lig
trucks. Similamperiods of losses began in the quarter ended March 31, 1999 through the quarter ended December 31, 2000 and al
from the quarter ended September 30, 2003 through the quarter ended March 31, 2005.

We expect to earn quarterly profits during 2018; howetherre can be no assurance as to that expectation. Our
expectation of profitability is a forwarboking statement. We discuss the assumptions underlying that expectation under the
capti on -LibFockriwagr dSt at ement s 0 i n tfaciors that @mydocause actideeslltsitedifferj f y i
generally in the ARisk Factorso sect iLoomo kafn gt hSitsa treempeonrtts,. doa
our expectation is that we have had positive net income throughout theassxgnded December 31, 2017.

Our Results of Operations Will Depend on Our Ability to Secure and Maintain Adequate Credit and Warehouse Financing
on Favorable Terms.

Our business strategy requires that warehouse credit facilities be available ito gnaethase significant volumes of
receivables.

Historically, our primary sources of d&g-day liquidity have been our warehouse credit facilities, in which we sell and
contribute automobile contracts, as often as twice a week, to spagmlse subdiaries, where they are "warehoused" until they
are financed on a loAgrm basis through the issuance and sale of-ass#ed notes. Upon sale of the notes, funds advanced
under one or more warehouse credit facilities are repaid from the proceedsrr@nt slorterm funding capacity is $300
million, comprising three credit facilities, each with a maximum credit limit of $100 million. Each of the three wareladgiitse cr



facilities includes a revolving period during which we may receive advances sbéguedtributed automobile contracts,

followed by an amortization period during which no further advances may be made, but prior to which outstanding advances are
due and payable. See AManagement éds Di s c udaf®perationsdiquilityamdal y si
Capital ResourcesL i qui di tyo.

If we are unable to maintain warehouse financing on acceptable terms, we might curtail or cease our purchases of new
automobile contracts, which could lead to a material adverse effect oasolts of operations, financial condition and cash flows.

Our Results of Operations Will Depend on Our Ability to Securitize Our Portfolio of Automobile Contracts.

We depend upon our ability to obtain permanent financing for pools of automobilect®blyaonducting term
securitization transactions. By "permanent financing" we mean financing that extends to cover the full term during which the
underlying automobile contracts are outstanding and requires repayment as the underlying automobitearentepetid or
charged off. By contrast, our warehouse credit facilities permit us to borrow against the value of such receivabldarotdg for
periods of time. Our past practice and future plan has been and is to repay loans made to us undéoase weadit facilities
with the proceeds of securitizations. There can be no assurance that any securitization transaction will be available on term
acceptable to us, or at all. The timing of any securitization transaction is affected by a numbersb&and our control, any of
which could cause substantial delays, including, without limitation:

1 market conditions;
1 the approval by all parties of the terms of the securitization;
1 our ability to acquire a sufficient number of automolbibatracts for securitization.

As stated elsewhere in this report, during 2008 and 2009 we observed adverse changes in the market for securitized poo
of automobile contracts, which made permanent financing in the form of securitization transadimistdibbtain and more
costly than in prior periods. These changes included reduced liquidity and reduced demandiaccksdetecurities, particularly
for securities carrying a financial guaranty or for securities backed byrguk automobile receables. Although we have seen
improvements in the capital markets from 2010 and thereafter, as compared to 2008 and 2009, if the market conditibns for asse
backed securitizations should reverse, we could expect a material adverse effect on our mmeridions.

Our Results of Operations Will Depend on Cash Flows from Our Residual Interests in Our Securitization Program and
Our Warehouse Credit Facilities.

When we finance our automobile contracts through securitizations and warehouse cregisfaedireceive cash and
retain a residual interest in the assets financed. Those financed assets are owned by thergoseiaubsidiary that is formed
for the related securitization. This residual interest represents the right to receive thedsiuitews to be generated by the
automobile contracts in excess of (i) the interest and principal paid to investors or lenders on the indebtednessisseetibim ¢
with the financing, (ii) the costs of servicing the automobile contracts and (i@icether costs incurred in connection with
completing and maintaining the securitization or warehouse credit facility. We sometimes refer to these future cash flows as
"excess spread cash flows."

Under the financial structures we have used to daterisemuritizations and warehouse credit facilities, excess spread
cash flows that would otherwise be paid to the holder of the residual interest are first used to increase overcotiateradizati
retained in a spread account within the securitizatiests or the warehouse facility to provide liquidity and credit enhancement
for the related securities.

While the specific terms and mechanics vary among transactions, our securitization and warehousing agreements
generally provide that we will receivexcess spread cash flows only if the amount of overcollateralization and spread account
balances have reached specified levels and/or the delinquency, defaults or net losses related to the automobiletbentracts in
automobile contract pools are belowte@r predetermined levels. In the event delinquencies, defaults or net losses on automobile
contracts exceed these levels, the terms of the securitization or warehouse credit facility:

9 may require increased credit enhancement, including an increigedamount required to be on deposit in the spread ac
to be accumulated for the particular pool; and

9 incertain circumstances, may permit affected parties to require the transfer of servicing on some or all of the sacuri
warehoused cordcts from us to an unaffiliated servicer.

We typically retain residual interests or use them as collateral to borrow cash. In any case, the future excess spread cast
flow received in respect of the residual interests is integral to the financing oferations. The amount of cash received from
residual interests depends in large part on how well our portfolio of securitized and warehoused automobile contrastdfperform
our portfolio of securitized and warehoused automobile contracts has highegudaty and loss ratios than expected, then the
amount of money realized from our retained residual interests, or the amount of money we could obtain from the sale or other



financing of our residual interests, would be reduced. Such higher than expssesidccurred in 2008 through 2010, which had
an adverse effect on our operations, financial condition and cash flows. Should significant increases in losses reoccur, such
recurrence might have material adverse effects on our future results of opefatamtsal condition and cash flows.

If We Are Unable to Obtain Credit Enhancement for Our Securitizations Upon Favorable Terms, Our Results of
Operations Would Be Impaired.

In our securitizations from 1994 through 2008, we utilized credit enhancémtbetform of one or more financial
guaranty insurance policies issued by financial guaranty insurance companies. Each of these policies unconditionally and
irrevocably guaranteed timely interest and ultimate principal payments on the senior classegaciitities issued in those
securitizations. These guarantees enabled those securities to achieve the highest credit rating available. This form of credi
enhancement reduced the costs of our securitizations relative to alternative forms of credinestzanailable to us at the time.
Due to significantly reduced investor demand for securities carrying such a financial guaranty, this form of credit enhanceme
may not be economical for us in the future. The 27 securitization transactions we execntedlfeathrough 2017 did not utilize
financial guaranty insurance policies. Prior to the second quarter of 2014, none of the securities issued in thosadransactio
received the highest possible credit rating from any rating agency. As we pursue futtiteatoos, we may not be able to
obtain:

91 credit enhancement in any form on terms acceptable to us, or at all; or
91 similar highest available credit ratings for senior classes of securities to be issued in future securitizations.

The creditspread between the interest rates payable on our securitization trust debt and the rates payabieeon risk
investments has varied. As of the date of this report, it is the consensus of market observers that interest rdtes debiskill
rise within the next year. If interest rates on ffste debt do increase, or if our spread abovefrisi rates should increase, or
both, we would expect increased interest expense, which would adversely affect our results of operations.

If We Are Unable to Compete Successfully with our Competitors, Our Results of Operations May Be Impaired.

The automobile financing business is highly competitive. We compete with a number of national, regional and local
finance companies. In addition, competitors or poténtiepetitors include other types of financial services companies, such as
commercial banks, savings and loan associations, leasing companies, credit unions providing retail loan financing and lease
financing for new and used vehicles and captive financgpanies affiliated with major automobile manufacturers, such as Ford
Motor Credit Corporation. Many of our competitors and potential competitors possess substantially greater financialymarketin
technical, personnel and other resources than we dodinglgreater access to capital markets for unsecured commercial paper
and investment grade rated debt instruments, and to other funding sources which may be unavailable to us. Moreover, our futur
profitability will be directly related to the availabilignd cost of our capital relative to that of our competitors. Many of these
companies also have lorsganding relationships with automobile dealers and may provide other financing to dealers, including
floor plan financing for the dealers' purchases of motailes from manufacturers, which we do not offer. There can be no
assurance that we will be able to continue to compete successfully and, as a result, we may not be able to purchase automobil
contracts from dealers at a price acceptable to us, whicH oesdlt in reductions in our revenues or the cash flows available to us.

If Our Dealers Do Not Submit a Sufficient Number of Suitable Automobile Contracts to Us for Purchase, Our Results of
Operations May Be Impaired.

We are dependent upon establighémd maintaining relationships with a large number of unaffiliated automobile dealers
to supply us with automobile contracts. During the years ended December 31, 2017 and 2016, no single dealer accounted for as
much as 1% of the automobile contracts wechased. The agreements we have with dealers to purchase automobile contracts do
not require dealers to submit a minimum number of automobile contracts for purchase. The failure of dealers to subnili¢ automob
contracts that meet our underwriting critez@uld result in reductions in our revenues or the cash flows available to us, and,
therefore, could have an adverse effect on our results of operations.

If a Significant Number of Our Automobile Contracts Experience Defaults, Our Results of OperationMay Be Impaired.

We specialize in the purchase and servicing of automobile contracts to finance automobile purchaspsrbg sub
customers, those who have limited credit history, low income, or past credit problems. Such automobile contractgéstail a hi
risk of nonperformance, higher delinquencies and higher losses than automobile contracts with more creditworthy customers.
While we believe that our pricing of the automobile contracts and the underwriting criteria and collection methods we employ
erable us to control, to a degree, the higher risks inherent in automobile contracts witimgibustomers, no assurance can be
given that such pricing, criteria and methods will afford adequate protection against such risks.

If automobile contracts thave purchase and hold experience defaults to a greater extent than we have anticipated, this
could materially and adversely affect our results of operations, financial condition, cash flows and liquidity. Ourfresults o



operations, financial condition, sla flows and liquidity, depend, to a material extent, on the performance of automobile contracts
that we purchase, warehouse and securitize. A portion of the automobile contracts that we acquire will default or ghepay. In
event of payment default, tloellateral value of the vehicle securing an automobile contract realized by us in a repossession will
generally not cover the outstanding principal balance on that automobile contract and the related costs of recovermi@maint
allowance for creditdsses on automobile contracts held on our balance sheet, which reflects our estimates of probable credit
losses that can be reasonably estimated for securitizations that are accounted for as financings and warehoused automobile
contracts. If the allowands inadequate, then we would recognize the losses in excess of the allowance as an expense and our
results of operations could be adversely affected. In addition, under the terms of our warehouse credit facilities} alel@te no
borrow against defadtl automobile contracts, including automobile contracts that are, at the time of default, funded under our
warehouse credit facilities, which will reduce the overcollateralization of those warehouse credit facilities and pdasibiyee
amount of casflows available to us.

If We Lose Servicing Rights on Our Portfolio of Automobile Contracts, Our Results of Operations Would Be Impaired.
We are entitled to receive servicing fees only while we act as servicer under the applicable sale and see@nirgtag

governing our warehouse credit facilities and securitizations. Under such agreements, we may be terminated as sehdcer upon t
occurrence of certain events, including:

1 our failure generally to observe and perform our responsibilities aed cdlienants;
1 certain bankruptcy events; or
1 the occurrence of certain events of default under the documents governing the facilities.

The loss of our servicing rights could materially and adversely affect our results of operations, fowamltadn and
cash flows. Our results of operations, financial condition and cash flow, would be materially and adversely affecteceitave we
be terminated as servicer with respect to a material portion of our managed portfolio.

If We Lose Key Personmel, Our Results of Operations May Be Impaired.

Our senior management team averages over 20 years of service with us. Charles E. Bradley, Jr., our President and CEO
has been our President since our formation in 1991. Our future operating results degignificant part upon the continued
service of our key senior management personnel, none of whom is bound by an employment agreement. Our future operating
results also depend in part upon our ability to attract and retain qualified management, tesiegcahd support personnel for
our operations. Competition for such personnel is intense. We cannot assure you that we will be successful in attracting or
retaining such personnel. Conversely, adverse general economic conditions may have had a bogrtecai The loss of any
key employee, the failure of any key employee to perform in his or her current position or our inability to attractraskiliethi
employees, as needed, could materially and adversely affect our results of operaticria) inadition and cash flow.

If We Fail to Comply with Regulations, Our Results of Operations May Be Impaired.

Failure to materially comply with all laws and regulations applicable to us could materially and adversely affect our
ability to operate oubusiness. Our business is subject to numerous federal and state consumer protection laws and regulations,
which, among other things:

require us to obtain and maintain certain licenses and qualifications;

limit the interest rates, fees and otbbarges we are allowed to charge;

limit or prescribe certain other terms of our automobile contracts;

require specific disclosures to our customers;

define our rights to repossess and sell collateral; and

maintain safeguards designedototect the security and confidentiality of customer information.
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Our industry is also at times investigated by regulators and offices of state attorneys general, which could lead to
enforcement actions, fines and penalties, or the assertion ofgpeleétns and law suits against us. The Federal Trade Commission
(AFTCO0O) has the authority to investigate consumer compl ai
recommend enforcement actions and seek monetary penalties. The Fdabdhasted an inquiry into our practices, and proposed
remedial action against us in 2014, to which we consented. The CFPB has adopted regulations that place us and other companie
similar to us under its supervision. Our industry has also been undetigaties by the United States Department of Justice,
which is conducting an inquiry that appears to be focused on securitization practices. In that inquiry, we receivedaisubpoen
January 2015, which required that we produce specified documents. Wedeavadvised by the Department of Justice that we
have provided such information as is required, and that no enforcement action against us is recommended. Although the inquiry
commenced January 2015 is thus completed as to us, no assurance can begiwbethgr some other government agency may
commence inquiries into or actions against us, nor as to whether the DOJ may recommence its investigation, any of which
hypothetical proceedings might materially and adversely affect us.



If we fail to comply with applicable laws and regulations, such failure could result in penalties, litigation losses and
expenses, damage to our reputation, or the suspension or termination of our licenses to conduct business, which wibuld materia
adversely affect our resultd operations, financial condition and stock price. In addition, new federal and state laws or regulations
or changes in the ways that existing rules or laws are interpreted or enforced could limit our activities in the fgnife@nty
increase th cost of compliance. Furthermore, judges or regulatory bodies could interpret current rules or laws differently than the
way we do, leading to such adverse consequences as described above. The resolution of such matters may require considerable
time and g&pense, and if not resolved in our favor, may result in fines or damages, and possibly an adverse effect on our financial
condition.

We believe that we are in compliance in all material respects with all such laws and regulations, and that such laws and
regulations have had no material adverse effect on our ability to operate our business. However, we may be materially and
adversely affected if we fail to comply with:

1 applicable laws and regulations;

1 changes in existing laws or regulations;

1 changes in the interpretation of existing laws or regulations; or

q any additional laws or regulations that may be enacted in the future.

Changes in Law and Regulations May Have an Adverse Effect on Our Business.

The DoddFrank Wall Street Reforrand Consumer Protection Act ("Do#idank'), adopted in 2010, made numerous
changes to the laws applicable to the consumer financial services industry. Among other thingsaDkddeated the CFPB,
which is authorized to promulgate and enforce consummegtion regulations relating to financial products and mandated that
other federal agencies adopt rules implementing risk retention requirements in securitizations.

We are also subject to regul ati on Iawsasdaegllationg, antdte i n whi
interpretations thereof, also change from time to time.

Compliance with new laws and regulatianay be or likely will be costly and can affect operating results. Compliance
requires forms, processes, procedures, controlshenidifrastructure to support these requirements. Compliance may create
operational constraints and place limits on pricing. Laws in the financial services industry are designed primarilydtedtienp
of consumers. The failure to comply couldresuh  si gni fi cant statutory civil and cri
fees and costs, possible revocation of licenses and damage to reputation, brand and valued customer relationships.

At this time, it is difficult to predict the extent which new regulations or amendments will affect our business.
However, compliance with these new laws and regulations may result in additional cost and expenses, which may adversely affec
our results of operations, financial condition or liquidity.

United States Risk Retention Rules May Limit Our Liquidity and Increase Our Capital Requirements.

Securitizations of automobile receivables after December 2016 are subject to rick retention requirements, which generall
require that sponsors of as$etdked securities (ABS), such as us, retain not less than five percent of the credit risk of the assets
collateralizing the ABS issuance. The rule also sets forth prohibitions on transferring or hedging the credit riskpthias dinéss
required to retainrBecause the rule places an upper limit on the degree to which we may use financial leverage in our
securitization structures may require more capital of us, or may release less cash to us, than might be the casecia tifie absen
such rule.

If We Experience Unfavorable Litigation Results, Our Results of Operations May Be Impaired.

We operate in a litigious society and currently are, and may in the future be, named as defendants in litigation, including
individual and class action lawsuits under consuenedit, consumer protection, theft, privacy, data security, automated dialing
equipment, debt collections and other laws. Many of these cases present novel issues on which there is no clear lagal precede
which increases the difficulty in predictingthdhe potential outcomes and costs of defending these cases. We are subject to
regulatory examinations, investigations, inquiries, litigation, and other actions by licensing authorities, state aéonenalysiee
Federal Trade Commission, the ConsufFieancial Protection Bureau and other governmental bodies relating to our activities.
The litigation and regulatory actions to which we are or may become subject involve or may involve potential compensatory or
punitive damage claims, fines, sanctionsmunctive relief that, if granted, could require us to pay damages or make other
expenditures in amounts that could have a material adverse effect on our financial position and our results of opeiadions. We
recorded loss contingencies in our finansiatements only for matters on which losses are probable and can be reasonably
estimated. Our assessments of these matters involve significant judgments, and may change from time to time. Actual losses
incurred by us in connection with judgments or setdats of these matters may be more than our associated reserves.



Furthermore, defending lawsuits and responding to governmental inquiries or investigations, regardless of their mieeit, could
costly and divert manage meourthdsmesa tnfaeorable oatcomdsiin@ny suchhcarrerd qr &utura t i
proceedings could materially and adversely affect our results of operations, financial conditions and cash flows. A®a consum
finance company, we are subject to various consumer claimgigation seeking damages and statutory penalties based upon,
among other things, disclosure inaccuracies and wrongful repossession, which could take the form of a plaintiff'sictlass actio
complaint. We, as the assignee of finance contracts originatdeabgrs, may also be named as -@efendant in lawsuits filed by
consumers principally against dealers. We are also subject to other litigation common to the automobile industry aassesbusin
in general. The damages and penalties claimed by consamirghers in these types of matters can be substantial. The relief
requested by the plaintiffs varies but includes requests for compensatory, statutory and punitive damages.

While we intend to vigorously defend ourselves against such proceedingsstaetence that our results of operations,
financial condition and cash flows could be materially and adversely affected by unfavorable outcomes.

Negative publicity associated with litigation, governmental investigations, regulatory actions, and otheuplic statements
could damage our reputation.

From time to time there arornengaticvednews ndtusrtirgs Shel
announcements of litigation or regulatory actions involving us or others in our indusgatiie publicity about our alleged or
actual practices or about our industry generally could adversely affect our stock price and our ability to retain and attract
employees.

If We Experience Problems with Our Originations, Accounting or Collection Sysgms, Our Results of Operations May Be
Impaired.

We are dependent on our receivables originations, accounting and collection systems to service our portfolio of
automobile contracts. Such systems are vulnerable to damage or interruption from natieas dgaser loss, telecommunication
failures, terrorist attacks, computer viruses and other events. A significant number of our systems are not redundant, and ou
disaster recovery planning is not sufficient for every eventuality. Our systems are aés subjeakins, sabotage and
intentional acts of vandalism by internal employees and contractors as well as third parties. Despite any precauticagkeye may
such problems could result in interruptions in our services, which could harm our reputdtifimaacial condition. We do not
carry business interruption insurance sufficient to compensate us for losses that may result from interruptions irecas aervic
result of system failures. Such systems problems could materially and adversely affestibsiof operations, financial
conditions and cash flows.

A breach in the security of our systems could result in the disclosure of confidential information or subject us to liability

We hold in our systems confidential financial and other perstatalwith respect to our customers, which may be of
value to identity thieves and others if revealed. Although we endeavor to protect the security of our computer systems and th
confidentiality of customer information entrusted to us, there can be n@assuhat our security measures will provide adequate
security.

It is possible that we may not be able to anticipate, detect or recognize threats to our systems or to implement effective
preventive measures against all security breaches, especiallisbéba techniques used change frequently or are not recognized
until launched, and because cyberattacks can originate from a wide variety of sources, including third parties outsigertiye Co
such as persons who are associated with external servigdgrsoar who are or may be involved in organized crime or linked to
terrorist organizations.

Such persons may also attempt to fraudulently induce employees or other users of our systems to disclose sensitive
information in order to gain access to ouradat that of our customers.

These risks may increase in the future as we continue to increase ourpagiilent and other internbased product
offerings and expands our use of wadsed products and applications.

A successful penetration of tsecurity of our systems could cause serious negative consequences, including disruption of
our operations, misappropriation of confidential information, or damage to our computers or systems, and could reatidiria viol
of applicable privacy and otheaws, financial loss to us or to our customers, customer dissatisfaction, significant litigation
exposure and harm to our reputation, any or all of which could have a material adverse effect on us.

We Have Substantial Indebtedness.

We currently have ahwill continue to have a substantial amount of indebtedness. At December 31, 2017, we had
approximately $2,212.2 million of debt outstanding. Such debt consisted primarily of $2,083.2 million of securitizatt@btrust



$112.4 million of warehouse lineg credit and $16.6 million in subordinated renewable notes. We are also currently offering the
subordinated renewable notes to the public on a continuous basis, and such notes have maturities that range from ttaree months
10 years.

Our substantial idebtedness could adversely affect our financial condition by, among other things:

1 increasing our vulnerability to general adverse economic and industry conditions;

1 requiring us to dedicate a substantial portion of our cash flows from operatipagrhents on our indebtedne
thereby reducing amounts available for working capital, capital expenditures and other general corpora
purposes;

1 limiting our flexibility in planning for, or reacting to, changes in our business and the industhydin we
operate;

1 placing us at a competitive disadvantage compared to our competitors that have less debt; and

1 limiting our ability to borrow additional funds.

Although we believe we are able to service and repay such debt, therasisunance that we will be able to do so. If we
do not generate sufficient operating profits, our ability to make required payments on our debt would be impaired. palure to
our indebtedness when due would give rise to various remedies infavorafgngaud d credi t or s, and cred
remedies could have a material adverse effect on our earnings.

Because We Are Subject to Many Restrictions in Our Existing Credit Facilities and Securitization Transactions, Our
Ability to Pay Dividends or Engage in Specified Transactions May Be Impaired.

The terms of our existing credit facilities, term securitizations and our other outstanding debt impose significant operating
and financial restrictions on us and our subsidiaries and require us toartaét financial tests. These restrictions may have an
adverse effect on our business activities, results of operations and financial condition. These restrictions may adsulgignifi
limit or prohibit us from engaging in certain transactions, inclgdire following:

incurring or guaranteeing additional indebtedness;

making capital expenditures in excess of agreed upon amounts;

paying dividends or other distributions to our shareholders or redeeming, repurchasing or retiring our ce
stock or subordinated obligations;

making investments;

creating or permitting liens on our assets or the assets of our subsidiaries;

issuing or selling capital stock of our subsidiaries;

transferring or selling our assets;

engagingn mergers or consolidations;

permitting a change of control of our company;

liquidating, winding up or dissolving our company;

changing our name or the nature of our business, or the names or nature of the business of our subsidi
engaging in transactions with our affiliates outside the normal course of business.
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These restrictions may limit our ability to obtain additional sources of capital, which may limit our ability to generate
earnings. In addition, the failure to cpiyp with any of the covenants of one or more of our debt agreements could cause a default
under other debt agreements that may be outstanding from time to time. A default, if not waived, could result in aco&theation
related indebtedness, in whichseasuch debt would become immediately due and payable. A continuing default or acceleration of
one or more of our credit facilities or any other debt agreement, would likely cause a default under other debt agraements th
otherwise would not be in defauih which case all such related indebtedness could be accelerated. If this occurs, we may not be
able to repay our debt or borrow sufficient funds to refinance our indebtedness. Even if any new financing is avadghietit m
be on terms that are act¢able to us or it may not be sufficient to refinance all of our indebtedness as it becomes due.

In addition, the transaction documents for our securitizations restrict our securitization subsidiaries from declaring or
making payment to us of (i) amjvidend or other distribution on or in respect of any shares of their capital stock, or (i) any
payment on account of the purchase, redemption, retirement or acquisition of any option, warrant or other right toaaeguife sh
their capital stock unlas(in each case) at the time of such declaration or payment (and after giving effect thereto) no amount
payable under any transaction document with respect to the related securitization is then due and owing, but unpaid. These
restrictions may limit our ality to receive distributions in respect of the residual interests from our securitization facilities, which
may limit our ability to generate earnings.

Risks Related to General Factors



If The Economy of All or Certain Regions of the United States His into Recession, Our Results of Operations May Be
Impaired.

Our business is directly related to sales of new and used automobiles, which are sensitive to employment rates, prevailin
interest rates and other domestic economic conditions. Delinquerepessessions and losses generally increase during economic
slowdowns or recessions. Because of our focus ompsaie customers, the actual rates of delinquencies, repossessions and losses
on our automobile contracts could be higher under adverse emoomditions than those experienced in the automobile finance
industry in general, particularly in the states of California, Texas, Ohio, Florida, North Carolina and Pennsylvariawgdiates
our automobile contracts are geographically concentrated sAstained period of economic slowdown or recession could
adversely affect our ability to acquire suitable automobile contracts, or to securitize pools of such automobile ctettaniagT
of any economic changes is uncertain, and weakness in therega@ould have an adverse effect on our business and that of the
dealers from which we purchase automobile contracts and result in reductions in our revenues or the cash flows agailable to u

Our Results of Operations May Be Impaired as a Result of Natal Disasters.

Our automobile contracts are geographically concentrated in the states of California and Texas. Such states may be
particularly susceptible to natural disasters: earthquake in the case of California, and hurricanes and flooding\atliefas.
disasters, in those states or others, could cause a material number of our vehicle purchasers to lose their jobsmaigeontd da
destroy vehicles that secure our automobile contracts. In either case, such events could result in our rdaeadnepitections
on our automobile contracts, and could thus result in reductions in our revenues or the cash flows available to us.

If an Increase in Interest Rates Results in a Decrease in Our Cash Flows from Excess Spread, Our Results of Operations
May Be Impaired.

Our profitability is largely determined by the difference, or "spread,” between the effective interest rate we receive on the
automobile contracts that we acquire and the interest rates payable under warehouse credit facilities assedvattieed
securities issued in our securitizations. In the past, disruptions in the market fdyaadsst securities resulted in an increase in
the interest rates we paid on adsatked securities. Should similar disruptions take place in the futarmay pay higher interest
rates on assdtacked securities issued in the future. Although we have the ability to partially offset increases in our cost of funds
by increasing fees we charge to dealers when purchasing automobile contracts, or by delmgtmeliinterest rates on
automobile contracts we purchase, there is no assurance that such actions will materially offset increases in intetest we pay
finance our managed portfolio. As a result, an increase in prevailing interest rates could tausesise less excess spread cash
flows on automobile contracts, and thus could adversely a
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Risks Related to Our Common Stock
Our Common Stock Is Thinly-Traded.

Our stock is thinlytraded, which means investors will have limited opportunities to sell their shares of common stock in
the open market. Limited trading of our common stock also contributes to more volatile priceifinstuB¢cause there
historically has been low trading volume in our common stock, there can be no assurance that our stock price will rast decline
additional shares are sold in the public market. As of December 31, 2017, our directors and execetiseaifctively owned
5,186,796 shares of our common stock, or approximately 24%.

We Do Not Intend to Pay Dividends on Our Common Stock.

We have never declared or paid any cash dividends on our common stock. We currently intend to retain any future
eanings and do not expect to pay any dividends in the foreseeable future. See "Dividend Policy".

Forward-Looking Statements

Discussions of certain matters contained in this report may constitute felosdadg statements within the meaning of
Section27A of the Securities Act of 1933, as amended (the "Securities Act") and Section 21E of the Exchange Act, and as such,
may involve risks and uncertainties. These forwaaking statements relate to, among other things, expectations of the business
envirorment in which we operate, projections of future performance, perceived opportunities in the market and statements
regarding our mission and vision. You can generally identify ford@o#ling statements as statements containing the words
"will," "would," "b elieve," "may," "could," "expect," "anticipate," "intend," "estimate," "assume" or other similar expressions. Our
actual results, performance and achievements may differ materially from the results, performance and achievementsrexpressed c
implied in suchforward-looking statements. The discussion under "Risk Factors" identifies some of the factors that might cause
such a difference, including the following:



changes in general economic conditions;

changes in performance of our automobibatracts;

increases in interest rates;

our ability to generate sufficient operating and financing cash flows;
competition;

level of losses incurred on contracts in our managed portfolio; and
adverse decisions by courtsregulators

=A =4 =4 -4 -4_-4-1

Forwardlooking statements are not guarantees of performance. They involve risks, uncertainties and assumptions. Actua
results may differ from expectations due to many factors beyond our ability to control or predict, including thoseddesieih,
and in documents incorporated by reference in this report. For these statements, we claim the protection of the safe harbor f
forward-looking statements contained in the Privaeeurities Litigation Reform Act of 1995.

We undertake no oblgion to publicly update any forwatdoking information. You are advised to consult any
additional disclosure we make in our periodic reports filed with the SEC. See "Where You Can Find More Information" and
"Documents Incorporated by Reference."

Iltem 1B. Unresolved Staff Comments
Not applicable.

Item 2. Properties

Our principal executive offices are located in Las Vegas, Nevada, where we currently lease approximately 38,000 square
feet of general office space from an unaffiliated lessor. Thearbase rent is approximately $1.3 million, increasing to
approximately $1.5 million through 2022.

Our operating headquarters are located in Irvine, California, where we currently lease approximately 129,000 square feet
of general office space from amaffiliated lessor. The annual base rent is approximately $3.9 million, increasing to approximately
$4.5 million through 2022.

The remaining three regional servicing centers occupy a total of approximately 57,000 square feet of leased space in
Chesapeake, Virginia; Maitland, Florida; and Lombard, Illinois. The termination dates of such leases range from 2019 to 2025.
The annual base rent for these facilities total approximately $1.0 million increasing to approximately $1.3 million ®26ugh 2

Item 3. Legal Proceedings

Consumer LitigationWe are routinely involved in various legal proceedings resulting from our consumer finance
activities and practices, both continuing and discontinued. Consumers can and do initiate lawsuits against us allégnsgo¥iolat
law applicable to collection akceivables, and such lawsuits sometimes allege that resolution as a class action is appropriate.

For the most part, we have legal and factual defenses to consumer claims, which we routinely contest or settle (for
immaterial amounts) depending on thetigalar circumstances of each case.

Department of Justice Industry Inquity. January 2015, we were served with a subpoena by the U.S. Department of
Justice (the fAiDOJO) directing us to producad fddritaaiems 6d cocung
securitization of sulprime automobile contracts since 2005, in connection with an investigation by the DOJ in contemplation of a
civil proceeding for potential violations of the Financial Institutions Reform, Recovery, andccEmfent Act of 1989. The DOJ in
its investigation requested information relating, among other matters, to the underwriting criteria used to originate these
automobile contracts and to the representations and warranties relating to those underwntathetiteere made in connection
with the securitization of the automobile contracts. We are among several other securitizeqsrimhs@utomobile receivables
who received such subpoenas in 2014, 2015 and 2016. We have provided the required infamatvenyere advised by the
DOJ in February 2018 that no further information is required of us and that no enforcement action is recommended.

Although the inquiry commenced January 2015 is thus completed as to us, no assurance can be given asstanvehether
other government agency may commence inquiries into or actions against us, nor as to whether the DOJ may recommence its
investigation, any of which hypothetical proceedings might materially and adversely affect us.

In General There can be no assocg as to the outcomes of the matters described or referenced above. We record at each
measurement date, most recently as of December 31, 2017, our best estimate of probable incurred losses for legal gontingencie
including each of the matters describedaferenced above. The amount of losses that may ultimately be incurred cannot be



estimated with certainty. However, based on such information as is available to us, we believe that the total of probadble inc
losses for legal contingencies as of DebenB1, 2017 is immaterial, and that the range of reasonably possible losses for the legal
proceedings and contingencies we face, including those described or referenced above, as of the same date does not exceed $1
million.

Accordingly, we believe thahe ultimate resolution of such legal proceedings and contingencies should not have a
material adverse effect on our consolidated financial condition. We note, however, that in light of the uncertainti¢sninheren
contested proceedings, the wide didorevested in the DOJ and other government agencies, and the deference that courts may
give to assertions made by government litigants, there can be no assurance that the ultimate resolution of contingenidies will
material to our operating results f@ particular period, depending on, among other factors, the size of the loss or liability imposed
and the level of our income for that period.

Executive Officers of the Registrant

Charles E. Bradley, Jr58, has been our President and a diresitae our formation in March 1991, and was elected
Chairman of the Board of Directors in July 2001. In January 1992, Mr. Bradley was appointeBx@bigive Officer. From
April 1989 to November 1990, he served as Chief Operating Officer of Barnard amuh@p, a private investment firm. From
September 1987 to March 1989, Mr. Bradley, Jr. was an associate biafdiag Group, a private investment banking firm. Mr.
Bradley does not currently serve on the board of directors of any other pdfdiddd comanies.

Jeffrey P. Fritz58, has been Executive Vice President and Chief Financial Officer since March 2014. Prior to that, he
was Senior Vice President and Chief Financial Officer since April 26@6was Senior Vice President of Accounting from
August2004 through March 2006 and served as a consultant to us from May 2004 to August 2004. He also served as our
Chief Financial Officer from our inception through May 1999. He is a licensed Certified Public Accountant and has previously
practiced public acamting.

Michael T. Lavin45, has been Executive Vice Preside@hief Legal Officer since March 2014. Prior to that, he was our
Senior Vice Presiderit General Counsel since March 2013, Senior Vice President and Corporate Counsel since May 2009 and ou
Vice PresidentLegal since joining the Company in November of 200%. Lavin was previously engaged as a law clerk and an
associate with the San Diego based large law firm (now defunct) of Edwards, Sooy & Byron from 1996 through 2000 and then as
an aseciate with the Orange County based firm of Trachtman & Trachtman from 2000 through\20Q%vin also clerked for
the San Diego District Attorneyds office and Orange Count

Curtis K. Powell 61, has been Senior Vice PresideiProject Development since May 2010. Previously he was our
Senior Vice Presiderit Marketing from March 2007 to May 2010. Prior to that, he was our Senior Vice President of Originations
from June 2001 to March 2007. Prior to that, he was our SenioPVezdent Marketing, from April 1995 to June 2001. He
joined us in January 1993 as an independent marketing representative until being appointed Regional Vice Presidenigf Marketi
for Southern California in Novemb&894. From June 1985 through Jaryub®93, Mr. Powell was in the retail automobile sales
and leasing business.

Mark A. Creaturap8, has been Senior Vice Preside@eneral Counsel since October 1996. From October 1993
through October 1996, he was Vice President and General Counsetlzndr Technologies, Inc., a polyurethane chemicals
formulator. Mr. Creatura was previously engaged in the private practice of law with the Los Angeles law firm of Troy & Gould
Professional Corporation, from October 1985 through October 1993.

ChristopherTerry, 50 has been Senior Vice President of Risk Management since May 2017. Prior to that he was our
Senior Vice President of Servicing from May 2005 to August 2013. He was SéoéoPresident of Asset Recovery from August
2013 to May 2017 and from Jaary 2003 to May 2005. He joined us in January 1995 as a loan officer, held a series of
successively more responsible positions, and was promoted to Vice Pregidset Recovery in Jur999. Mr.Terry was
previously a branch manager with Norwest Firiantom 1990 to October 1994.

Teri L. Robinson55, has been Senior Vice President of Originations since April 2007. Prior to that, she held the position
of Vice President of Originations since August 1998. She joined the Company in June 1991 astion®|Bgecialist, and held a
series of successively more responsible positions. Previously, Ms. Robinson held an administrative position at Grecat&s Associ

Laurie A. Straten51, has been Senior Vice President of Servicing since August 2013. ¢°tiatt she was our Senior
Vice President of Asset Recovery since April 2013, and before that she held the position of Vice President of Asset Recovery
starting in April 2005. She started with the Company in March 1996 as a bankruptcy specialist amdnoo& responsibility
within Asset Recovery over timePrior to joining CPS she worked for the FDIC and served in the United States Marine Corps.

John P. Harton53, has been Senior Vice PresideMtarketing since March 2014Prior to that, he held ghposition of
Vice President Marketing since April 2010. He joined the Company in April 1996 as a loan officer, held a series of successively



more responsible positions, and was promoted to Vice Presi@egiginations in June 2007. Mr. Harton was poasly a branch
manager with American General Finance from 1990 to March 1996.

Danny Bharwani50, has been Senior Vice PresideRinance since April 2016. Previously, he was our Vice President
Finance from June 2002. He joined us as Assistant CtartiolAugust 1997. Mr. Bharwani was previously employed as
Assistant Controller at The TodslO Corporation, from 1989 to 1997.
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PART Il
or Registrantdés Common Equity, Rel at eSkcui¢so
Companyd6s Common Stock is traded on the Nasdaqg GI c

sets forth the high and low sale prices as reported by Nasdaq for our Common Stock for the periods shown.

As

January * March 31, 2016
April 1 - June 30, 2016

July 1- September 30, 2016
October 1- December 31, 2016
January * March 31, 2017
April 1-June 30, 2017

July 1- September 30, 2017
October 1- December 31, 2017
1, 2018,

of January

there

High Low
$ 5.11 $ 3.64
450 3.31
4.65 3.58
6.05 3.94
5.69 4.37
5.21 4.06
4.86 3.66
4.82 4.00
were 30 hol der s detlarade c or ¢

or paid any dividends on our Common Stock. The payment of future dividends, if any, on our Common Stock is within the
discretion of the Board of Directors and will depend upon our income, capital requirements and financial condition, and other
relevant factors. The instruments governing our outstanding debt place certain restrictions on the payment of dividendg. We do n
intend to declare any dividends on our Common Stock in the foreseeable future, but instead intend to retain any casgeflow for

in our operations.

The table below presents information regarding outstanding options to purchase our Common Stock as of December 31,

2017:

Number of
Number of securities
securities to Weighted remaining
be issued upol average available for
exercise of exercise price future
outstanding of outstanding issuance
options, options, under equity
warrants and warrants and compensation
Plan category rights rights plans
Equity compensation plans approve
by security holders 13,135,214 % 4.6¢€ 2,473,58
Equity compensation plans not
approved by security holders T T T
Total 13,135,14  $ 4.6€ 2,473,58
Issuer Purchases of Equity Securities in the Fourth Quarter
Total Number Approximate
of Shares Dollar Value
Purchased as  of Shares that
Part of May Yet be
Publicly Purchased
Total Number Average Price Announced Under the
of Shares Paid per Plans or Plans or
Period(1) Purchased Share Programs(2) Programs
October 2017 102,920 $ 4.7z 102,92 $ 13,885,08
November 2017 117,28( 4.1¢ 117,28( 13,393,56



December 2017 181,28t 4.21 181,28 12,630,50
Total 401,49: $ 4.3z 401,49:

(1) Each monthly period is the calendar month.

(2) Through December 31, 2017, our board of directors had authorized the purchase of up to $74.5 million of our outstau
securities, which program was first announced in our annual report for the year fd8@82)n March26, 2003. All purchase:
described in the table above were under the plan announced in March 2003, which has no fixed expiration date. As ¢
December 31, 2017, we have purchased $5.0 million in principal amount of debt securities and fi66.8frauir common
stock representing 16,011,857 shares.

Item 6. Selected Financial Data

The following table presents our selected consolidated financial data and operating data as of and for the dates indicated
The data under the captiotStatement of Income Data" and "Balance Sheet Data" have been derived from our audited
consolidated financial statements. The remainder is derived from other records of ours. You should read the selectaeaonsolid
financial data together with "Manageme6 s Di scussi on and Analysis of Financi al
audited and unaudited consolidated financial statements and notes thereto that are included in this report, and ifyoandjuarte
periodic filings.

As of and
For the Year Ended December 31,

(in thousands, except per share data) 2017 2016 2015 2014 2013
Statement of Income Data
Revenues:

Interest income $ 424,17 $ 408,99t $ 34991 $ 286,73: $ 231,33l

Other income 10,20¢ 13,28¢ 13,73¢ 13,52: 13,49¢

Gain on cancellation of debt i T T T 10,947

Total revenues 434,38: 422,28 363,65( 300,25¢ 255,77"

Expenses:

Employee costs 72,967 65,54¢ 59,55¢ 50,12¢ 42,96(

General and administrative 50,28’ 48,62( 42,34¢ 39,26: 32,75:

Interest expense 92,34¢ 79,94 57,74¢ 50,39t 58,17¢

Provision for credit losses 186,71: 178,51: 142,61t 108,22¢ 76,86¢

Provision forcontingent liabilities ) T ) T 7,841

Total expenses 402,31. 372,62: 302,26¢ 248,01« 218,60:

Income before income tax expense 32,07 49,66: 61,38: 52,24: 37,17
Income tax expense 28,30¢ 20,36! 26,70 22,72¢ 16,16¢
Net income $ 3,76t % 29,30 $ 34,68. $ 29,51¢ $ 21,00t
Earnings per sha#easic $ 017 $ 12C $ 132 % 11¢ % 0.9¢
Earnings pesharediluted $ 012 $ 1.01 $ 1.1C $ 09z $ 0.67
Pretax income per sha#easic (1) $ 141 % 204 % 237 $ 20¢ ¢ 1.72
Pretax income per shamiluted (2) $ 1.1 $ 171 $ 194 $ 1.6 $ 1.1¢€
Weighted average shares outstaneiagic 22,681 24,35¢ 25,93t 25,04( 21,53¢
Weighted average shares outstandiiigted 27,21« 29,03t 31,58¢ 32,03 31,57«
Balance Sheet Data
Total assets $ 242484 $ 241040 $ 2,128,992 $ 1,833,050 $ 1,396,36
Cash and cash equivalents 12,73: 13,93¢ 19,32: 17,85¢ 22,11:
Restricted cash and equivalents 111,96! 112,75: 106,05« 175,38: 132,28«
Finance receivables, net 2,195,79 2,172,36! 1,909,49 1,534,491 1,115,43
Finance receivables measured at fair valu i 4 61 1,66¢ 14,47¢
Warehouse lines of credit 112,40t 103,35¢ 194,05t 56,83¢ 9,45:
Residual interest financing T T 9,04 12,32; 19,09¢
Debt secured by receivablegasured at fai

value ) T ) 1,25(C 13,117
Securitization trust debt 2,083,21! 2,080,901 1,720,02 1,598,49 1,177,55
Long-term debt 16,56¢ 14,94¢ 15,13¢ 15,23 57,70:
Shareholders' equity 183,93 186,21¢ 161,15¢ 127,25! 94,60:

(1) Income before income tax benefit divided by weighted average shares outstaaslmtncluded for illustrative purposes



because some of tiperiods presented include significant income tax expense.
(2) Income before income tax benefit divided by weighted average shares outstdihdad)Included for illustrative purposes
because some of the periods presented include significant incrregp@nse.

As of and
For the Year Ended December 31,
(in thousands) 2017 2016 2015 2014 2013

Contract Originations / Securitizations
Automobile contract originations $ 859,06 1,088,78 $ 1,060,531 $ 944,94: $ 764,08
Automobile contracts securitized 870,00( 1,214,99 795,00( 924,00( 778,00(
Managed Portfolio Data
Contracts held by consolidated subsidiaric $ 2,333,49 2,307,951 $ 2,030,65 $ 1,640,531 $ 1,207,69
Fireside portfolio T 3 61 1,66¢ 14,78¢
Contracts held by neoonsolidated

subsidiaries i 9 4C 39C 4,074
Third party portfolios (1) 33 10z 38¢ 1,33( 4,86¢
Total managed portfolio $ 2,333,53 2,308,071 $ 2,031,13 $ 1643920 $ 1,231,42
Average managed portfolio 2,334,01! 2,226,07. 1,847,94! 1,422,87! 1,081,93
Weighted average fixed effective interest

(total managegortfolio) (2) 19.2% 19.4% 19.5% 19.8% 20.0%
Core operating expenses (% of average

managed portfolio) (3) 5.3% 5.1% 5.5% 6.3% 7.0%
Allowance for finance credit losses $ 109,18 95,57¢ $ 75,60: $ 61,46( $ 39,62¢
Allowance for finance credit losses (of of

total contracts held by subsidiaries) 4.7% 4.1% 3.7% 3.7% 3.3%
Aggregate allowance for finance credit los

and repossessions in inventory $ 133,21: 124,50: $ 102,55 $ 79,28¢ $ 54,40t
Aggregate allowance for finance credit los

(% of repossessions in inventory and

contracts held by consolidated

subsidiaries) 5.7% 5.4% 5.1% 4.8% 4.5%
Totaldelinquencies (2) (4) 9.8% 9.2% 7.6% 5.5% 4.8%
Total delinquencies and repossessions in

inventory (2) (4) 11.2% 11.0% 9.5% 7.2% 6.8%
Net chargeoffs (2) (5) 7.7% 7.0% 6.4% 5.8% 4.7%

(1) Receivables related to the third party portfolios, on which we earn only a servicing fee.

(2) Excludes receivables related to the third party portfolios.

(3) Total expenses excluding provision for credit losses, provisiotofttingent liabilities, interest expense, loss on sale of

receivables and impairment loss on residual assets.

(4) For further information regarding delinquencies and the managed portfolio, see the table capbefiaquency
Experiencé| in Item 1, Part of this report and the notes to that table.

(5) Net chargeoffs include the remaining principal balance, after the application of the net proceeds from the liquidation
vehicle (excluding accrued and unpaid interest) and amounts collected sahsémthe date of the chargéf, including
some recoveries which have been classified as other income in the accompanying consolidated financial statement
further information regarding chargeffs, see the table caption&et ChargeOff Experiencé, in Item I, Part | of this

report and the notes to that table.

Item 7. Management 6s Discussi on

And

Anal ysi s

Oof Fi

nanci al

The following discussion and analysis should be read in conjunction wittbagolidated financial statements and notes
thereto and other information included or incorporated by reference herein.

Overview

We are a specialty finance company. Our business is to purchase and service retail automobile contracts originated
primarily by franchised automobile dealers and, to a lesser extent, by select independent dealers in the United States in the sale «
new and used automobiles, light trucks and passenger vans. Through our automobile contract purchases, we provide indirect
financing to the customers of dealers who have limited credit histories, low incomes or past credit problems, who we refer to as



subprime customers. We serve as an alternative source of financing for dealers, facilitating sales to customers who otherwise
might nd be able to obtain financing from traditional sources, such as commercial banks, credit unions and the captive finance
companies affiliated with major automobile manufacturers. In addition to purchasing installment purchase contractsadirectly f
dealerswe have also (i) acquired installment purchase contracts in four merger and acquisition transactions, (ii) purchased
immaterial amounts of vehicle purchase money loans froraffiiated lenders, and (iii) directly originated an immaterial

amount of veltle purchase money loans by lending money directly to consumers. In this report, we refer to all of such contracts
and loans as "automobile contracts."

We were incorporated and began our operations in March 1991. From inception through December, @&, R&x&
originated a total of approximately $14.3 billion of automobile contracts, primarily by purchasing retail installmerdrdadessc
from dealers, and to a lesser degree, by originating loans secured by automobiles directly with consurditisn|avacacquired
a total of approximately $822.3 million of automobile contracts in mergers and acquisitions in 2002, 2003, 2004 and, most
recently, in September 2011. The September 2011 acquisition consisted of approximately $217.8 million of autonicdsts
that we purchased from Fireside Bank of Pleasanton, California. In 2004 and 2009, we were appointed@erty thérdicer for
certain portfolios of automobile contracts originated and owned byaffidiated entities. Recent contract purebavolumes and
managed portfolio levels are shown in the table below:

Contract Purchases and Outstanding Managed Portfolio
$ in thousands

Contracts

Purchased in Managed Portfolio
Year 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
2014 944,94 1,643,92I
2015 1,060,53 2,031,13
2016 1,088,78! 2,308,071
2017 859,06 2,333,653

Our principal executive offices are in Las Vegas, Nevada. Most of our operational and administrative functions take place
in Irvine, California. Credit and underwriting functions gesformed primarily in that California branch with certain of these
functions also performed in our Florida and Nevada branches. We service our automobile contracts from our California, Nevada,
Virginia, Florida and lllinois branches.

The programs we dodf to dealers and consumers are intended to serve a wide rangepafigilsustomers, primarily
through franchised new car dealers. We originate automobile contracts with the intention of financing them-term loagis
through securitizations. Sectizations are transactions in which we sell a specified pool of contracts to a special purpose
subsidiary of ours, which in turn issues adsmtked securities to fund the purchase of the pool of contracts from us.

Securitization and Warehouse Credit Fadities

Throughout the period for which information is presented in this report, we have purchased automobile contracts with the
intention of financing them on a loxtigrm basis through securitizations, and on an interim basis through warehouse credit
facilities. All such financings have involved identification of specific automobile contracts, sale of those automobilésa@mac
associated rights) to one of our spegiafpose subsidiaries, and issuance of asaelted securities to be purchased by
institutional investors. Depending on the structure, these transactions may be accounted for under generally acceptgd accounti
principles as sales of the automobile contracts or as secured financings.

When structured to be treated as a secfinadicing for accounting purposes, the subsidiary is consolidated with us.
Accordingly, the sold automobile contracts and the related debt appear as assets and liabilities, respectively, ondatedonsol
balance sheet. We then periodically (i) recoginizerest and fee income on the contracts, (ii) recognize interest expense on the
securities issued in the transaction and (iii) record as expense a provision for credit losses on the contracts.

Since 1994 we have conducted 76 term securitizations ofmalile contracts that we originated. As of December 31,
2017, 18 of those securitizations are active and are structured as secured financings. From 1994 through April 200Bywe genera
utilized financial guarantees for the senior assetked notes issuad the securitization. Since September 2010 we have utilized
senior subordinated structures without any financial guarantees. We have generally conducted our securitizations byn a quarter
basis, near the end of each calendar quarter, resulting in fauitsations per calendar year. However, in 2015, we elected to



defer what would have been our December securitization in favor of a securitization in January 2016, and since that time have
generally conducted our securitizations near the beginning bfosdendar quarter.

Our history of term securitizations, over the most recent ten years, is summarized in the table below:

Recent AssetBacked Term Securitizations
$ in thousands

Number of Term Amount of
Period Securitizations Receivables
2008 2 509,02:
2009 0 T
2010 1 103,77:
2011 3 335,59:
2012 4 603,50(
2013 4 778,00(
2014 4 923,00(
2015 3 795,00(
2016 4 1,214,99
2017 4 870,00(

Generally, prior to a securitization transaction we fund our automobile contract purchases primarily with proceeds from
warehouse credit facilities. Our current skiertm funding capacity is $300 million, comprising three creaditlities. The first
$100 million credit facility was established in May 2012. This facility was renewed in August 2016, extending the revolving
period to August 2018, and adding an amortization period through August 2019. In April 2015, we entersddotml 100
million facility. This facility was renewed in April 2017, extending the revolving period to April 2019, followed by an
amortization period to April 2021. In November 2015, we entered into a third $100 million facility. This facility wasdanew
November 2017, extending the revolving period to November 2019, followed by an amortization period to November 2021.

In a securitization and in our warehouse credit facilities, we are required to make certain representations and warranties,
which ae generally similar to the representations and warranties made by dealers in connection with our purchase of the
automobile contracts. If we breach any of our representations or warranties, we will be obligated to repurchase theeautomobil
contract at afice equal to the principal balance plus accrued and unpaid interest. We may then be entitled under the terms of our
dealer agreement to require the selling dealer to repurchase the contract at a price equal to our purchase pricéndgsa any pr
paymets made by the customer. Subject to any recourse against dealers, we will bear the risk of loss on repossession and resale
vehicles under automobile contracts that we repurchase.

Whether a securitization is treated as a secured financing or adar $alancial accounting purposes, the related special
purpose subsidiary may be unable to release excess cash to us if the credit performance of the securitized automtsbile contrac
falls short of predetermined standards. Such releases represent aahptetion of the cash that we use to fund our operations.

An unexpected deterioration in the performance of securitized automobile contracts could therefore have a materialeadverse ef
on both our liquidity and results of operations, regardless ofhehstuch automobile contracts are treated as having been sold or
as having been financed.

Critical Accounting Policies

We believe that our accounting policies related to (a) Allowance for Finance Credit Losses, (b) Amortization of Deferred
OriginationCosts and Acquisition Fees, (c) Term Securitizations, (d) Accrual for Contingent Liabilities and (e) Income Taxes are
the most critical to understanding and evaluating our reported financial results. Such policies are described below.

Finance Receivabteat Fair Value
In January 2018 the Company adopted the fair value method of accounting for finance receivables acquired after 2017.
Allowance for Finance Credit Losses

In order to estimate an appropriate allowance for losses incurred on finance receivables, we use a loss allowance
methodology commonly referred to as "static pooling," which stratifies our finance receivable portfolio into separaiiedygident
pools basedn the period of origination. Using analytical and formula driven techniques, we estimate an allowance for finance
credit losses, which we believe is adequate for probable incurred credit losses that can be reasonably estimatedlioadr portf
automolile contracts. For each monthly pool of contracts that we originate, we begin establishing the allowance in the month of
acquisition and increase it over the subsequent 11 months, through a provision for credit losses charged to our consolidated
statemenof operations, with the goal of establishing an allowance that approximates the next 12 months of expected net losses.



Net losses incurred on finance receivables are charged to the allowance. We evaluate the adequacy of the allowancegyy examini
current @linquencies, the characteristics of the portfolio, prospective liquidation values of the underlying collateral and general
economic and market conditions. As circumstances change, our level of provisioning and/or allowance may change as well.
Receivablesicquired after 2017, are accounted for using fair value and will have no allowance for finance credit losses in
accordance with the fair value method of accounting for finance receivables.

Broad economic factors such as recession and significant changesmployment levels influence the credit
performance of our portfolio, as does the weighted average age of the receivables at any given time. Our internal credit
performance data consistently show that new receivables have lower levels of delinqaelosgesearly in their lives, with
delinquencies increasing throughout their lives and losses gradually increasing to a peak between 36 and 42 monthk, after whi
they gradually decrease. The historical weighted average seasoning of our total ownéd excttaling Fireside, is summarized
in the table below:

Weighted Average Age
in Months of Owned

December 31, Portfolio
2009 33
2010 37
2011 27
2012 18
2013 14
2014 14
2015 16
2016 18
2017 21

The credit performance of oportfolio is also significantly influenced by our underwriting guidelines and credit criteria
we use when evaluating contracts for purchase from dealers. We regularly evaluate our portfolio credit performance and modify
our purchase criteria to maximizZeetcredit performance of our portfolio, while maintaining competitive programs and levels of
service for our dealers.

Amortization of Deferred Originations Costs and Acquisition Fees

Upon purchase of a contract from a dealer, we generally either araageance the dealer an acquisition fee. In
addition, we incur certain direct costs associated with acquisitions of our contracts. All such acquisition fees andtdieget ¢
applied to the carrying value of finance receivables and are accretediintogs as an adjustment to the yield over the estimated
life of the contract using the interest method. Receivables acquired after 2017 are accounted for using fair valueariceaccord
with the fair value method of accounting for finance receivablesgaaler acquisition fees will be incorporated into acquisition
price of the receivables and no direct costs will be deferred.

Term Securitizations
Our term securitization structure has generally been as follows:

We sell automobile contracts we acguio a whollyowned special purpose subsidiary, which has been established for
the limited purpose of buying and reselling our automobile contracts. The spegiake subsidiary then transfers the same
automobile contracts to another entity, typicallstatutory trust. The trust issues inteflesiring assdbvacked securities, in a
principal amount equal to or less than the aggregate principal balance of the automobile contracts. We typically sell these
automobile contracts to the trust at face valuewititbut recourse, except that representations and warranties similar to those
provided by the dealer to us are provided by us to the trust. One or more investors purchaselthekaskseecurities issued by
the trust; the proceeds from the sale of theetbacked securities are then used to purchase the automobile contracts from us. We
may retain or sell subordinated assatked securities issued by the trust or by a related entity.

We structure our securitizations to include internal credit enlnagcefor the benefit the investors ifi)the form of an
initial cash deposit to an account ("spread account") held by the trust, (ii) in the form of overcollateralization édtlzssen
backed securities, where the principal balance of the senefrtesked securities issued is less than the principal balance of the
automobile contracts, (iii) in the form of subordinated abseked securities, or (iv) some combination of such internal credit
enhancements. The agreements governing the securitizigtitsactions require that the initial level of internal credit enhancement
be supplemented by a portion of collections from the automobile contracts until the level of internal credit enhancdmagnt reac
specified levels, which are then maintained. Tihecied levels are generally computed as a percentage of the principal amount
remaining unpaid under the related automobile contracts. The specified levels at which the internal credit enhancément is to
maintained will vary depending on the performaatéhe portfolios of automobile contracts held by the trusts and on other



conditions, and may also be varied by agreement among us, our special purpose subsidiary, the insurance companyhé any, and
trustee. Such levels have increased and decreasadifne to time based on performance of the various portfolios, and have also
varied from one transaction to another. The agreements governing the securitizations generally grant us the optioage repurch
the sold automobile contracts from the trust wtienaggregate outstanding balance of the automobile contracts has amortized to a
specified percentage of the initial aggregate balance.

Our warehouse credit facility structures are similar to the above, except that (i) our-ppgoise subsidiariebat
purchase the automobile contracts pledge the automobile contracts to secure promissory notes that they issue, arghé@ no inc
in the required amount of internal credit enhancement is contemplated. Our current maximum revolving warehouse financing
capacity is $300 million.

Upon each transfer of automobile contracts in a transaction structured as a secured financing for financial accounting
purposes, whether a term securitization or a warehouse financing, we retain on our consolidated baldineeethtezt
automobile contracts as assets and record thelzasletd notes or loans issued in the transaction as indebtedness.

We receive periodic base servicing fees for the servicing and collection of the automobile contracts. Under our
securitizatdn structures treated as secured financings for financial accounting purposes, such servicing fees are included in intere
income from the automobile contracts. In addition, we are entitled to the cash flows from the trusts that represensamtidetio
automobile contracts in excess of the amounts required to pay principal and interest on-theccksdetecurities, base servicing
fees, and certain other fees and expenses (such as trustee and custodial fees). Required principal paymentsbaickbd asset
notes are generally defined as the payments sufficient to keep the principal balance of such notes equal to the aggpadate pri
balance of the related automobile contracts (excluding those automobile contracts that have been charged®ffgterraiped
percentage of such balance. Where that percentage is less than 100%, the related securitization agreements require accelerate
payment of principal until the principal balance of the abseked securities is reduced to the specified peagenSuch
accelerated principal payment is said to create overcollateralization of thbadeed notes.

If the amount of cash required for payment of fees, expenses, interest and principal on the sebiackestabtes
exceeds the amount collectédring the collection period, the shortfall is withdrawn from the spread account, if any. If the cash
collected during the period exceeds the amount necessary for the above allocations plus required principal payments on the
subordinated asséicked notesand there is no shortfall in the related spread account or the required overcollateralization level,
the excess is released to us. If the spread account and overcollateralization is not at the required level, then #sh excess ¢
collected is retained ithe trust until the specified level is achieved. Although spread account balances are held by the trusts on
behalf of our specigburpose subsidiaries as the owner of the residual interests (in the case of securitization transactions structure
as salesdr financial accounting purposes) or the trusts (in the case of securitization transactions structured as secured financings
for financial accounting purposes), we are restricted in use of the cash in the spread accounts. Cash held in thesadrious spr
accounts is invested in high quality, liquid investment securities, as specified in the securitization agreements. Thatanterest
payable on the automobile contracts is significantly greater than the interest rate on thackeskhotes. As a resulgetresidual
interests described above historically have been a significant asset of ours.

In all of our term securitizations and warehouse credit facilities, whether treated as secured financings or as sades, we ha
sold the automobile contracts (thréug subsidiary) to the securitization entity. The difference between the two structures is that in
securitizations that are treated as secured financings we report the assets and liabilities of the securitizatiorrtrust on ou
consolidated balance sheet.dén both structures, recourse to us by holders of the-basked securities and by the trust, for
failure of the automobile contract obligors to make payments on a timely basis, is limited to the automobile contraasrinclud
the securitizations or wahouse credit facilities, the spread accounts and our retained interests in the respective trusts.

Accrual for Contingent Liabilities

We are routinely involved in various legal proceedings resulting from our consumer finance activities and grattices,
continuing and discontinued. Our legal counsel has advised us on such matters where, based on information availaideoét the ti
this report, there is an indication that it is both probable that a liability has been incurred and the amourdso€#melde
reasonably determined.

We have recorded a liability as of December 31, 2017, which represents our best estimate of probable incurred losses fo
legal contingencies at that date. The amount of losses that may ultimately be incurred cartimoatesl egith certainty. However,
based on such information as is available to us, we believe that the range of reasonably possible losses for the diéygs procee
and contingencies described or referenced above, as of December 31, 2017, and in éeéabibifyt we have recorded, does
not exceed $1 million.

Accordingly, we believe that the ultimate resolution of such legal proceedings and contingencies, after taking into accoun
our current litigation reserves, should not have a material adveest @ff our consolidated financial condition. We note,
however, that in light of the uncertainties inherent in contested proceedings, there can be no assurance that thealiitroate re



of these matters will not significantly exceed the reserves wedtavaed; as a result, the outcome of a particular matter may be
material to our operating results for a particular period, depending on, among other factors, the size of the lo$g ionpiasdd
and the level of our income for that period.

Income Taes

We account for income taxes under the asset and liability method, which requires the recognition of deferred tax assets
and liabilities for the expected future tax consequences of events that have been included in the financial statemémits. Under
method, deferred tax assets and liabilities are determined based on the differences between the financial statemieasésasfd tax
assets and liabilities using enacted tax rates in effect for the year in which the differences are expected tdecetfesz.of a
change in tax rates on deferred tax assets and liabilities is recognized in income in the period that includes thedatectment

Deferred tax assets are recognized subject t.évamationage me
allowance is recognized for a deferred tax asset if, based on the weight of the available evidence, it is more liketh&ban no
some portion of the deferred tax asset will not be realized. In making such judgements, significant geightdsevidence that
can be objectively verified.

Our net deferred tax asset of $32.4 million consists of approximately $22.8 million of net U.S. federal deferred tax assets
and $9.6 million of net state deferred tax assets. The major componentslefaited tax asset are $5.8 million in net operating
loss carryforwards and built in losses and $23.2 million in net deductions which have not yet been taken on a tax return.

As of December 31, 2017, we had net operating loss carryforwards for statesitax purposes of $12.3 million. These
state net operating losses begin to expire in 2018.

In determining the possible future realization of deferred tax assets, we have considered future taxable income from the
following sources: (a) reversal of taxaltemporary differences; and (b) forecasted future net earnings from operations. Based
upon those considerations, we have concluded that it is more likely than not that the U.S. and state net operatinfgtassdcarry
periods provide enough time to i## the deferred tax assets pertaining to the existing net operating loss carryforwards and any
net operating loss that would be created by the reversal of the future net deductions which have not yet been taketuom a tax
Our estimates of taxabledame are forwardboking statements, and there can be no assurance that our estimates of such taxable
income will be correct. Factors discussed under "Risk Factors," and in particular under the subheading "Risk Fatarst
Looking Statements" mayfafct whether such projections prove to be correct.

We recognize interest and penalties related to unrecognized tax benefits within the income tax expense line in the
accompanying consolidated statements of operations. Accrued interest and penattdadee within the related tax liability
line in the consolidated balance sheets.

On December 22, 2017, the U.S. government enacted comprehensive tax legislation commonly referred to as the Tax
Cuts and Jobs Act (the 0 Tederal dipdrate)income taxeratelframt 35% o 21%r whichpbegineingt h
in 2018, will decrease our income tax expense. While the Tax Act will positively impact our earnings in future periodgrthe |
tax rate required us to remeasure our federal deferredsetsaand liabilities. This resulted in an income tax charge of $15.1
million for 2017.

Uncertainty of Capital Markets and General Economic Conditions

We depend upon the availability of warehouse credit facilities and access-etonfinancing thragh the issuance of
assethacked securities collateralized by our automobile contracts. Since 1994, we have completed 76 term securitizations of
approximately $12.3 billion in contracts. From the fourth quarter of 2007 through the end of 2009, we obyaeeetented
adverse changes in the market for securitized pools of automobile contracts. These changes included reduced liquidity, and
reduced demand for asdscked securities, particularly for securities carrying a financial guaranty and for setadied by
subprime automobile receivables. Moreover, during that period many of the firms that previously provided financial guarantees,
which were an integral part of our securitizations, suspended offering such guarantees. These adverse change® caused
conserve liquidity by significantly reducing our purchases of automobile contracts. However, since September 2009 we have
established new funding facilities and gradually increased our contract purchases and the frequency and amount of our term
secuitizations.

Financial Covenants
Certain of our securitization transactions and our warehouse credit facilities contain various financial covenants requiring

certain minimum financial ratios and results. Such covenants include maintaining minimum levels of liquidity and netdworth an
notexceeding maximum leverage levels. In addition, certain securitization argkooritization related debt contain craefault



provisions that would allow certain creditors to declare a default if a default occurred under a different facility. éasrdfdde
31, 2017 we were in compliance with all such financial covenants.

Results of Operations
Comparison of Operating Results for the year ended December 31, 2017 with the year ended December 31, 2016

RevenuesDuring the year ended December 31, 204 revenues were $434.4 million, an increase of $12.1 million, or
2.9%, from the prior year revenues of $422.3 million. The primary reason for the increase in revenues is an increase in inter
income. Interest income for the year ended December 3%, iB0reased $15.2 million, or 3.7%, to $424.2 million from $409.0
million in the prior year. The primary reason for the increase in interest income is the increase in finance receivalyles held
consolidated subsidiaries, which increased from $2,307IBmét December 31, 2016 to $2,333.5 million at December 31, 2017.

Other income decreased by $3.1 million, or 23.2%, to $10.2 million in the year ended December 31, 2017 from
$13.3million during the prior year. The decrease in other income resulteddrdecrease of $2.8 million in revenues associated
with direct mail and other related products and services that we offer to our dealers, a decrease of $245,000 in payments fro
third-party providers of convenience fees paid by our customers for web dagdether electronic payments and a decrease of
$203,000 in recoveries on previously charged off receivables.

ExpensesOur operating expenses consist largely of provision for credit losses, interest expense, employee costs and general an
administratve expenses. Provision for credit losses and interest expense are significantly affected by the volume of automobile
contracts we purchased during the trailingni@nth period and by the outstanding balance of finance receivables held by
consolidated subdiaries. Employee costs and general and administrative expenses are incurred as applications and automobile
contracts are received, processed and serviced. Factors that affect margins and net income include changes in thamditomobile
automobile financenarket environments, and macroeconomic factors such as interest rates and changes in the unemployment
level.

Employee costs include base salaries, commissions and bonuses paid to employees, and certain expenses related to the
accounting treatment of otésding stock options, and are one of our most significant operating expenses. These costs (other than
those relating to stock options) generally fluctuate with the level of applications and automobile contracts processéckdnd se

Other operating gpenses consist largely of facilities expenses, telephone and other communication services, credit
services, computer services, marketing and advertising expenses, and depreciation and amortization.

Total operating expenses were $402.3 million for the gaded December 31, 2017, compared to $372.6 million for the
prior year, an increase of $29.7 million, or 8.0%. The increase is primarily due to the increase in interest expernse f@rovisi
credit losses and servicing costs.

Employee costs increasbg $7.4 million or 11.3%, to $73.0 million during the year ended December 31, 2017,
representing 18.1% of total operating expenses, from $65.5 million for the prior year, or 17.6% of total operating &pérnges.
the year ended December 31, 2017, weedd8lervicing staff to accommodate the increase in the number of accounts in our
managed portfolio. The table below summarizes our employees by category as well as contract purchases and units irdour mana
portfolio as of, and for the years ended, Decandtie 2017 and 2016:

December 31 December 31

2017 2016
Amount Amount
($ in millions)
Contracts purchased (dollars) $ 859.1 % 1,088.¢
Contracts purchased (units) 52,64: 66,52'
Managed portfolimutstanding (dollars) $ 2,333 $ 2,308.:
Managed portfolio outstanding (units) 177,76( 169,72(
Number of Originations staff 212 21¢
Number of Marketing staff 12C 114
Number of Servicingtaff 572 547
Number of other staff 9k 8¢
Total number of employees 99¢ 96(

General and administrative expenses include costs associated with purchasing and servicing our portfolio of finance
receivables, includingxpenses for facilities, credit services, and telecommunications. General and administrative expenses were



$26.6 million, an increase of $1.8 million, or 7.0%, compared to the previous year and represented 6.6% of total operating
expenses.

Interest expese for the year ended December 31, 2017 increased by $12.4 million to $92.3 million, or 15.5%, compared
to $79.9 million in the previous year.

Interest on securitization trust debt increased by $13.9 million, or 20.1%, for the year ended Decemtér 31, 20
compared to the prior year. The average balance of securitization trust debt increased 4.7% to $2,172.1 million at ecember 3
2017 compared to $2,075.1 million at December 31, 2016. In addition, the blended interest rates on our term secustizations h
generally increased since June 2014. As a result, the cost of securitization debt during the year ended December 31, 2017 was
3.8%, compared to 3.3% in the prior year period. For any particular quarterly securitization transaction, the blendemdsst of
is ultimately the result of many factors including the market interest rates for benchmark swaps of various maturitieghadmins
our bonds are priced and the margin over those benchmarks that investors are willing accept, which in turncédibffue
investor demand for our bonds at the time of the securitization. These and other factors have resulted in a generatdrend tow
higher securitization trust debt interest costs since June 2014, although that trend has reversed somewhatGlce Aaly 2
blended interest rates of our recent securitizations are summarized in the table below:

Blended Cost of Funds on Recent Ass@&acked Term Securitizations
Blended Cost of

Period Funds
June 2014 2.37%
September 2014 2.71%
December 2014 3.07%
March 2015 3.04%
June 2015 3.18%
September 2015 3.78%
January 2016 4.34%
April 2016 4.65%
July 2016 4.48%
October 2016 3.66%
January 2017 3.91%
April 2017 3.45%
July 2017 3.52%
October 2017 3.39%

The annualizedverage rate on our securitization trust debt was 3.8% for the year ended December 31, 2017 compared tc
3.3% in the prior year. The annualized average rate is influenced by the manner in which the underlying securitizatinodgrust
are repaid. The ratends to increase over time on any particular securitization since the structures of our securitization trusts
generally provide for sequential repayment of the shorter term, lower interest rate bonds before the longer term, reistheténte
bonds.

Interest expense on our subordinated debt decreased by $20,000, or 1.5%, for the year ended December 31, 2017
compared to the prior year. The reduction was the result of a decrease in the average interest rate on our subordaidéed renew
notes from 8.3%dr the year ended December 31, 2017 to 8.9% for the year ended December 31, 2016. This decrease was mostl
offset by an increase in the average balance of the notes from $15.1 million in the prior year to $16.0 million foetidegear
December 31, 2017.

Interest expense on residual interest financing was $6.4 million in the year ended December 31, 2016. This debt was
repaid in full in November 2016.

Interest expense on warehouse lines of credit decreased by $636,000, or 7.4% for the year ended Bl 2iiF
compared to the prior year. The decrease is due primarily to lower utilization of our warehouse lines in 2017 compded to 201

The following table presents the components of interest income and interest expense and a net interestsigefdranal
the years ended December 31, 2017 and 2016:

Year Ended December 31,

2017 2016
(Dollars in thousands)
Annualized Annualized
Average Average Average Average

Balance (1) Interest Yield/Rate  Balance (1) Interest Yield/Rate




Interest Earning Assets

Finance receivables gross (2) $ 2,299,21 $ 424,17- 184% $ 2,188,85 $ 408,99t 18.7%
Interest Bearing Liabilities

Warehouse lines of credit $ 62,35: 7,93 12.7% $ 76,20¢ 8,56¢ 11.2%

Residual interest financing T T T 6,41: 84¢ 13.2%

Securitization trust debt 2,172,14 83,08: 3.8% 2,075,12 69,17¢ 3.3%

Subordinated renewable notes 16,02¢ 1,32¢ 8.3% 15,06: 1,34¢ 8.9%
$ 2,250,52 92,34t 41% $ 2,172,811 79,94. 3.7%

Net interest income/spread $ 331,82 $ 329,05!

Net interest margin (3) 14.4% 15.0%

Ratio of average interest earnir
assets to average interest
bearing liabilities 102% 101%

(1) Average balances are based on month end balances except for warehouse lines of credit, basetl aredaily balances.
(2) Net of deferred fees and direct costs.
(3) Net interest income divided by average interest earning assets.

Year Ended December 31, 2017
Compared to December 31, 2016

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

Finance receivables gross $ 15,17¢ $ 20,62: $ (5,444
Interest Bearing Liabilities

Warehouse lines of credit (63€) (1,55¢) 922
Residuainterest financing (84€) (84¢€) T
Securitization trust debt 13,90¢ 3,23¢ 10,67:
Subordinated renewable notes (20) 86 (10€)
12,40: 91¢€ 11,48t
Net interestncome/spread $ 2,77 $ 19,70¢ $ (16,9379

Provision for credit losses was $186.7 million for the year ended December 31, 2017, an increase of $8.2 million, or 4.6%
compared to the prior year and represented 46.4% of total operating expéespsovision for credit losses maintains the
allowance for finance credit losses at levels that we feel are adequate for probable incurred credit losses that cablye reaso
estimated. Our approach for establishing the allowance requires greater apfiguatgsion for credit losses early in the terms of
our finance receivables, and also takes into account the performance of the receivables. Consequently, the increase in provis
expense is the result of the larger portfolio owned by our consolidabsitigaries compared to the prior year and an adverse trend
in the performance of our receivables.

Marketing expenses consist primarily of commisdi@ased compensation paid to our employee marketing
representatives. Our marketing representatives esafasy plus commissions based on volume of contract purchases and sales of
ancillary products and services that we offer our dealers, such as training programs, internet lead sales, and dodattsail pr
Marketing expenses decreased by $2.2 millior,204%, to $15.6 million during the year ended December 31, 2017, compared to
$17.8 million in the prior year, and represented 3.9% of total operating expenses. For the year ended December 31, 2017, we
purchased 52,643 contracts representing $859.1 millioeceivables compared to 66,527 contracts representing $1,088.8 million
in receivables in the prior year.

Occupancy expenses increased by $2.0 million or 38.1%, to $7.2 million compared to $5.2 million in the previous year
and represented 1.8% of tbtaerating expenses. The increase in occupancy expense is a result of leases for additional office
space in Irvine, California and Las Vegas, Nevada.

Depreciation and amortization expenses increased by $157,000 or 20.2%, to $934,000 compared tar$#7&,000
previous year and represented 0.1% of total operating expenses.

For the year ended December 31, 2017, we recorded income tax expense of $28.3 million, representing an effective
income tax rate of 88.3%. This includes $15.1 million of incomeigoense related to the effects of the Tax Act, which are



required to be recorded in the period of enactment. Excluding the impact of the Tax Act, the effective tax rate for 20tae/oul
been 41.1%. In 2016, we recorded $20.4 million of income tax egpegresenting a 41.0% effective income tax rate.

Comparison of Operating Results for the year ended December 31, 2016 with the year ended December 31, 2015

RevenuesDuring the year ended December 31, 2016, our revenues were $422.3 million, aserofr$58.6 million, or
16.1%, from the prior year revenues of $363.7 million. The primary reason for the increase in revenues is an increesk in inte
income. Interest income for the year ended December 31, 2016 increased $59.1 million, or 16.0%Qtmiflibn from $349.9
million in the prior year. The primary reason for the increase in interest income is the increase in finance receivélyles held
consolidated subsidiaries, which increased from $2,031.1 million at December 31, 2015 to $2,30n.amnkcember 31, 2016.
The table below shows the average balances of our portfolio held by consolidated subsidiaries for the year ended December 31,
2016 and 2015:

Average Balances for the Year Ende

December 31, December 31,
2016 2015
Amount Amount
Finance Receivables Owned by ($ in millions)
Consolidated Subsidiaries
CPS Originated Receivables $ 2,225¢ % 1,844t
Fireside ) 0.4
Total $ 2,225¢ $ 1,844.¢

Other income decreased by $452,000, or 3.3%, to $13.3 million in the year ended December 31, 2016 froiti&i3.7
during the prior year. The decrease consists of an decrease of $532,000 in servicing fees and recoveries we earrsaveportfolio
service or third parties and a decrease of $465,000 in payments frorpuitgl providers of convenience fees paid by our
customers for web based and other electronic payments. The decreases were somewhat offset by increases of $275,000 associc
with direct mal and other related products and services that we offer to our dealers and an increase of $195,000 in sales tax
refunds.

ExpensesOur operating expenses consist largely of provision for credit losses, interest expense, employee costs and general an
administrative expenses. Provision for credit losses and interest expense are significantly affected by the volume otautomobil
contracts we purchased during the trailingmM@nth period and by the outstanding balance of finance receivables held by
consolicated subsidiaries. Employee costs and general and administrative expenses are incurred as applications and automobile
contracts are received, processed and serviced. Factors that affect margins and net income include changes in thamditomobile
automobié finance market environments, and macroeconomic factors such as interest rates and changes in the unemployment
level.

Employee costs include base salaries, commissions and bonuses paid to employees, and certain expenses related to the
accounting treatnme of outstanding stock options, and are one of our most significant operating expenses. These costs (other thar
those relating to stock options) generally fluctuate with the level of applications and automobile contracts processéckdnd se

Other oprating expenses consist largely of facilities expenses, telephone and other communication services, credit
services, computer services, marketing and advertising expenses, and depreciation and amortization.

Total operating expenses were $372.6 millionthe year ended December 31, 2016, compared to $302.3 million for the
prior year, an increase of $70.4 million, or 23.3%. The increase is primarily due to the increase in the amount of m&swemntra
purchased, the resulting increase in our consolidatetfolio and associated interest expense, servicing costs, and the related
increase in our provision for credit losses.

Employee costs increased by $6.0 million or 10.1%, to $65.5 million during the year ended December 31, 2016,
representing 17.6% abtal operating expenses, from $59.6 million for the prior year, or 19.7% of total operating expenses. Since
2010, we have added employees in our Originations and Marketing departments to accommodate the increase in contract
purchases. More recently, waue also added Servicing staff to accommodate the increase in the number of accounts in our
managed portfolio. The table below summarizes our employees by category as well as contract purchases and units irdour mana
portfolio as of, and for the yearsdad, December 31, 2016 and 2015:

December 31, December 31,
2016 2015
Amount Amount

($ in millions)



Contracts purchased (dollars) $ 1,088 $ 1,060.!
Contracts purchased (units) 66,527 64,13(
Managedportfolio outstanding (dollars) $ 2,308.. $ 2,031.
Managed portfolio outstanding (units) 169,72( 149,15¢
Number of Originations staff 21¢ 242
Number of Marketing staff 114 14C
Number ofServicing staff 54z 487
Number of other staff 89 6E
Total number of employees 96( 93¢

General and administrative expenses include costs associated with purchasing and servicing our portfolio of finance
receivablesincluding expenses for facilities, credit services, and telecommunications. General and administrative expenses were
$24.8 million, an increase of $4.7 million, or 23.2%, compared to the previous year and represented 6.7% of total operating
expenses.

Interest expense for the year ended December 31, 2016 increased by $22.2 million to $79.9 million, or 38.4%, compared
to $57.7 million in the previous year.

Interest on securitization trust debt increased by $20.5 million, or 42.3%, for the year endebddd&¥£r8016
compared to the prior year. The average balance of securitization trust debt increased 22.2% to $2,075.1 million at3december
2016 compared to $1,698.8 million at December 31, 2015. In addition, the blended interest rates on our tézatisesunave
generally increased since June 2014. As a result, the cost of securitization debt during the year ended December 31, 2016 was
3.3%, compared to 2.9% in the prior year period. For any particular quarterly securitization transaction, ¢ldecbletrmaf funds
is ultimately the result of many factors including the market interest rates for benchmark swaps of various maturitieghadmeins
our bonds are priced and the margin over those benchmarks that investors are willing accept, whidk influemced by
investor demand for our bonds at the time of the securitization. These and other factors have resulted in a generatdrend tow
higher securitization trust debt interest costs since June 2014, although that trend has reversed soosehhat2016. The
blended interest rates of our recent securitizations are summarized in the table below:

Blended Cost of Funds on Recent Ass@&acked Term Securitizations

Period Blended Cost of Funds

June 2014 2.37%
September 2014 2.71%
December 2014 3.07%
March 2015 3.04%
June 2015 3.18%
September 2015 3.78%
January 2016 4.34%
April 2016 4.65%
July 2016 4.48%
October 2016 3.66%

Interest expense on our subordinated debt decreased by $234,000, or 14.8%efar émeled December 31, 2016
compared to the prior year. The reduction was the result of our decreasing the average interest rate on our subondatated rene
notes from 10.5% for the year ended December 31, 2015 to 8.9% for the year ended Decembér 31, 20

Interest expense on residual interest financing decreased $559,000, or 39.7% in the year ended December 31, 2016
compared to the prior year. The decrease is due to the repayments on that facility during the year, including repalyment in fu
Novemter 2016.

Interest expense on warehouse lines of credit increased by $2.4 million, or 39.9% for the year ended December 31, 2016
compared to the prior year. The increase is due primarily to greater utilization of our warehouse lines in 2016 confi&red to 2
a result of our change from conducting our term securitizations primarily at the beginning of the calendar quartertine?016 ra
than at the end of the calendar quarter as we did in 2015.

The following table presents the components of inténestme and interest expense and a net interest yield analysis for
the years ended December 31, 2016 and 2015:

Year Ended December 31,
2016 2015
(Dollars in thousands)




Annualized Annualized
Average Average Average Average
Balance (1) Interest Yield/Rate  Balance (1) Interest Yield/Rate
Interest Earning Assets
Finance receivables gross (2) $ 2,188,85 $ 408,991 18.7% $ 1,819,07 $ 349,91. 19.2%
Interest Bearing Liabilities
Warehouse lines of credit $ 76,20¢ 8,56¢ 112% $ 62,10« 6,127 9.9%
Residual interest financing 6,41 84¢ 13.2% 10,94¢ 1,40¢ 12.8%
Securitization trust debt 2,075,12 69,17¢ 3.3% 1,698,77 48,63 2.9%
Subordinated renewable notes 15,06: 1,34¢ 8.9% 15,10: 1,582 10.5¥%
$ 2,172,81 79,94: 3.7% $ 1,786,93 57,74¢ 3.2%
Net interest income/spread $ 329,05! $ 292,16°
Net interest margin (3) 15.0% 16.1%
Ratio of average interest earnir
assets to average interest
bearing liabilities 101% 102%

(1) Averagebalances are based on month end balances except for warehouse lines of credit, which are based on daily be
(2) Net of deferred fees and direct costs.
(3) Netinterest income divided by average interest earning assets.

Year Ended December 31, 2016
Compared to December 31, 2015

Total Change Due Change Due
Change to Volume to Rate
Interest Earning Assets (In thousands)
Finance receivables gross $ 59,08: $ 71,13 $ (12,04¢)
Interest Bearing Liabilities

Warehouse lines of credit 2,44; 1,391 1,051
Residual interest financing (559) (582) 23
Securitization trust debt 20,54° 10,77« 9,77:
Subordinated renewabiwtes (234) (4 (230)
22,19¢ 11,57¢ 10,61°

Net interest income/spread $ 36,88¢ $ 59,55: $ (22,669)

Provision for credit losses was $178.5 million for the year ended Decemi813%],,an increase of $35.9 million, or
25.2% compared to the prior year and represented 47.9% of total operating expenses. The provision for credit lossethenaintains
allowance for finance credit losses at levels that we feel are adequate for probatrklicredit losses that can be reasonably
estimated. Our approach for establishing the allowance requires greater amounts of provision for credit losses eamygsrothe t
our finance receivables, and also takes into account the performance otttialles. Consequently, the increase in provision
expense is the result of the increase in contract purchases during the last year, the larger portfolio owned by otedonsolida
subsidiaries compared to the prior year, and an adverse trend in the pec®whaur receivables, which we believe is consistent
with the aging of our portfolio and may also be related to certain procedural changes in our servicing practices tlogtiredre re
by a consent decree to which we became subject in June 2014.

Markeing expenses consist primarily of commisshmased compensation paid to our employee marketing
representatives. Our marketing representatives earn a salary plus commissions based on volume of contract purchasés and sale
ancillary products and servicdsat we offer our dealers, such as training programs, internet lead sales, and direct mail products.
Marketing expenses increased by $348,000, or 2.0%, to $17.8 million during the year ended December 31, 2016, compared to
$17.5 million in the prior year,ral represented 4.8% of total operating expenses. For the year ended December 31, 2016, we
purchased 66,527 contracts representing $1,088.8 million in receivables compared to 64,130 contracts representing $1,060.5
million in receivables in the prior year.

Occupancy expenses increased by $1.1 million or 27.0%, to $5.2 million compared to $4.1 million in the previous year
and represented 1.4% of total operating expenses. In July 2015, we entered into a lease for additional office space in Irvine
California. We then occupied that space, and incurred incremental occupancy expense, in phases. The first phase was in July 20
and the second and final phase was in April 2016.



Depreciation and amortization expenses increased by $140,000 or 22.0%, to $7@hpaced to $637,000 in the
previous year and represented 0.2% of total operating expenses.

For the year ended December 31, 2016, we recorded income tax expense of $20.4 million, representing a 41.0% effectiv
income tax rate. In the prior year, we rea&26.7 million of income tax expense, representing a 43.5% effective income tax
rate.

Liquidity and Capital Resources
Liquidity

Our business requires substantial cash to support our acquisitions of automobile contracts and otherasfieitimg
Our primary sources of cash have been cash flow from operating activities, including proceeds from term securitization
transactions and other sales of automobile contracts, amounts borrowed under warehouse credit facilities, servicing fees on
portfolios of automobile contracts previously sold in securitization transactions or serviced for third parties, custoemispaEym
principal and interest on finance receivables, fees for origination of automobile contracts, and releases of cashifized secu
portfolios of automobile contracts in which we have retained a residual ownership interest and the related spread accounts. O
primary uses of cash have been the acquisitions of automobile contracts, repayment of securitization trust debt, sgépayme
amounts borrowed under warehouse credit facilities, operating expenses such as employee, interest, occupancy expenses and o
general and administrative expenses, the establishment of spread accounts and initial overcollateralization, ihanyciease
of credit enhancement to required levels in securitization transactions, and income taxes. There can be no assurmediyhat int
generated cash will be sufficient to meet our cash demands. The sufficiency of internally generated casbndibbial the
performance of securitized pools (which determines the level of releases from those portfolios and their related sprsad accou
the rate of expansion or contraction in our managed portfolio, and the terms upon which we are able to geltchaddyorrow
against automobile contracts.

Net cash provided by operating activities for the years ended December 31, 2017, 2016 and 2015 was $215.6 million,
$196.3 million and $187.6 million, respectively. Net cash from operating activities isatjgpeovided by net income from
operations adjusted for significant roash items such as our provision for credit losses and accretion of deferred acquisition fees.

Net cash used in investing activities for the years ended December 31, 2017, 2206%nas $209.8 million, $444.5
million and $441.3 million, respectively. Cash provided by investing activities primarily results from principal paymestteeand
proceeds received on finance receivables held for investment. Cash used in investimesaygiverally relates to acquisitions of
finance receivables. Acquisitions of finance receivables held for investment were $859.1 million, $1,088.8 million andl $1,060
million in 2017, 2016 and 2015, respectively. The results for 2015 also reflecteasieaf $69.3 million in restricted cash. Our
restricted cash balance at December 31, 2014 included $85.3 million from the proceeds of the sale ebtmkedssites that
were held by the trustee pending delivery of the remaining receivables. Sinlde meg do a securitization in December 2015,
2016 or 2017, there was no related amount of restricted cash representingftimelipig proceeds.

Net cash used in financing activities for the year ended December 31, 2017 was $7.0 million. Net casth lpyovid
financing activities for the years ended December 31, 2016 and 2015 was $242.8 million and $255.2 million, respectively. Cash
used or provided by financing activities is primarily attributable to the repayment or issuance of debt, and in particular,
securitization trust debt and portfolio acquisition financing. We issued $852.6 million in new securitization trust dg&bt in 2
compared to $1,197.5 million in 2016 and $795.0 million in 2015. Repayments of securitization debt were $851.2 mill@n, $834.
million and $662.0 million in 2017, 2016 and 2015, respectively.

We purchase automobile contracts from dealers for a cash price approximating their principal amount, adjusted for an
acquisition fee which may either increase or decrease the automoltitect@urchase price. Those automobile contracts generate
cash flow, however, over a period of years. As a result, we have been dependent on warehouse credit facilities to purchase
automobile contracts and on access to the dsssded securitization markor longterm financing of our portfolio of automobile
contracts. In addition, from time to time, we have relied on the availability of cash from outside sources in ordeetodinanc
continuing operations, as well as to fund the portion of automobitaact purchase prices not financed under revolving
warehouse credit facilities.

The acquisition of automobile contracts for subsequent financing in securitization transactions, and the need to fund
spread accounts and initial overcollateralizatioany, and increase credit enhancement levels when those transactions take place,
results in a continuing need for capital. The amount of capital required is most heavily dependent on the rate of oileautomob
contract purchases, the required level ofahitredit enhancement in securitizations, and the extent to which the previously
established trusts and their related spread accounts either release cash to us or capture cash from collectionsdn securitize
automobile contracts. Of those, the factor nsndtject to our control is the rate at which we acquire automobile contracts.



We are and may in the future be limited in our ability to purchase automobile contracts due to limits on our capital. As of
December 31, 2017, we had unrestricted cash of7$billion. We had an aggregate of $187.6 million available under our three
$100 million warehouse credit facilities (subject to available eligible collateral and our own capital). During 2017 ve¢ecbmpl
four securitizations aggregating $870.0 milliorreceivables, and we intend to continue completing securitizations regularly
during 2018, although there can be no assurance that we will be able to do so. Our plans to manage our liquidity include
maintaining our rate of automobile contract purchaseseatehthat matches our available capital, and, as appropriate, minimizing
our operating costs. If we are unable to complete such securitizations, we may be unable to increase our rate of automobile
contract purchases, in which case our interest incomethed portfolio related income could decrease.

Our liquidity will also be affected by releases of cash from the trusts established with our securitizations. While the
specific terms and mechanics of each spread account vary among transactions, tizaseauagreements generally provide that
we will receive excess cash flows, if any, only if the amount of credit enhancement has reached specified levels and the
delinquency, defaults or net losses related to the automobile contracts in the poohaieeheio predetermined levels. In the
event delinquencies, defaults or net losses on the automobile contracts exceed such levels, the terms of the se@unitization:
require increased credit enhancement to be accumulated for the particular pdah ceftain circumstances, may permit the
transfer of servicing on some or all of the automobile contracts to another servicer. There can be no assurance ahatfoottecti
the related trusts will continue to generate sufficient cash.

We have and it continue to have a substantial amount of indebtedness. At December 31, 2017, we had approximately
$2,212.2 million of debt outstanding. Such debt consisted primarily of $2,083.2 million of securitization trust debindiidr2.4
of warehouse lines afredit, and $16.6 million in subordinated renewable notes. We are also currently offering the subordinated
notes to the public on a continuous basis, and such notes have maturities that range from three months to 10 years.

Although we believe we ar@ble to service and repay our debt, there is no assurance that we will be able to do so. If our
plans for future operations do not generate sufficient cash flows and earnings, our ability to make required paymeddbton our
would be impaired. Failure foay our indebtedness when due could have a material adverse effect and may require us to issue
additional debt or equity securities.

Contractual Obligations

The following table summarizes our material contractual obligations as of December 31, 21813 ifdthousands):

Payment Due by Period (1)

Less than 2to3 4t05 More than

Total 1 Year Years Years 5 Years
Long Term Debt (2) $ 16,56¢ $ 8,40¢ $ 455¢ 3 1,97 % 1,62¢
Operating Leases $ 3393 % 6,49 $ 13,50C $ 12,320 $ 1,61¢

(1) Securitization trust debt, in the aggregate amount of $2,083.2 million as of December 31, 2017, is omitted from this
because it becomes due as and whemelated receivables balance is reduced by payments and chéfigdExpected
payments, which will depend on the performance of such receivables, as to which there can be no assurance, are 9
million in 2018, $612.3 million in 2019, $362.5 million in22) $179.3 million in 2021, $49.5 million in 2022, and $5.9
million in 2023.

(2) Longterm debt represents subordinated renewable notes.

We anticipate repaying debt due in 2018 with a combination of cash flows from operations and the j3stganied of new debt.
Warehouse Credit Facilities

The terms on which credit has been available to us for purchase of automobile contracts have varied in recent years, as
shown in the following summary of our warehouse credit facilities:

Facility Established in May 2012Dn May 11, 2012, we entered into a $100 million-gear warehouse credit line with
Citibank, N.A. The facility is structured to allow us to fund a portion of the purchase price of automobile contractsvaipdporr
from a credit faility to our consolidated subsidiary Page Eight Funding, LLC. The facility provides for effective advances up to
86.0% of eligible finance receivables. The loans under the facility accrue interestrabotieLIBOR plus 5.50% per annum,
with a minimum rée of 6.25% per annum. In August 2016, this facility was amended to extend the revolving period to August
2018 and to include an amortization period through August 2019 for any receivables pledged to the facility at the end of the
revolving period. At Deamber 31, 2017 there was $77.5 million outstanding under this facility.

Facility Established in April 20180n April 17, 2015, we entered into an additional $100 millionyeer warehouse
credit line with Fortress Investment Group. The facility is stmext to allow us to fund a portion of the purchase price of



automobile contracts by borrowing from a credit facility to our consolidated subsidiary Page Six Funding, LLC. The facility
provides for effective advances up to 88.0% of eligible finance redes/abhe loans under the facility accrue interest at one
month LIBOR plus 5.50% per annum, with a minimum rate of 6.50% per annum. In April 2017, this facility was amended to
extend the revolving period to April 2019 followed by an amortization periodigitwrépril 2021 for any receivables pledged to
the facility at the end of the revolving period. At December 31, 2017 there was $25.6 million outstanding under this facility

Facility Established in November 2018n November 24, 2015, we entered into ddigonal $100 million one/ear
warehouse credit line with affiliates of Credit Suisse Group and Ares Management LP. The facility is structured to @fomdus t
a portion of the purchase price of automobile contracts by borrowing from a credit tacdity consolidated subsidiary Page
Nine Funding, LLC. The facility provides for effective advances up to 88.0% of eligible finance receivables, or up t@B80.0% f
certain other receivables. The loans under the facility accrue interest at a commerciedtegpas 6.75% per annum, with a
minimum rate of 7.75% per annum. In November 2017, this facility was amended to extend the revolving period to November
2019 followed by an amortization period through November 2021 for any receivables pledged tititthatftee end of the
revolving period. At December 31, 2017 there was $11.1 million outstanding under this facility.

Capital Resources

Securitization trust debt is repaid from collections on the related receivables, and becomes due in accdndnce wit
terms as the principal amount of the related receivables is reduced. Although the securitization trust debt also hesfalgdrnat
maturity dates, those dates are significantly later than the dates at which repayment of the related recaiviadifetesl, and at
no time in our history have any of our sponsored dsaeked securities reached those alternative final maturities.

The acquisition of automobile contracts for subsequent transfer in securitization transactions, and the nespreaéund
accounts and initial overcollateralization, if any, when those transactions take place, results in a continuing netd. foheapi
amount of capital required is most heavily dependent on the rate of our automobile contract purchases, thievetiafriitial
credit enhancement in securitizations, and the extent to which the trusts and related spread accounts either releas® cash to
capture cash from collections on securitized automobile contracts. We plan to adjust our levels ofilautontodict purchases
and the related capital requirements to match anticipated releases of cash from the trusts and related spread accounts.

Capitalization

Over the period from January 1, 2015 through December 31, 2017 we have managed our tapitlissuing and
refinancing debt as summarized in the following table:

Year Ended December 31,
2017 2016 2015
(Dollars in thousands)

RESIDUAL INTEREST FINANCING:

Beginning balance [ 9,04z 3 12,32}
Issuances T T T
Payments T (9,042 (3,285

Ending balance i $ i $ 9,04:

SECURITIZATION TRUST DEBT:

Beginning balance 2,080,900 $ 1,731,590 $ 1,598,49
Issuances 852,61! 1,197,51! 795,00(
Payments (851,19)) (834,88() (661,96()
Amortization of discount T 2C 62
Reclassification of deferred financing costs | (11,579 i
Capitalization of deferred financing costs (6,109 (8,367%) T
Amortization of deferred financing costs 6,997 6,59: T

Ending balance 2,083,21! $ 2,080,900 $ 1,731,59

SUBORDINATED RENEWABLE NOTES:

Beginning balance 14,94¢  $ 15,13¢ $ 15,23:
Issuances 4,08: 2,911 1,557
Payments (2,466 (3,100 (1,646

Ending balance 16,56¢ $ 14,94¢  $ 15,13¢

DEBT SECURED BY RECEIVABLES MEASURED AT FAIR

VALUE:




Beginning balance $ % [ 1,25(
Payments | T (1,250
Accretion of premium T T T
Mark to fair value T T T

Ending balance $ i $ [ i

Residual Interest Financing.

In April 2013, we established a fiseear $20 million term residual facility. The facility is secured by eligible residual
interests in twareviously securitized pools of automobile receivables. The facility provides for effective advances up to 70.0% of
the related borrowing base. Notes issued under the facility accrue interesnadmthel IBOR plus 11.75% per annum. The
facility was repad in full in November 2016.

Securitization Trust Debt.Since 2011, we treated all 26 of our securitizations of automobile contracts as secured
financings for financial accounting purposes, and the dmseked securities issued in such securitizatiengin on our
consolidated balance sheet as securitization trust debt. We had $2,083.2 million of securitization trust debt outstanding at
December 31, 2017.

Subordinated Renewable Notes Delit. June 2005, we began issuing registered subordinatedablgenotes in an
ongoing offering to the public. Upon maturity, the notes are automatically renewed for the same term as the maturinigs®tes, u
we repay the notes or the investor notifies us within 15 days after the maturity date of his note #mds hier@paid. Renewed
notes bear interest at the rate we are offering at that time to other investors with similar note maturities. Basethsrofitade
individual notes, interest payments may be required monthly, quarterly, annually or uponymatidi#cember 31, 2017 there
were $16.6 million of such notes outstanding.

We must comply with certain affirmative and negative covenants related to debt facilities, which require, among other
things, that we maintain certain financial ratios relatdijtadity, net worth, capitalization, investments, acquisitions, restricted
payments and certain dividend restrictions. In addition, certain securitization aiséqitization related debt contain cross
default provisions that would allow certain creds to declare default if a default occurred under a different facility. As of
December 31, 2017, we were in compliance with all such covenants.

Forward-looking Statements

This report on Form & includes certain "forwardboking statements". Forwa@iooking statements may be identified
by the use of words such as "anticipates," "expects," "plans," "estimates," or words of like meaning. As to the specifically
identified forwardlooking statements, factors that could affect charife and recovery tas include changes in the general
economic climate, which could affect the willingness or ability of obligors to pay pursuant to the terms of contracts,ichange
laws respecting consumer finance, which could affect our ability to enforce rights unttactsy and changes in the market for
used vehicles, which could affect the levels of recoveries upon sale of repossessed vehicles. Factors that coulceaéfeaesur r
in the current year include the levels of cash releases from existing pools attanihich would affect our ability to purchase
contracts, the terms on which we are able to finance such purchases, the willingness of dealers to sell contracte terasson th
that it offers, and the terms on which we are able to complete termtiatiams once contracts are acquired. Factors that could
affect our expenses in the current year include competitive conditions in the market for qualified personnel, investdodemand
assetbacked securities and interest rates (which affect the retes/é pay on assbiacked securities issued in our
securitizations). The statements concerning structuring securitization transactions as secured financings and theueffects of
structures on financial items and on future profitability also are forlearking statements. Any change to the structure of our
securitization transaction could cause such fordeoting statements to be inaccurate. Both the amount of the effect of the
change in structure on our profitability and the duration of the periadhich our profitability would be affected by the change in
securitization structure are estimates. The accuracy of such estimates will be affected by the rate at which we pwekhase and
contracts, any changes in that rate, the credit performancetoésntacts, the financial terms of future securitizations, any
changes in such terms over time, and other factors that generally affect our profitability.

ltem 7A.  Quantitative and Qualitative Disclosures About Market Risk
Interest Rate Risk

We aresubject to interest rate risk during the period between when contracts are purchased from dealers and when such
contracts become part of a term securitization. Specifically, the interest rate due on our warehouse credit facilitissble ad
while theinterest rates on the contracts are fixed. Therefore, if interest rates increase, the interest we must pay to ouréenders und
warehouse credit facilities is likely to increase while the interest we receive from warehoused automobile contracthgemains
same. As a result, excess spread cash flow would likely decrease during the warehousing period. Additionally, automobile
contracts warehoused and then securitized during a rising interest rate environment may result in less excess spregal cash flo



us. Historically, our securitization facilities have paid fixed rate interest to security holders set at prevailing interastiate

time of the closing of the securitization, which may not take place until several months after we purchased thase ©ontrac
customers, on the other hand, pay fixed rates of interest on the automobile contracts, set at the time they purchdsthe unde
vehicles. A decrease in excess spread cash flow could adversely affect our earnings and cash flow.

To mitigate, btinot eliminate, the shoeterm risk relating to interest rates payable under the warehouse facilities, we have
historically held automobile contracts in the warehouse credit facilities for less than four months. To mitigate, buinade eli
the longterm risk relating to interest rates payable by us in securitizations, we have structured our term securitization transactions
to include prefunding structures, whereby the amount of notes issued exceeds the amount of contracts initially sold to the trusts.
We expect to continue to use grmding structures in our securitizations. In4fwaeding, the proceeds from the grended
portion are held in an escrow account until we sell the additional contracts to the trusfumdeet securitizations, we lodk the
borrowing costs with respect to the contracts we subsequently deliver to the securitization trust. However, we incuseaim expen
pre-funded securitizations equal to the difference between the money market yields earned on the proceeds belgiioeser
subsequent delivery of contracts and the interest rate paid on the notes outstanding. The amount of such expense smtevary. De
these mitigation strategies, an increase in prevailing interest rates would cause us to receive less esdasshsiires on
automobile contracts, and thus could adversely affect our earnings and cash flows.

Item 8. Financial Statements and Supplementary Data

This report includes Consolidated Financi aport,&thapagesne nt s
indicated below, in the "Index to Financial Statements."

Item 9. Changes in and Disagreements with Accountants on Accounting and Financial Disclosure
Not applicable.
Iltem 9A.  Controls and Procedures

Disclosure Controls an&roceduresUnder t he supervision and with the par
Officer and Chief Financial Officer, management of the Company has evaluated the effectiveness of the design and operation of
the Companyds dndprockdarssuas éefinecoimRulSlb(s) aral 15d.5(e) under the Securities Exchange Act
of 1934 (the "Exchange Act") as of December 31, 2017 (the "Evaluation Date"). Based upon that evaluation, the Chief Executive
Officer and Chief Financial Officecn c | uded t hat , as of the Evalwuation Date,
are effective (ifo ensure that information required to be disclosed by us in reports that the Company files or submits under the
Exchange Act is recorded, processummarized and reported within the time periods specified in the rules and forms of the
Securities and Exchange Commission; anddignsure that information required to be disclosed in the reports that the Company
files or submits under the Exchangee't i s accumul ated and communicated to our
Executive Officer and Chief Financial Officer, to allow timely decisions regarding required disclosures. The certifiatimns o
Chief Executive Officer and Chief FinaatOfficer required under Secti@02 of the Sarbanedxley Act have been filed as
Exhibits31.1 and 31.2 to this report.

Internal ControlManagement 6s Report on I nternal Contr oRepatyer Fi
immediately lelow. During the fiscal quarter ended December 31, 2017, there were no changes in our internal control over
financial reporting that have materially affected, or are reasonably likely to materially affect, our internal contionbhocel f
reporting.

Management 8s Report on | nt er.nWelare @sponsibleddr establishingafdi nanc i al
maintaining adequate internal control over financial reporting as defined irlBails(f) under the Securities Exchange Act of
1934. Our internal autrol over financial reporting is designed to provide reasonable assurance to our management and Board of
Directors regarding the preparation and fair presentation of published financial statements.

Because of its inherent limitations, internal contnagiofinancial reporting may not prevent or detect misstatements.
Therefore, even those systems determined to be effective can only provide reasonable assurance with respect to émeamtial stat
preparation and presentation.

Management, with the partation of the Chief Executive and Chief Financial Officers, assessed the effectiveness of our
internal control over financial reporting as of December 31, 2017. In making this assessment, we used the criterlayséeforth
Committee of Sponsoring Orgaations of the Treadway Commission (COSO) in the 2013 Internal Céntiotegrated
Framework. Based on this assessment, management, with the participation of the Chief Executive and Chief Financial Officers,
believes that, as of December 31, 2017, owriratl control over financial reporting is effective based on those criteria.



Our internal control over financial reporting as of December 31, 2017, has been audited by Crowe Horwath LLP, an
independent registered public accounting firm, as stated inreport which is included herein.

Item 9B. Other Information

Not Applicable.
PART IlI

Item 10. Directors and Executive Officers and Corporate Governance

I nformation regarding directors of the registrant i s
for its annual meeting of shareholders to be held in 2018 (the "2018 Proxy Statement"). The 2018 Proxy Statementdnilbbe file
later than April 30, 2018. Information regarding executive officers of the registrant appears in Part | of this report, and i
incorporated herein by reference.
Iltem 11. Executive Compensation
Incorporated by reference to the 2018 Proxy Statement.
Iltem 12.  Security Ownership of Certain Beneficial Owners and Management and Related Stockholder Matters
Incorporated by reference to the 2018 Proxy Statement.
Iltem 13. Certain Relationships and Related Transactions, and Director Independence
Incorporated by reference to the 2018 Proxy Statement.
Iltem 14.  Principal Accountant Fees and Services

Incorporated by reference to the 2018 Proxy Statement.

PART IV

Item 15. Exhibits, Financial Statement Schedules

The financial statements listéelow under the caption "Index to Financial Statements" are filed as a part of this report.
No financial statement schedules are filed as the required information is inapplicable or the information is presented in the
Consolidated Financial Statementsiue telated notes. Separate financial statements of the Company have been omitted as the
Company is primarily an operating company and its subsidiaries are wholly owned and do not have minority equity inderests hel
by any person other than the Companyritoants that together exceed 5% of the total consolidated assets as shown by the most
recent yeaend Consolidated Balance Sheet.

The exhibits listed below are filed as part of this report, whether filed herewith or incorporated by reference to an exhibit
filed with the report identified in the parentheses following the description of such exhibit. Unless otherwise indidatsat;lea
identified report was filed by or with respect to the registrant.

Exhibit
Number Description (fA**adyplana ageeamtest.y compensat
3.1 Restated Articles of IncorporatiofExhibit 3.1 to Form 14K filed March 31, 2009)
3.1.1 Certificate of Designation re Series B Preferféghibit 3.1.1 to Form & filed by the registrant on December !
2010)
3.2 Amended and Restated Bylaws (Exhibit 3.3 to Forknfdled July 20, 2009)
4. Instruments defining the rights of holders of letegm debt of certain consolidated subsidiaries of the registre
omitted pursuant to the exclusion set forth in subdivision (b)(iv)(iii)(A) of Item 601 of Regulatio(l3 CFR
229.601). The registramagrees to provide copies of such instruments to the United States Securities and E
Commission upon request.
4.1 Form of Indenture re Renewable Uoseed Subordinated Notési RUS Not es o) . (-Exhi t
no.333121913)
4.2.1 Form of RUS NotegExhibit 4.2 to Form £, no. 333121913)
.2 Form of Indenture re additional Renewable Unsecured Subordinated(NGt#é$sRUS Not es o) (
S-1, no. 333168976)



http://www.sec.gov/Archives/edgar/data/889609/000088960909000010/exh3-1.htm
http://www.sec.gov/Archives/edgar/data/889609/000088960910000073/cpssex313.htm
http://www.sec.gov/Archives/edgar/data/889609/000088960909000032/cpssexhibit33.htm
http://www.sec.gov/Archives/edgar/data/889609/000101968705000040/cps_s2ex4-1.txt
http://www.sec.gov/Archives/edgar/data/889609/000101968705000040/cps_s2ex4-2.txt
http://www.sec.gov/Archives/edgar/data/889609/000088960910000033/cpssexh41.htm

4.3.]
4.4
4.4

10.2
10.2.1
10.1¢

10.14.:

10.14.:

10.14.:

10.2¢

10.61

10.62

14
21
23.1
31.1
31.z
32

101.INS
101.SCt
101.CAL
101.DEF
101.LAB
101.PRE

Form of ARUS NotegExhibit 4.2 to Form €L, no. 333168976)

Supplement dated December 7, 2010 to Indenture re ARUS (otkibit 4.3 to Form S1, no. 333168976)
Supplement dated January 22, 2014 to Indent®rARUS Note$Exhibit 4.4 to Form €., no. 333190766)

1997 LongTerm Incentive Stock Plafi1997 Plan") (Exhibit 10.20 to Form& no. 333121913) **

Form of Option Agreement under 1997 P(&xhibit 10.2.1 to Form 1& filed March13, 2006) **

2006 LongTerm Equity Incentive Plan as amended May 18, A0icorporated by reference to paged Ahrougt
A-10 of the definitive proxy statement filed by the registrant on April 27, 2015)**

Form of Option Agreement under the 2006 Larerm Equity Incentive PlafExhibit 10.14.1 to registrant's For
10K filed March 9, 2007)**

Form of Option Agreement under the 2006 Larerm Equity Incentive PlafExhibit 99.(D)(2) to registrant's
Schedule TO filed November 12, 2009)*

Form of Option Agreement under the 2006 Larerm Equity Incentive PlafExhibit 99.(D)(3) to registrant's
Schedule TO filed November 12009)**

Warrant dated July 10, 2008, issued to Citigroup Global MarketgHErbibit 10.23 to registrant's Form-1Dfiled
August 11, 2008)

Revolving Credit Agreement dated April 17, 2015 among the registrant, its subsidiary Page Six Funding,
Fortress Credit Co LLC'Fortress")(Exhibit 10.61 to registrant's Formigfiled April 23, 2015)

Receivables Purchase Agreement dated April 17, 2015 between the registr@stsubsidiary Page Six Fundir
LLC (Exhibit 10.62 to registrant's Formk8filed April 23, 2015)

Registrantdéds Code of CffieersiiExhibis 14tod-orm Blefied March E3j2006)n c i &
List of subsidiaries of the reqgistraffiled herewith)

Consent of Crowe Horwath LL@iled herewith)

Rule 13al4(a) certification by Chief Executive Officéfiled herewith)

Rule 13al4(a) certification by Chief Financial Officéfiled herewith)

Section1350 certificatior(filed herewith)

XBRL Instances Document

XBRL Taxonomy Extension Schema Document

XBRL Taxonomy Extension Calculation Linkbase Document
XBRL Taxonomy Extension Definition Linkbase Document
XBRL Taxonomy Extension Label Linkbase Document

XBRL Taxonomy Extension Presentation Linkbase Document


http://www.sec.gov/Archives/edgar/data/889609/000088960910000033/cpss42.htm
http://www.sec.gov/Archives/edgar/data/889609/000088960910000059/cpssex43_dtd121207.htm
http://www.sec.gov/Archives/edgar/data/889609/000101968714000228/cps_s1a1-ex0404.htm
http://www.sec.gov/Archives/edgar/data/889609/000101968705001015/cps_s2a1ex10-20.txt
http://www.sec.gov/Archives/edgar/data/889609/000101968706000537/cps_10kex10-0201.txt
http://www.sec.gov/Archives/edgar/data/889609/000101968715001620/cps_def14a.htm
http://www.sec.gov/Archives/edgar/data/889609/000101968707000676/cps_10kex14-1.txt
http://www.sec.gov/Archives/edgar/data/889609/000088960909000053/cpsslongterm2006.htm
http://www.sec.gov/Archives/edgar/data/889609/000088960909000053/cpsslongterm2006non.htm
http://www.sec.gov/Archives/edgar/data/889609/000101968708003496/cps_ex10-23.txt
http://www.sec.gov/Archives/edgar/data/889609/000088960915000017/cpss8kexh1061_dtd150423.htm
http://www.sec.gov/Archives/edgar/data/889609/000088960915000017/cpss8kexh1061_dtd150423.htm
http://www.sec.gov/Archives/edgar/data/889609/000088960915000017/cpss8kexh1062_dtd150423.htm
http://www.sec.gov/Archives/edgar/data/889609/000088960915000017/cpss8kexh1062_dtd150423.htm
http://www.sec.gov/Archives/edgar/data/889609/000101968706000537/cps_10kex14.txt
cps_ex21.htm
cps_ex2301.htm
cps_ex3101.htm
cps_ex3102.htm
cps_ex32.htm

SIGNATURES

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the rexgstearsted this
report to be signed on its behalf by the undersigned, thereunto duly authorized.

CONSUMER PORTFOLIO SERVICES, INC. (registrant)

March 7, 2018 By: /s/ CHARLES E. BRADLEY, JR.
Charles E. Bradley, JRPresident
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Directors arfshareholders
Consumer Portfolio Services, Inc. and Subsidiaries
Las Vegas, Nevada

Opinions on the Financial Statements and Internal Control over Financial Reporting

We have audited the accompanying consolidated balance sheets of Consumer Portfules,Sez and Subsidiaries (the
"Company") as of December 31, 2017 and 2016, the related consolidated statements of income, comprehensive incon
sharehol dersdé equity, and c a sydarperiodemded Deoembee 3 ,20d7 dhe relatdédaoteg e a r
(collectively referred to as the "financi al statements")
reporting as of Decembé&d, 2017, based on criteria established in Internal Contiritiegrated FrameworK2013) issued by the
Committee of Sponsoring Organizations of the Treadway Commission (COSO).

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial pdbk#ion o
Company as of December 31,120and 2016, and the results of its operations and its cash flows for each of the years in-the three
year period ended December 31, 2017 in conformity with accounting principles generally accepted in the United States o
America. Also in our opinion, thed@npany maintained, in all material respects, effective internal control over financial reporting
as of December 31, 2017, based on criteria established in Internal Gomtegrated Framework: (2013) issued by COSO.

Basis for Opinions

T he Co mpanaggmert is responsible for these financial statements, for maintaining effective internal control over financial
reporting, and for its assessment of the effectiveness of internal control over financial reporting, included in the yiogompan
Managemeri s Report on I nternal Control over Financi al Reporti
financi al statements and an opinion on the Companyés int
public accourihg firm registered with the Public Company Accounting Oversight Board (United States) ("PCAOB") and are
required to be independent with respect to the Company in accordance with the U.S. federal securities laws and the applical
rules and regulations ttfie Securities and Exchange Commission and the PCAOB.

We conducted our audits in accordance with the standards of the PCAOB. Those standards require that we plan and perform:
audits to obtain reasonable assurance about whether the financial stateméets of material misstatement, whether due to error
or fraud, and whether effective internal control over financial reporting was maintained in all material respects.

Our audits of the financial statements included performing procedures to assaskstof material misstatement of the financial
statements, whether due to error or fraud, and performing procedures that respond to those risks. Such procedures incluc
examining, on a test basis, evidence regarding the amounts and disclosuresnanttial fstatements. Our audits also included
evaluating the accounting principles used and significant estimates made by management, as well as evaluating the over
presentation of the financial statements. Our audit of internal control over finseyating included obtaining an understanding

of internal control over financial reporting, assessing the risk that a material weakness exists, and testing and theatlesign

and operating effectiveness of internal control based on the assesse@uisiudits also included performing such other
procedures as we considered necessary in the circumstances. We believe that our audits provide a reasonable basis for
opinions.

Definition and Limitations of Internal Control Over Financial Reporting

A companyébés internal contr ol over financi al reporting i ¢
reliability of financial reporting and the preparation of financial statements for external purposes in accordance \aillly gener
accpt ed accounting principles. A companyds internal contro

(1) pertain to the maintenance of records that, in reasonable detail, accurately and fairly reflect the transactionsitionsdidp

the assets of the company; (2) provide reasonable assurance that transactions are recorded as necessary to permitf preparatis
financial statements in accordance with generally accepted accounting principles, and that receipts and expentgures of
company are being made only in accordance with authorizations of management and directors of the company; and (3) provi
reasonable assurance regarding prevention or timely detection of unauthorized acquisition, use, or disposition of th& sompan
assets that could have a material effect on the financial statements.

Because of its inherent limitations, internal control over financial reporting may not prevent or detect misstatements. Also,
projections of any evaluation of effectiveness to futuréoplerare subject to the risk that controls may become inadequate because
of changes in conditions, or that the degree of compliance with the policies or procedures may deteriorate.

/sl CROWE HORWATH LLP



Costa Mesa, California
March 7, 2018

We haveserved as the Company's auditor since 2008.



CONSUMER PORTFOLIO SERVICES, INC. AND SUBSIDIARIES
CONSOLIDATED BALANCE SHEETS

(In thousands, except share and per share data)

December 31

December 31

2017 2016
ASSETS
Cash and cash equivalents $ 12,73: $ 13,93¢
Restricted cash and equivalents 111,96! 112,75
Finance receivables 2,304,98. 2,267,94.
Less: Allowance for finance credit losses (109,18) (95,579
Finance receivables, net 2,195,79 2,172,36!
Furniture and equipment, net 1,752 2,017
Deferred tax assets, net 32,44¢ 42,84!
Accrued interest receivable 46,75 36,23
Other assets 23,39" 30,25:
$ 242484 $ 2,410,40
LIABILITIES AND SHAREHOLDERS' EQUITY
Liabilities
Accounts payable and accrued expenses $ 28,71t 3 24.,97"
Warehousdines of credit 112,40t 103,35¢
Securitization trust debt 2,083,21! 2,080,901
Subordinated renewable notes 16,56¢ 14,94¢
2,240,90. 2,224,18
Commitments and contingencies
Shareholders'Equity
Preferred stock, $1 par value; authorized 4,998,130 shares; none issued T T
Series A preferred stock, $1 par value; authorized 5,000,000 shares; none issued T T
Series B preferred stock, $1 par valaethorized 1,870 shares; none issued T T
Common stock, no par value; authorized 75,000,000 shares; 21,488,589 and 23,58
shares issued and outstanding at December 31, 2017 and 2016, respectively 71,58 77,12¢
Retained earnings 119,53 115,77:
Accumulated other comprehensive loss (7,182 (6,682)
183,93 186,21
$ 242484 $ 2,410,40

See accompanying Notes to Consolidated Financial Statements.



CONSUMER PORTFOLIO SERVICES, INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF INCOME

(In thousands, except per share data)

Revenues:
Interest income
Other income

Expenses:

Employee costs

General an@ddministrative
Interest

Provision for credit losses
Marketing

Occupancy

Depreciation and amortization

Income before income tax expense
Income tax expense
Net income

Earnings per share:
Basic
Diluted

Number of shares used d@omputing earnings per share:

Basic
Diluted

Year Ended December 31,

2017 2016 2015
$ 42417 408,99¢ $ 349,91
10,20¢ 13,28 13,73

434,38 422,28; 363,65
72,96 65,54 59,55¢

26,57¢ 24,84( 20,16(

92,34¢ 79,04: 57,74

186,71 178,51: 142,61t

15,61% 17,81 17,47(

7,162 5,18¢ 4,082

934 771 637

402,31. 372,62 302,26
32,07 49,66: 61,38:

28,30¢ 20,36: 26,70:

$ 3,76¢ 2930( $ 34,68
$ 0.17 1.2 $ 1.3¢
0.14 1.01 1.1C

22,68' 24,35¢ 25,93t

27,21 29,03t 31,58

See accompanying Notes to Consolidated Financial Statements.



CONSUMER PORTFOLIO SERVICES, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME

(In thousands)

Year Ended December 31,

2017 2016 2015
Net income $ 3,768 % 29,30 $ 34,68:
Other comprehensive income (losshange in funded status of pens
plan, net of $232, $7 and $1,016 in tax for 2017, 2016 and 201¢
respectively (500 (32 (1,599
Comprehensive income $ 3,268 $ 29,26¢ $ 33,08:

See accompanying Notes to Consolidd&gtancial Statements.



CONSUMER PORTFOLIO SERVICES, INC. AND SUBSIDIARIES

Balance at January 1, 2015

Common stock issued upon
exercise of options and
warrants

Repurchase of common stock

Pension benefit obligation

Stockbased compensation

Netincome

Balance at December 31, 201

Common stock issued upon
exercise of options and
warrants

Repurchase of common stock

Pension benefit obligation

Stockbased compensation

Net income

Balance at December 31, 201

Common stock issued upon
exerciseof options and
warrants

Repurchase of common stock

Pension benefit obligation

Stockbasedcompensation

Net income

CONSOLI DATED STATEMENTS OF SHAREHOLDERSO6 EQUI T
(In thousands)
Accumulated
Other
Common Stock Retained Comprehensiv
Shares Amount Earnings Loss Total
2554  $ 80,51: $ 51,79 % (5,05) % 127,25:
1,14C 1,72¢ | i 1,72¢
(1,069 (5,92¢) | i (5,92¢)
i i | (1,599 (1,599
T 5,02¢ T T 5,02¢
i i 34,68 i 34,68:
25,617 $ 81,337 $ 86,47 $ (6,650 $ 161,15
44¢ 70€ T i 70¢€
(2,47%) (10,46%) i i (10,469
i i i (32 (39
i 5,565 i i 5,55
[i i 29,30( i 29,30(
23,587 $ 77,12¢ $ 115,77. $ (6,682 $ 186,21¢
647 1,08t i i 1,08t
(2,745 (12,346 i i (12,349
T T T (500) (500
T 5,71¢ T T 5,71¢
i i 3,76¢ i 3,76¢
21,48¢ $ 7158. $ 119,53 $ (7,182 $ 183,93

Balance at December 31, 201

See accompanying Notes@onsolidated Financial Statements.



CONSUMER PORTFOLIO SERVICES, INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CASH FLOWS

(In thousands)

Cash flows from operating activities:

Net income

Adjustments to reconcile net income to net cash provided by
operating activities:
Accretion of deferred acquisition fees
Amortization of discount on securitization trust debt
Depreciation and amortization
Amortization of deferred financing costs
Provision for credit losses
Stockbased compensation expense
Interest income on residual assets
Changes in assets and liabilities:
Accrued interesteceivable
Other assets
Deferred tax assets, net
Accounts payable and accrued expenses

Net cashprovided by operating activities

Cash flows from investing activities:
Originations of finance receivables held for investment
Payments received on finance receivables held for investment
Payments on receivables portfolio at fair value
Change in repossessions held in inventory
Decreases (increases) in restricted cash and cash equivalents,
Purchase of furniture and equipment

Net cash used in investing activities

Cash flows from financing activities:
Proceeds from issuance of securitization trust debt
Proceeds from issuance of subordinattewable notes
Payments on subordinated renewable notes
Net proceeds from (repayments of) warehouse lines of credit
Repayments afesidual interest financing debt
Repayment of securitization trust debt
Repayment of debt secured by receivables measured at fair val
Paymenbf financing costs
Repurchase of common stock
Exercise of options and warrants
Net cash provided by (used in) financing activities
Increase (decrease) in cash and cash equivalents

Cash and cash equivalents at beginning of year
Cash and casbquivalents at end of year

Supplemental disclosure of cash flow information:
Cash paid during the period for:
Interest
Income taxes

Non-cash financing activities:
Pension benefit obligation, net

Year Ended December 31,

2017 2016 2015
3,76t $ 29,30 $ 34,68:
1,30¢ (2,980 (8,959

T 2C 62
934 77 637
8,73¢ 8,38¢ 7,017
186,71 178,51: 142,61¢
571t 5,565 5,02¢
i i (92
(10,520 (4,686 (8,175
5,361 (8,739 3,231
10,39¢ (5,24%) 5,25(
3,23¢ (4,564 6,25(
215,64 196,33: 187,55!
(859,069 (1,088,78) (1,060,53)
647,61¢ 650,37¢ 551,88
4 58 1,60:
1,49( 1,62¢ (2,369
78¢ (6,700 69,32¢
(66¢) (1,079 (1,197
(209,83 (444,49)) (441,28
852,61! 1,197,51 795,00(
4,08: 2,911 1,551
(2,466 (3,100 (1,646
9,30¢ (91,496 139,62:
i (9,047 (3,28%)
(851,19) (834,88() (661,961
| i (1,250
(8,109 (9,367 (8,637
(12,34¢) (10,46 (5,926
1,08t 70€ 1,72¢
(7,017%) 242,77! 255,19!
(1,205 (5,386 1,46:
13,93¢ 19,32. 17,85¢
12,73: $ 13,93¢ $ 19,32:
83,11( $ 71,077 % 50,01¢
9,31¢ 32,90¢ 13,69(
50C 32 1,59¢

See accompanying Notes@onsolidated Financial Statements.



CONSUMER PORTFOLIO SERVICES, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

(1) Summary of Significant Accounting Policies
Description of Business

Consumer Portfolio Services, Inc. ("CPS") vilasorporated in California on March 8, 1991. CPS and its subsidiaries
(collectively, the "Company") specialize in purchasing and servicing retail automobile installment sale contracts ("§ontracts
originated by licensed motor vehicle dealers ("Dealesiatied throughout the United States. Dealers located in Texas, Ohio,
California, Florida and North Carolina represented 7.4%, 7.4%, 7.1%, 5.9% and 5.8%, respectively, of contracts purcitased duri
2017 compared with 7.3%, 6.8%, 7.2%, 5.6% and 5.3% regpbcin 2016. No other state had a concentration in excess of 5.8%
in 2017. We specialize in contracts with vehicle purchasers who generally would not be expected to qualify for traditional
financing provided by commercial banks or automobile manufacturers apt i ve fi nance companies.

We are subject to various regulations and laws as they relate to the extension of credit in consumer credit transactions.
Failure to comply with such laws and regulations could have a material adverse effect on the Company.

Principles of Consolidation

The Consolidated Financial Statements include the accounts of Consumer Portfolio Services, Inc. and-tswaad|ly
subsidiaries, certain of which are special purpose subsidiaries ("SPS"), formed to accommodate ths strdetundnich we
purchase and securitize our contracts. The Consolidated Financial Statements also include the accounts of CPS Laasing, Inc.,
80% owned subsidiary. All significant intercompany balances and transactions have been eliminated in @mmsolidat

Cash and Cash Equivalents

For purposes of the statements of cash flows, we consider all highly liquid debt instruments with original maturities of
three months or less to be cash equivalents. Cash equivalents consist of cash on hand and ahiesfeord money market
accounts. Substantially all of our cash is deposited at three financial institutions. We maintain cash due from baskoirtlesce
banks' insured deposit limits. We do not believe we are exposed to any significant credit meseotetposits. As part of certain
financial covenants related to debt facilities, we are required to maintain a minimum unrestricted cash balance. As ef Decemb
31, 2017, our unrestricted cash balance was $12.7 million, which exceeded the minimum esgoirets by our financial
covenants.

Finance Receivables

Finance receivables, which we have the intent and ability to hold for the foreseeable future or until maturity or payoff, are
presented at cost. All finance receivable contracts are held fatingat. Interest income is accrued on the unpaid principal
balance. Origination fees, net of certain direct origination costs, are deferred and recognized in interest incomeéntsiegtthe
method without anticipating prepayments. Generally, paymecesved on finance receivables are restricted to certain securitized
pools, and the related contracts cannot be resold. Finance receivables are charged off pursuant to the controllingpocuments
certain securitized pools, generally as described below @itkrge Off Policy. Management may authorize an extension of
payment terms if collection appears likely during the next calendar month.

Our portfolio of finance receivables consists of srhallance homogeneous contracts that are collectively evalieated
impairment on a portfolio basis. We report delinquency on a contractual basis. Once a Contract becomes greater than 90 days
delinquent, we do not recognize additional interest income until the obligor under the Contract makes sufficient palgenents to
less than 9@ays delinquent. Any payments received on a Contract that is greater than 90 days delinquent are first applied to
accrued interest and then to principal reduction.

Allowance for Finance Credit Losses

In order to estimate an appropriateoalince for losses likely incurred on finance receivables, we use a loss allowance
methodology commonly referred to as "static pooling,” which stratifies the finance receivable portfolio into separaifedg ident
pools based on their period of originatitimen uses historical performance of seasoned pools to estimate future losses on current
pools. Historical loss experience is adjusted as necessary for current economic conditions. We consider our portfad® of fina
receivables to be relatively homoges@and consequently we analyze credit performance primarily in the aggregate rather than
stratification by any particular credit quality indicator. Using analytical and formula driven techniques, we estimateaacall
for finance credit losses, which \believe is adequate for probable incurred credit losses that can be reasonably estimated in our
portfolio of finance receivable contracts. For each monthly pool of contracts that we purchase, we begin establislowgribe all



in the month of acquisitioand increase it over the subsequent 11 months, through a provision for credit losses charged to our
Consolidated Statement of Income. Net losses incurred on finance receivables are charged to the allowance. We evaluate the
adequacy of the allowance by examg current delinquencies, the characteristics of the portfolio, the value of the underlying
collateral and historical loss trends. As conditions change, our level of provisioning and/or allowance may change.

Charge Off Policy

Delinquent contracts fowhich the related financed vehicle has been repossessed are generally charged off at the earliest
of (1) the month in which the proceeds from the sale of the financed vehicle are received, (2) the month in which 98 days hav
passed from the date of repession or (3) the month in which the Contract becomes seven scheduled payments past due (see
Repossessed and Other Assets below). The amount charged off is the remaining principal balance of the Contract, after the
application of the net proceeds from tlygiidation of the financed vehicle. With respect to delinquent contracts for which the
related financed vehicle has not been repossessed, the remaining principal balance is generally charged off no latedtbin the
the month that the Contract beconfige scheduled payments past due.

Contract Acquisition Fees and Origination Costs

Upon purchase of a Contract from a Dealer, we generally either charge or advance the Dealer an acquisition fee. Dealer
acquisition fees and deferred origination c@stsapplied to the carrying value of finance receivables and are accreted into
earnings as an adjustment to the yield over the estimated life of the Contract using the interest method.

Repossessed and Other Assets

If a Contract obligor fails to make &eep promises for payments, or if the obligor is uncooperative or attempts to evade
contact or hide the vehicle, a supervisor will review the collection activity relating to the account to determine isEposte
the vehicle is warranted. Generalyuch a deci si on i s made between the 60th an
but could occur sooner or later, depending on the specific circumstances. At the time the vehicle is repossessed wiagtop accr
interest on the Contract, and resddly the remaining Contract balance to the line item "Other Assets" on our Consolidated Balance
Sheet at its estimated fair value less costs to sell. Included in other assets in the accompanying Consolidated Balanee Sheet
repossessed vehicles pendsade of $9.7 million and $11.1 million at December 31, 2017 and 2016, respectively.

Treatment of Securitizations
Our term securitization structure has generally been as follows:

We sell contracts we acquire to a whetiwned SPS, which has been established for the limited purpose of buying and
reselling our contracts. The SPS then transfers the same contracts to another entity, typically a statutory trust ig rursts}.
issLes interesbearing assdbiacked securities ("Notes"), in a principal amount equal to or less than the aggregate principal balance
of the contracts. We typically sell these contracts to the Trust at face value and without recourse, except representations a
warranties that we make to the Trust that are similar to those provided to us by the Dealer. One or more investors (the
"Noteholders") purchase the Notes issued by the Trust; the proceeds from the sale of the Notes are then used to purchase the
contracs from us. We may retain or sell subordinated Notes issued by the Trust. In addition, we have provided "Credit
Enhancement" for the benefit of the Noteholders in three forms: (1) an initial cash deposit to a bank account (a "Spirea)d Acco
held by the Tust, (2)overcollateralization of the Notes, where the principal balance of the Notes issued is less than the principal
balance of the contracts, and (3) in the form of subordinated Notes. The agreements governing the securitization transactions
(collectively referred to as the "Securitization Agreements") require that the initial level of Credit Enhancement be supplemented
by a portion of collections from the contracts until the level of Credit Enhancement reaches specified levels, which are then
maintainel. The specified levels are generally computed as a percentage of the principal amount remaining unpaid under the
related contracts. The specified levels at which the Credit Enhancement is to be maintained will vary depending on the
performance of the pddiios of contracts held by the Trusts and on other conditions. Such levels have increased and decreased
from time to time based on performance of the various portfolios, and have also varied from one Trust to another.

Our warehouse securitization struiets are similar to the above, except that (i) the SPS that purchases the contracts
pledges the contracts to secure promissory notes or loans that it issues, and (ii) no increase in the required amiunt of Cred
Enhancement is contemplated. Upon eachafatentracts in a securitization structured as a secured financing, we retain as assets
on our Consolidated Balance Sheet the securitized contracts and record as indebtedness the Notes issued in the transaction.

We have the power to direct the most diigaint activities of the SPS. In addition, we have the obligation to absorb losses
and the rights to receive benefits from the SPS, both of which could be potentially significant to the SPS. These types of
securitization structures are treated as secumeddings, in which the receivables remain on our Consolidated Balance Sheet, and
the debt issued by the SPS is shown as a securitization trust debt on our Consolidated Balance Sheet.



We receive periodic base servicing fees for the servicing and cofiezftthe contracts. In addition, we are entitled to the
cash flows from the Trusts that represent collections on the contracts in excess of the amounts required to pay principal and
interest on the Notes, the base servicing fees, and certain otheufdeaggtrustee and custodial fees). Required principal
payments on the Notes are generally defined as the payments sufficient to keep the principal balance of the Notes equal to th
aggregate principal balance of the related contracts (excluding thosactethat have been charged off), or agetermined
percentage of such balance. Where that percentage is less than 100%, the related Securitization Agreements requite accelerate
payment of principal until the principal balance of the Notes is reduct tspecified percentage. Such accelerated principal
payment is said to create "overcollateralization" of the Notes.

If the amount of cash required for payment of fees, interest and principal on the senior Notes exceeds the amount
collected during theollection period, the shortfall is generally withdrawn from the Spread Account, if any. If the cash collected
during the period exceeds the amount necessary for the above allocations plus required principal payments on the subordinated
Notes, if any, anthere is no shortfall in the related Spread Account or other form of Credit Enhancement, the excess is released t
us. If the total Credit Enhancement amount is not at the required level, then the excess cash collected is retaingst umtile Tr
the specified level is achieved. Cash in the Spread Accounts is restricted from our use. Cash held in the various SpreadAccounts
invested in high quality, liquid investment securities, as specified in the Securitization Agreements. In all of our term
securitzations we have transferred the receivables (through a subsidiary) to the securitization Trust. We report the assets and
l'iabilities of the securitization Trust on our Comnsdlsiédat
recourse against us for failure of the contract obligors to make payments on a timely basis is limited, in general, taceur Finan
Receivables, and Spread Accounts.

Servicing

We consider the contractual servicing fee received on our managed portfollnyheldconsolidated subsidiaries to be
equal to adequate compensation. Additionally, we consider that these fees would fairly compensate a substitute seédvicer, shou
one be required. As a result, no servicing asset or liability has been recognizezin@éeeis received on the managed portfolio
held by norconsolidated subsidiaries are reported as income when earned. Servicing fees received on the managed portfolio hel
by consolidated subsidiaries are included in interest income when earned. Sexstingre charged to expense as incurred.
Servicing fees receivable, which are included in Other Assets in the accompanying Consolidated Balance Sheets, represent fees
earned but not yet remitted to us by the trustee.

Furniture and Equipment

Furnitureand equipment are stated at cost net of accumulated depreciation. We calculate depreciation using the straight
line method over the estimated useful lives of the assets, which range from three to five years. Assets held undasespital le
leaseholdmprovements are amortized over the lesser of the estimated useful lives of the assets or the related lease terms.
Amortization expense on assets acquired under capital lease is included with depreciation expense on owned assets.

Impairment of Long-ived Assets and Lonbgived Assets to Be Disposed Of

Longlived assets and certain identifiable intangibles are reviewed for impairment whenever events or changes in
circumstances indicate that the carrying amount of an asset may not be recoverable. Rigookaskits to be held and used is
measured by a comparison of the carrying amount of an asset to future net cash flows expected to be generated bystlahasset. |
assets are considered to be impaired, the impairment to be recognized is measwedrimpunt by which the carrying amount of
the assets exceeds the fair value of the assets. Assets to be disposed of are reported at the lower of carrying awveluet or fai
less costs to sell.
Other Income

The following table presents the primary qoonents of Other Income:

Year Ended December 31,

2017 2016 2015
(In thousands)
Direct mail revenues $ 6,43: $ 9,20 $ 8,927
Convenience fee revenue 1,90( 2,14¢ 2,61(
Recoveries on previousthargedoff contracts 563 76¢€ 1,07¢
Sales tax refunds 86¢ 811 61¢€
Other 44¢ 362 50¢€
$ 10,20¢ $ 13,28¢ $ 13,73t

Earnings Per Share



The following table illustrates the computationbafsic and diluted earnings per share:

Year Ended December 31,
2017 2016 2015
(In thousands, except per share data)

Numerator:

Numerator for basic and diluted earnings per share $ 3,76t 3% 29,30 $ 34,68:
Denominator:

Denominator for basic earnings per shaneighted average number

common shares outstanding during the year 22,68: 24,35¢ 25,93t
Incremental common shares attributablesercise of outstanding

options and warrants 4,52 4,67¢ 5,64¢
Denominator for diluted earnings per share 27,21« 29,03t 31,58«
Basic earnings per share $ 017 $ 12 $ 1.3¢
Diluted earnings per share $ 014 $ 101 % 1.1C

Incremental shares of 7.5 million, 7.9 million and 6.8 million related to stock options and warrants have been excluded
from the diluted earnings per share calculation for the years ended December 31, 2017, 2016 apsp2ofigely, because the
effect is antidilutive.

Deferral and Amortization of Debt Issuance Costs

Costs related to the issuance of debt are deferred and amortized using the interest method over the contractual or expec
term of the related debtinamortized debt issuance costs are presented as a direct deduction to the carrying amount of the related
debt on our Consolidated Balance Sheets.

Income Taxes

The Company and its subsidiaries file a consolidated federal income tax return and canbiaadalone state
franchise tax returns for certain states. We utilize the asset and liability method of accounting for income taxes,alnder whi
deferred income taxes are recognized for the future tax consequences attributable to the differencethbdima®ial statement
values of existing assets and liabilities and their respective tax bases. Deferred tax assets and liabilities are ingasoiaeteds
tax rates expected to apply to taxable income in the years in which those temporary ééfarerexpected to be recovered or
settled. The effect on deferred taxes of a change in tax rates is recognized in income in the period that includesetiedaba.ctm
We estimate a valuation allowance against that portion of the deferred tax assetitilizaten in future periods is not more than
likely.

Purchases of Company Stock

We record purchases of our own common stock at cost and treat the shares as retired.
Stock Option Plan

We recognize compensation costs in the financial statemesed ba the grant date fair value estimated in accordance
with the provisions of ASC 718 fiStock Compensationo. Comp
generally defined as the vesting period.
Use of Estimates

The preparation dinancial statements in conformity with accounting principles generally accepted in the Staitesl
of America requires us to make estimates and assumptions that affect the reported amounts of assets and liabilitdsta®bf the
the financial stat@ents, as well as the reported amounts of income and expenses during the reported periods. These material
estimates that could be susceptible to changes in the near term and, accordingly, actual results could differ fromabese esti

Reclassification

Certain amounts for the prior year have been reclassif
previously reported earnings or shareholdersdé equity.

Financial Covenants



Certain of our securitization transactions, our residual interest financing and our warehouse credit facilities contain
various financial covenants requiring certain minimum financial ratios and results. Such covenants include maintainimg minimu
levels ofliquidity and net worth and not exceeding maximum leverage levels. In addition, certain securitization-and non
securitization related debt contain crafefault provisions that would allow certain creditors to declare a default if a default
occurred undea different facility. As of December 31, 2017 we were in compliance with all such financial covenants.

Provision for Contingent Liabilities

We are routinely involved in various legal proceedings resulting from our consumer finance activities trebpheath
continuing and discontinued. Our legal counsel has advised us on such matters where, based on information availatdeoét the ti
this report, there is an indication that it is both probable that a liability has been incurred and the athedassftan be
reasonably determined.

We have recorded a liability as of December 31, 2017, which represents our best estimate of the immaterial aggregate
probable incurred losses for legal contingencies. The amount of losses that may ultimatalyred,ioger and above such losses
as are probable, cannot be estimated with certainty.

Recently Issued Accounting Standards

In February 2018, as a result of the enactment of the Tax Cuts and Jobs Act (the Tax Act), the FASB issued new
accounting guidace on the reclassification of certain tax effects from accumulated other comprehensive income to retained
earnings. The guidance is effective January 1, 2019, with early adoption permitted. The Company is evaluating the new guidanc
along withany impactm t he Companydés financi al position, results of ¢
material.

In June 2016, the FASB issued Accounting Standards Update ("ASU"IZ1Einancial InstrumentsCredit Losses
(Topic 326): Measuremeof Credit Losses on Financial Instruments. The revised accounting guidance changes the criteria under
which credit losses are measured. The amendment introduces a new credit reserving model known as the Current Expected Cret
Loss (CECL) model, which paces the incurred loss impairment methodology in current U.S. GAAP with a methodology that
reflects expected credit losses and requires consideration of a broader range of reasonable and supportable infotalditbn to es
credit loss estimates. Thismeccounting guidance will be effective for interim and annual reporting periods beginning after
December 15, 2019. The Company is currently evaluating the provisions of ASU Nel2did@wever, it is expected that the
new CECL model will alter the assutigms used in calculating the Company's credit losses, given the change to estimated losses
for the estimated |ife of the financi al asset, amahd wi | | I
results of operations.

INnMay22 14, the FASB i ssued Acc oun t0b, RevenBetfranmCoatnaadssvithiCpstbmdrse  (
(Topic 606), superseding the revenue recognition requirements in ASC 605. This ASU requires an entity to recognizerrevenue fo
the transfer of promisegbods or services to customers in an amount that reflects the consideration to which the entity expects to
be entitled in exchange for those goods or services. The amendment includestepfimecess to assist an entity in achieving the
main principle(} of revenue recognition under ASC 605. The Company has adopted this ASU in the first quarter of 2018 and
expects the new guidance will not have a material effect on its financial position, results of operations and cash flows.

(2) Restricted Cash

Redricted cash consists of cash and cash equivalent accounts relating to our outstanding securitization trusts and credit
facilities. The amount of restricted cash on our Consolidated Balance Sheets was $112.0 million and $112.8 million as of
December 31, 27 and 2016, respectively.

Our securitization transactions and one of our warehouse credit facilities require that we establish cash reserves, or spre:
accounts, as additional credit enhancement. These cash reserves, which are included in res$tyisted &E5.7 million and
$40.8 million as of December 31, 2017 and 2016, respectively.

(3) Finance Receivables

Our portfolio of finance receivables consists of srhallance homogeneous contracts comprising a single segment and
class that is collectaly evaluated for impairment on a portfolio basis according to delinquency status. Our contract purchase
guidelines are designed to produce a homogenous portfolio. We report delinquency on a contractual basis. Once a contract
becomes greater than 90 dagdimijuent, we do not recognize additional interest income until the obligor under the contract makes
sufficient payments to be less thand#ys delinquent. Any payments received on a contract that is greater than 90 days delinquent
are first applied to acued interest and then to principal reduction.



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

December 31,
2017 2016
Finance receivables (In thousands)
Automobile financeeceivables, net of unearned inte $ 2,298,600 $  2,266,61
Unearned acquisition fees, discounts and deferred
origination costs, net 6,37¢ 1,32¢
Finance receivables $ 230498 $ 2,267,94

We consider an automobit®ntract 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. Tifie period
delinquency is based on the numbédays payments are contractually past due, as extended where applicable. Automobile
contracts less than 31 days delinquent are not reported as delinquent. In certain circumstances we will grant obligotis one
payment extensions. The only modificatio of t er ms i s to advance the obligords n
maturity date of the receivable by one month. In certain limited cases;madwih extension may be granted. There are no other
concessions, such as a reduction in integgst forgiveness of principal or of accrued interest. Accordingly, we consider such
extensions to be insignificant delays in payments rather than troubled debt restructurings.

The following table summarizes the delinquency status of finance receivatdé®acember 31, 2017 and 2016:

December 31,
2017 2016
(In thousands)

Delinquency Status

Current $ 206961 $ 2,053,755
31-60 days 138,39! 116,07:
61- 90 days 63,08: 52,40:
91 + days 27,51t 44,38:

$ 2298600 $ 2,266,61

Finance receivables totaling $27.5 million and $44.4 million at December 31, 2017 and 2016, respectively, have been
placed on nofaccrual status as a result of their delinquestayus.

The following table presents a summary of the activity for the allowance for finance credit losses, for the years ended
December 31, 2017, 2016 and 2015:

December 31,

2017 2016 2015
(In thousands)
Balance at beginning of year $ 9557¢ % 75,600 % 61,46(
Provision for credit losses 186,711 178,51: 142,61
Chargeoffs (211,949 (192,36¢) (156,55
Recoveries 38,84« 33,83( 28,07¢
Balanceat end of year $ 109,18 $ 9557¢ $ 75,60

Excluded from finance receivables are contracts that were previously classified as finance receivables but were
reclassified as other assets because we have repossessed the vehicle se@ontattieThe following table presents a summary
of such repossessed inventory together with the allowance for losses on repossessed inventory:

December 31,

2017 2016
(In thousands)
Gross balance of repossessions in inventory $ 33,67¢ % 40,06¢
Allowance for losses on repossessed inventory (24,029 (28,924
Net repossessed inventory included in other assets $ 9,65t $ 11,14t

(4) Furniture and Equipment



The following table presents the componenttuafiture and equipment:

December 31,

2017 2016

(In thousands)
Furniture and fixtures $ 1566 $ 1,56¢
Computer and telephone equipment 5,47( 4,90
Leasehold improvements 1,26( 1,15¢
8,29¢ 7,621
Less: accumulated depreciation and amortization (6,544 (5,610
$ 1,75 % 2,017

Depreciation expense totaled $934,000, $777,000 and $637,000 for the years ended December 31, 2017, 2016 and 201"
respectively.

(5) Securitization Trust Debt

We have completed numerous term securitization transactions that are structured as secured borrowings for financial

accounting purposes. The debt issued in these ftizatomtustct i on
debt, 0 and the components of such debt are summarized in
Weighted
Final Receivables Outstanding Outstanding Average
Scheduled Pledged at Principal at Principal at Interest Rate
Payment Date  December 31 Initial December 31 December 31 at December
Series (1) 2017 (2) Principal 2017 2016 31, 2017
(Dollars in thousands)
CPS 2012C  December 201 i 147,00( i 14,42: i
CPS 201D March 202! i 160,00t i 17,86: i
CPS 2013A June 202 ) 185,00( T 28,66 T
CPS 2018  September 20: 21,25 205,00( 18,401 37,57( 2.09%
CPS 2013C  December 20z 26,51¢ 205,00( 25,55¢ 46,83( 5.88%
CPS 201D March 202: 26,92: 183,00( 24,91% 46,34¢ 5.11%
CPS 2014A June 202 33,12( 180,00t 30,52: 54,98¢ 4.33¥%
CPS 20148  September 20: 46,60( 202,50( 44,51¢ 75,14( 3.67%
CPS 2014C  December 20z 73,63¢ 273,00( 71,17« 116,28( 3.87%
CPS 2014D March 202. 80,78¢ 267,501 79,09¢ 127,30 4.17Y%
CPS2015A June 202 89,17: 245,00( 87,19 134,46t 3.73%
CPS 20188  September 20: 104,35: 250,00( 102,87 153,89: 3.63%
CPS 2015C  December 20z 142,70: 300,00( 141,36: 207,63t 4.15Y%
CPS 2016A March 202 182,65 329,46( 180,76 262,26( 4.45Y
CPS 20168 June 202 206,88: 332,69( 201,19¢ 284,75:. 4.50%
CPS 2016C  September 20: 208,81! 318,50( 203,50« 285,61t 4.06%
CPS 201D April 2024 153,67: 206,32! 149,67: 200,22: 3.14%
CPS 2017A April 2024 166,69: 206,32( 161,89: T 3.31%
CPS 2017B  DecemberR02: 198,86( 225,17( 186,59: T 2.90%
CPS 2017C  September 20: 207,15t 224,82! 197,15! i 2.83%
CPS 201D June 202 193,95 196,30( 189,27° i 2.74%
$ 2,163,740 $ 484259 $ 2,09567 $ 2,094,25

(1) The Final Scheduled Payment Date represents final legal maturity of the securitization trust debt. Securitization 1
is expected to become due dade paid prior to those dates, based on amortization of the finance receivables plet
the Trusts. Expected payments, which will depend on the performance of such receivables, as to which there ca
assurance, are $873.7 million in 2018, $61hilion in 2019, $362.5 million in 2020, $179.3 million in 2021, $49.5
million in 2022, and $5.9 million in 2023.

(2) Includes repossessed assets that are included in Other Assets on our Consolidated Balance Sheets.

Debt issuance costs of $12.5 roili and $13.4 million as of December 31, 2017 and December 31, 2016, respectively,
have been excluded from the table above. These debt issuance costs are presented as a direct deduction to the canfiing amount
the Securitization trust debt on our Condated Balance Sheets.



All of the securitization trust debt was issued in private placement transactions to qualified institutional investors. The
debt was issued by our wholwned, bankruptcy remote subsidiaries and is secured by the assets of sidibrsdy but not by

any of our other assets.

The terms of the various securitization agreements related to the issuance of the securitization trust debt require that
certain delinquency and credit loss criteria be met with respect to the collatdrarmmboequire that we maintain minimum levels
of liquidity and net worth and not exceed maximum leverage levels. We were in compliance with all such covenants as of

December 31, 2017.

We are responsible for the administration and collection of theamistThe securitization agreements also require
certain funds be held in restricted cash accounts to provide additional credit enhancement for the Notes or to bevagkaied to
payments on the securitization trust debt. As of December 31, 2017, rdstesteunder the various agreements totaled
approximately $112.0 million. Interest expense on the securitization trust debt is composed of the stated rate ofijterest pl
amortization of additional costs of borrowing. Additional costs of borrowing indalty fees, insurance premiums,
amortization of deferred financing costs, and amortization of discounts required on the notes at the time of issuaade. Deferr
financing costs related to the securitization trust debt are amortized using the int¢nest mecordingly, the effective cost of
borrowing of the securitization trust debt is greater than the stated rate of interest.

Our wholly-owned, bankruptcy remote subsidiaries were formed to facilitate the abovbadsat financing
transactions. Siitar bankruptcy remote subsidiaries issue the debt outstanding under our warehouse line of credit. Bankruptcy
remote refers to a legal structure in which it is expected that the applicable entity would not be included in any bélkguptcy
by its parenor affiliates. All of the assets of these subsidiaries have been pledged as collateral for the related debt. All such
transactions, treated as secured financings for accounting and tax purposes, are treated as sales for all other luglipgses, inc
legaland bankruptcy purposes. None of the assets of these subsidiaries are available to pay any of our other creditors.

(6) Debt

The terms of our debt outstanding at December 31, 2017 and 2016 are summarized below:

Description Interest Rate

Amount Outstanding at

December 31,

December 31,

5.50% over one mont
Libor (Minimum 6.50%

Warehouse lines of
credit

5.50% over one mont
Libor (Minimum 6.25%

6.75% over a
commercial paper rat
(Minimum 7.75%)

Subordinated renewab
notes

Weighted average rat

of 7.99% and 7.50% ¢

December 31, 2017 al
2016, respectively

2017 2016
(In thousands)
Revolving Maturity
April 2019 $ 25,62¢ $ 64,35
August 2018 77,54¢ 26,44t
November 2019 11,10( 14,16¢
Weighted average
maturity of March
2020 and January 20
atDecember 31, 201
and 2016, respective 16,56¢ 14,94¢
$ 130,84. $ 119,91:

Debt issuance costs of $1.9 million and $1.6 million as of December 31, 2017 and December 31, 2016, respectively, have
been excluded from the table above. These debt issuance costs are presented as a direct deduction to the carryifgeamount of t
Warehouse lines of credit on our Consolidated Balance Sheets.

On May 11, 2012, we entered into a $100 million-gaar warehouse credit line with Citibank, N.A. The facility is
structured to allow us to fund a portion of the purchase price of automobile contracts by borrowing from a credit faaility to
consolidatd subsidiary Page Eight Funding, LLC. The facility provides for effective advances up to 86.0% of eligible finance
receivables. The loans under the facility accrue interest atomh LIBOR plus 5.50% per annum, with a minimum rate of



6.25% per annum. IAugust 2016, this facility was amended to extend the revolving period to August 2018 and to include an
amortization period through August 2019 for any receivables pledged to the facility at the end of the revolving period. At
December 31, 2017 there wag7$ million outstanding under this facility.

On April 17, 2015, we entered into an additional $100 million-geer warehouse credit line with Fortress Investment
Group. The facility is structured to allow us to fund a portion of the purchase priatoaiabile contracts by borrowing from a
credit facility to our consolidated subsidiary Page Six Funding, LLC. The facility provides for effective advances ujtof88.0
eligible finance receivables. The loans under the facility accrue interest-atante LIBOR plus 5.50% per annum, with a
minimum rate of 6.50% per annum. In April 2017, this facility was amended to extend the revolving period to April 20E2ifollow
by an amortization period through April 2021 for any receivables pledged to the fadiityettd of the revolving period. At
December 31, 2017 there was $25.6 million outstanding under this facility.

On November 24, 2015, we entered into an additional $100 milliotyesmewarehouse credit line with affiliates of
Credit Suisse Group and Ar&anagement LP. The facility is structured to allow us to fund a portion of the purchase price of
automobile contracts by borrowing from a credit facility to our consolidated subsidiary Page Nine Funding, LLC. The facility
provides for effective advancegp to 88.0% of eligible finance receivables, or up to 80.0% for certain other receivables. The loans
under the facility accrue interest at a commercial paper rate plus 6.75% per annum, with a minimum rate of 7.75% par annum. |
November 2017, this facilitwas amended to extend the revolving period to November 2019 followed by an amortization period
through November 2021 for any receivables pledged to the facility at the end of the revolving period. At December 3dre2017 th
was $11.1 million outstandingder this facility.

The total outstanding debt on our three warehouse lines of credit was $114.3 million as of December 31, 2017, comparec
to $105.0 million outstanding as of December 31, 2016.

The costs incurred in conjunction with the above debtererded as deferred financing costs on the accompanying
Consolidated Balance Sheets and are more fully described in Note 1.

We must comply with certain affirmative and negative covenants related to debt facilities, which require, among other
things, th&awe maintain certain financial ratios related to liquidity, net worth and capitalization. Further covenants include matters
relating to investments, acquisitions, restricted payments and certain dividend restrictions. See the discussion of financial
coverants in Note 1.

The following table summarizes the contractual and expected maturity amounts of long term debt as of December 31,

2017:
Subordinated

Contractual maturity date renewable notes
2018 $ 8,40¢
2019 1,94
2020 2,61¢
2021 1,51t
2022 45¢
Thereafter 1,62¢
Total $ 16,56¢

(7) Sharehol dersd Equity
Common Stock

Holders of common stock are entitled to such dividends as our board of directors, in its discretion, may declare out of
funds available, subject to the terms of any outstanding shares of preferred stock and other restrictions. In theyeidztitoof li
of the Company, holders of common stock are entitled to reqaiveata, all of the assets of the Company available for
distribution, after payment of any liquidation preference to the holders of outstanding shares of preferred stock. iwders of
shares of common stock have no conversion or preemptive or other subscription rights and there are no redemption or sinking fun
provisions applicable to the common stock.

Stock Purchases
For the year ending December 31, 2017, we purchased 2,745,493dflmresommon stock at an average price of

$4.49. We purchased 2,693,562 shares of our stock in the open market for $12.1 million. In October 2017 our boardsof director
authorized the repurchase of up to $10 million of our common stock. There was $i6:17 afiboard authorization remaining in



our repurchase plans from prior authorizations at December 31, 2016. There is approximately $12.6 million of boardi@uthorizat
remaining under such plans, which have no expiration date.

The remaining purchase$%1,931 shares were related to net exercises of outstanding options and warrants. In
transactions during the year ended December 31, 2017, the holders of options and warrants to purchase 110,000 shares of our
common stock paid the aggregate $241,000 eseprice by surrender to us of 51,931 of such 110,000 shares.

Options and Warrants

In 2006, the Company adopted and its shareholders approved the CPS 20d6daongn Equi ty | ncent i ve
Pl and) pursuant t o whidulrautharized ®mnaitreathecedf, mAyi graet stack aptons, restricted stock,
restricted stock units and stock appreciation rights to our employees or employees of our subsidiaries, to directanspitlye C
and to individuals acting as consultantshte Company or its subsidiaries. In June 2008, May 2012, April 2013 and again in May
2015, the shareholders of the Company approved an amendment to the 2006 Plan to increase the maximum number of shares tt
may be subject to awards under the 2006 Pl&p@0,000, 7,200,000, 12,200,000 and 17,200,000, respectively, in each case plus
shares authorized under prior plans and not issued. Options that have been granted under the 2006 Plan and a previous plan
approved in 1997 have been granted at an exerdise@ equal to (or greater than) the s
with terms generally of-20 years and vesting generally oves §ears.

The per share weightea/erage fair value of stock options granted during the years ended De@&mbet7, 2016 and
2015 was $1.32, $1.38 and $2.41, respectively. That fair value was estimated using a binomial option pricing model using the
weighted average assumptions noted in the following table. We use historical data to estimate the expetteddewption.
The volatility estimate is based on the historical and implied volatility of our stock over the period that equals tked &fgett
the option. Volatility assumptions ranged from 35% to 37% for 2017, 44% to 51% for 2016, and 47%ftw 830%. The risk
free interest rate is based on the yield on a U.S. Treasury bond with a maturity comparable to the expected life of feeoptio
dividend yield is estimated to be zero based on our intention not to issue dividends for the foregeeable

Year Ended December 31,

2017 2016 2015
Expected life (years) 4.0z 4.04 4.21
Risk-free interest rate 1.59% 1.09% 1.35%
Volatility 36% 51% 51%

Expected dividend yield i i i

For the years ended December 31, 2017, 2016 and 2015, we recordembstticompensation costs in the amount of
$5.7 million, $5.6 million and $5.0 million, respectively. As of December 31, 2017, the unrecognizetiastedkompensation
costs to be recognized over future periods was equal to $5.8 million. This amount will be recognized as expense owatt a weight
average period of 1.9 years.

At December 31, 2017 and 2016, options outstanding had intrinsic values of $1i@d anitl $17.8 million,
respectively. At December 31, 2017 and 2016, options exercisable had intrinsic values of $9.5 million and $14.2 million,
respectively. The total intrinsic value of options exercised was $1.9 million and $1.3 million for the ykatt ©esember 31,
2017 and 2016, respectively. New shares were issued for all options exercised during the year ended December 2017 and cash «
$1.1 million was received. A tax benefit of $178,000 was recorded for the options exercised in 2017. At DateRtlief, there
were a total of 2.5 million additional shares available for grant under the 2006 Plan.

Stock option activity for the year ended December 31, 2017 for stock options under the 2006 and 1997 plans is as

follows:
Weighted
Average
Number of Weighted Remaining
Shares Average Contractual
(in thousands) Exercise Price Term
Options outstanding at the beginning of period 12,59 $ 4.5¢ N/A
Granted 1,47( 4.3t N/A
Exercised (647) 1.6¢ N/A
Forfeited/Expired (283%) 5.62 N/A
Options outstanding at the end of period 13,13¢ $ 4.6¢ 4.45 years

Options exercisable at the end of period 8,78¢ % 4.51 4.04 years




We did not issue any stodptions with an exercise price above or below the market price of the stock on the grant date
for the years ended December 31, 2017, 2016 and 2015.

In connection with the amendment to and partial repayment of our residual interest financing in Julye2i@68ed
warrants exercisable for 2,500,000 common shares for $4,071,429. The warrants represent the right to purchase 2,500,000 CPS
common shares at a nominal exercise price, at any time prior to July 10, 2018. In March 2010 we repurchased warrants for
500,000 of these shares for $1.0 million. Warrants to purchase 2,000,000 shares remain outstanding as of December 31, 2017.
(8) Interest Income and Interest Expense

The following table presents the components of interest income:

Year Ended December 31,

2017 2016 2015
(In thousands)
Interest on finance receivables $ 42356° $ 408,72. % 349,79t
Other interest income 607 272 11€
Interest income $ 42417 $ 408,99t $ 349,91

The following table presents the components of interest expense:

Year Ended December 31,

2017 2016 2015
(In thousands)
Securitization trust debt $ 83,08 % 69,17¢ $ 48,63
Warehouse lines of credit 7,93: 8,56¢ 6,127
Residual interest financing T 84¢ 1,40t
Subordinated renewable notes 1,32¢ 1,34¢ 1,58
Interest expense $ 92,348 % 79,94, 3 57,74:

(9) Income Taxes
Income taxes consist of tiellowing:

Year Ended December 31,

2017 2016 2015
(In thousands)
Current federal tax expense $ 14,36¢ $ 22,87. $ 18,65:
Current state tax expense 3,30¢ 2,671 1,14¢
Deferred federal tax expense 10,13: (6,329 4,23:
Deferred state tax expense 501 1,147 2,66¢
Income tax expense $ 28,30t $ 20,36. $ 26,70:

Income tax expense for the years ended December 31, 2017, 2016 and 2015 differs dmoutitedetermined by
applying the statutory federal rate of 35% to income before income taxes as follows:

Year Ended December 31,

2017 2016 2015
(In thousands)
Expense at federal tax rate $ 11,22t $ 17,38 $ 21,48«
State taxes, net of federal income tax effect 1,831 2,67¢ 3,23t
Stockbased compensation 682 824 1,56(
Non-deductible expenses 171 14t 107
Effect of change in tax rate 15,11% ) T
Other (720) (66€) 31t

$ 28,30t $ 20,36. $ 26,70:




For the year ended December 31, 2017, we recorded income tax expense of $28.3 million which includes $15.1 of incom
tax expense related to the effects of the Tax which are required to be recorded in the period of enactment. Excluding the
impact of the Tax Act, income tax expense for 2017 would have been $13.2 million.

The tax effected cumulative temporary differences that give rise to deferred tax assetdldied Bsbof December 31,
2017 and 2016 are as follows:

December 31,
2017 2016
(In thousands)

Deferred Tax Assets:

Finance receivables $ 23,03 $ 28,98t
Accrued liabilities 20€ 2,32
NOL carryforwards 52¢ 1,697
Built in losses 5,271 8,91¢
Pension accrual 1,65¢ 2,10
Stock compensation 3,64z T
Other 582 2,34:

Total deferred tax assets 34,92« 46,37(

Deferred Tax Liabilities:

Deferred loan costs (2,239 (3,229
Furniture and equipment (24%) (302)
Total deferred tax liabilities (2,47§) (3,525
Net deferred tax asset $ 32,44¢ % 42,84*

We acquired certain net operating losses and-buitiss assets as part of our acquisitions of MFN Financial Corp.

(AMFNO) in 2002 and TFC Enterprises, | rae .undérgoieiCavipershim 2 00 3
change for purposes of I nternal Revenue Code (fil RC0) Sect
the ability of a |l oss corporation (that ardscreditzarrgfawam.or at i on
certainbuilti n | osses ( ABI kckadge NOLtcarryfarwards$ dr Blles toioffsat taxyallesincome arising after an

ownership change.

In determining the possible future realization of deferred tax assets, wedrasidered future taxable income from the
following sources: (a) reversal of taxable temporary differences; and (b) tax planning strategies that, if necessasy, would b
implemented to accelerate taxable income into years in which net operating lossestimigtise expire.

Deferred tax assets are recognized subject to manageme
allowance is recognized for a deferred tax asset if, based on the weight of the available evidence, itkislyrtbignlinot that
some portion of the deferred tax asset will not be realized. In making such judgements, significant weight is givercéoteatden
can be objectively verified. Although realization is not assured, we believe that the realizatioreobtrézed net deferred tax
asset of $32.4 million as of December 31, 2017 is more likely than not based on forecasted future net earnings. Onardnet defer
tax asset of $32.4 million consists of approximately $22.8 million of net U.S. federal defaress$éss and $9.6 million of net
state deferred tax assets. The major components of the deferred tax asset are $5.8 million in net operating loss caandorward
built in losses and $23.2 million in net deductions which have not yet been taken optartax r

As of December 31, 2017, we had net operating loss carryforwards for state income tax purposes of $12.3 million. These
state net operating losses begin to expire in 2018.

We recognize a tax position act ®d tblheateftite otndxy pdsiitti ars
tax examination, with a tax examination being presumed to occur. The amount recognized is the largest amount of taat benefit t
is greater than 50% likely of being realized on examination. For tax pesitomot meet i ng t he Amore | ik
benefit is recorded. We recognize potential interest and penalties related to unrecognized tax benefits as income.té&t expense
December 31, 2017, we had no unrecognized tax benefits for uncertpostaans.

We are subject to taxation in the US and various state jurisdictions. With few exceptions, we are no longer subject to U.S
federal, state, or local examinations by tax authorities for years before 2014.

(10) Related Party Transactions



In December 2007, one of our directors purchased a $4.0 million subordinated renewable note pursuant to our ongoing progran
of issuing such notes to the public. The note was purchased through the registered agent and under the same ternzand conditi
including the interest rate, that were offered to other purchasers at the time the note was issued. As of December 31, 2017, $4
million remains outstanding on this note.

(11) Commitments and Contingencies
Leases
The Company leases its facilities arattain computer equipment under rzancelable operating leases, which expire

through 2025. Future minimum lease payments at December 31, 2017, under these leases are due during the years ended
December 31 as follows:

Amount

(In thousands)
2018 $ 6,49:
2019 6,79(
2020 6,71(
2021 6,85¢
2022 5,46t
Thereafter 1,61¢
Total minimum lease payments $ 33,93:

Rent expense for the years ended December 31, 2017, 2016 and 2015, was $6.3®Rlimillion and $4.1 million,
respectively.

Our facility leases contain certain rental concessions and escalating rental payments, which are recognized as adjustmer
to rental expense and are amortized on a striighbasis over the terms of the dea.

Legal Proceedings

Consumer LitigationWe are routinely involved in various legal proceedings resulting from our consumer finance
activities and practices, both continuing and discontinued. Consumers can and do initiate lawsuits against us allégasgo¥iolat
law applicable to collection agkceivables, and such lawsuits sometimes allege that resolution as a class action is appropriate.

For the most part, we have legal and factual defenses to consumer claims, which we routinely contest or settle (for
immaterial amounts) depending on thetigalar circumstances of each case.

Department of Justice Industry Inquidy. January 2015, we were served with a subpoena by the U.S. Department of
Justice (the ADOJO) directing us to produce certaonmanddocum
securitization of sulprime automobile contractinse 2005, in connection with an investigation by the DOJ in contemplation of a
civil proceeding for potential violations of the Financial Institutions Reform, Recovery, and Enforcement Act of 1989.JTihe DO
its investigation requested information rehgti among other matters, to the underwriting criteria used to originate these
automobile contracts and to the representations and warranties relating to those underwriting criteria that were madtoin conn
with the securitization of the automobile c@uts. We are among several other securitizers epsgute automobile receivables
who received such subpoenas in 2014, 2015 and 2016. We have provided the required information, and we were advised by the
DOJ in February 2018 that no further informationeiguired of us and that no enforcement action is recommended.

Although the inquiry commenced January 2015 is thus completed as to us, no assurance can be given as to whether son
other government agency may commence inquiries into or actions agaimst as,to whether the DOJ may recommence its
investigation, any of which hypothetical proceedings might materially and adversely affect us.

In General There can be no assurance as to the outcomes of the matters described or referenced above asaohcord
measurement date, most recently as of December 31, 2017, our best estimate of probable incurred losses for legal gontingencie
including each of the matters described or referenced above. The amount of losses that may ultimately be incutved cannot
estimated with certainty. However, based on such information as is available to us, we believe that the total of probadble inc
losses for legal contingencies as of December 31, 2017 is immaterial, and that the range of reasonably possiblthé& g fo
proceedings and contingencies we face, including those described or referenced above, as of December 31, 2017 does not exce
$1 million.



Accordingly, we believe that the ultimate resolution of such legal proceedings and contingencieachuaNg a
material adverse effect on our consolidated financial condition. We note, however, that in light of the uncertainti¢sninheren
contested proceedings, the wide discretion vested in the DOJ and other government agencies, and the detenemnseninat
give to assertions made by government litigants, there can be no assurance that the ultimate resolution of these nuatbers will
material to our operating results for a particular period, depending on, among other factors, the sizebtHmkility imposed
and the level of our income for that period.

(12) Employee Benefits

We sponsor a pretax savings and profit sharing plan (1t
Revenue Code. Under the 401(k) Plan,ielgemployees are able to contribute up to the maximum allowed under the law. We
may, at our discretion, match 100% of employeesdé contri bu
contributions to the 401(k) Plan were $1.2 millio829,000, and $838,000, respectively, for the years ended December 31, 2017,
2016 and 2015.

We also sponsor a defined benefit plan, the MFN Financ
frozen on June 30, 2001.

The followingtdd | es represents a reconciliation of the change
and funded status at December 31, 2017 and 2016:

December 31,
2017 2016
(In thousands)

Change in Projected BenefitObligation

Projected benefit obligation, beginning of year $ 2151t 3 21,38t
Service cost T T
Interest cost 85¢ 88~
Assumption changes 1,53¢ 9t
Actuarial (gain) loss (29¢) 8¢
Settlements T |
Benefits paid (1,04%) (93€)
Projected benefit obligation, end of year $ 22,56: $ 21,51¢
Change in Plan Assets
Fair value of plan assets, beginning of year $ 16,24: $ 16,37:
Return on assets 1,50¢ 1,031
Employer contribution i |
Expenses (260 (226€)
Settlements T T
Benefits paid (1,045 (93€)
Fair value of plan assets, end of year $ 16,44t  $ 16,24:
Funded Status at end of year $ (6,11 $ (5,277

Additional Information

Weighted average assumptions used to determine benefit obligations and cost at December 31, 2017 and 2016 were as
follows:

December, 31
2017 2016

Weighted average assumptions used to determine benefit obligations
Discount rate 3.50% 4.05%

Weighted average assumptions used to determine net periodic benefit cost
Discount rate 4.05% 4.20%
Expected return on plan assets 7.25% 7.50%



Our overall expected loatgrm rate of return on assets is 7.25% per annum as of December 31, 2017. The expected long
term rate of return is based on thieighted average of historical returns on individual asset categories, which are described in
more detail below.

December 31,
2017 2016 2015
(In thousands)

Amounts recognized on Consolidated Balance Sheet

Other assets $ i $ i $ |

Other liabilities (6,116) (5,272) (5,01)
Net amount recognized $ (6,11 $ (5,279 % (5,019

Amounts recognized in accumulated other comprehensive loss

consists of:

Net loss $ 11,35  $ 10,61¢ $ 10,59:

Unrecognized transition asset T T T
Net amount recognized $ 11,35 $ 10,61¢ $ 10,59:

Components of netperiodic benefit cost

Interest cost $ 85t % 88z % 84:

Expected return on assets (1,149 (1,199 (1,50¢)

Amortization of transition asset T T T

Amortization of net loss 40¢E 552 34¢

Net periodic benefit cost 111 23€ (31€)

Settlement (gain)/loss T T T
Total $ 111 $ 23 $ (316

Benefit Obligation Recognized in Other Comprehensive Loss

(Income)

Net loss (gain) $ 73z % 25 3 2,61t

Prior service cost (credit) | T i
Amortization of prior service cost i i i
Net amount recognized in other comprehensive loss (income)  $ 732 $ 28 % 2,61¢

The estimated net loss that will be amortized from accumulated other comprehensive income into net periodic benefit cos
in 2018 is $443,000.

The weighted average asset allocation of our pension benefits at December 31, 2Z211Ganmere as follows:

December 31,

2017 2016
Weighted Average Asset Allocation at YeaEnd
Asset Category
Equity securities 83% 85%
Debt securities 17% 15%
Cash and castquivalents 0% 0%
Total 100% 100%

Our investment policies and strategies for the pension benefits plan utilize a target allocation of 75% equity securities anc
25% fixed income securities (excluding Company stock).iGugstment goals are to maximize returns subject to specific risk
management policies. We address risk management and diversification by the use of a professional investment advisar and seve
sub-advisors which invest in domestic and international ecggturities and domestic fixed income securities. Eactadulsor
focuses its investments within a specific sector of the equity or fixed income market. For-#tvisals focused on the equity
markets, the sectors are differentiated by the marketatiapiion, the relative valuation and the location of the underlying issuer.
For the sukadvisors focused on the fixed income markets, the sectors are differentiated by the credit quality and the maturity of
the underlying fixed income investment. The istveents made by the saldvisors are readily marketable and can be sold to fund
benefit payment obligations as they become payable.

Cash Flows



Estimated Future Benefit Payments (In thousands)

2018 $ 822
2019 854
2020 89¢
2021 93¢
2022 981
Years 2023 2027 5,44¢
Anticipated Contributions in 2018 $ T

The fair value of plan assets at December 31, 2017 and 2016, by asset category, is as follows:

December 31, 2017

Level 1 (1) Level 2 (2) Level 3 (3) Total

Investment Name: (in thousands)
Company Common Stock $ 3,631 % [ [ 3,63t
Large Cap Value T 2,32¢ T 2,32¢
Mid Cap Index | 654 T 654
SmallCap Growth | 657 T 657
Small Cap Value | 647 i 647
Large Cap Blend | 661 T 661
Growth | 2,31: i 2,31:
International Growth T 2,68: T 2,68
Core Bond | 1,87(C T 1,87(
High Yield | 373 i 37%
Inflation Protected Bond | 50¢& T 50¢
Money Market I 12€ T 12¢

Total $ 3,63 $ 12,817  $ [ 16,44¢

December 31, 2016

Level 1 (1) Level 2 (2) Level 3 (3) Total

Investment Name: (in thousands)
Company Common Stock $ 4581 $ [ [ 4,581
Large Cap Value T 2,23¢ T 2,23¢
Mid Cap Index | 62& i 62&
Small Cap Growth I 621 T 621
Small Cap Value I 687 T 687
Focus Value | 67€ T 67¢
Growth T 1,98( T 1,98(
International Growth T 2,392 T 2,39:
Core Bond i 1,64« T 1,64«
High Yield | 35¢€ T 35¢€
Inflation Protected Bond | 43: T 43¢
Money Market I 10 T 1C

Total $ 4,581 $ 11,66: $ [ 16,24

(1) Company common stock is classified as level 1 and valued using quoted prices in active markets for identical asset

(2) All other plan assets istock, bond and money market funds are classified as level 2 and valued using significant obs
inputs.

(3) There are no plan assets classified as level 3 in the fair value hierarchy as a result of having significant unobsentsb

(13) Fair Value Measurements

ASC 820, "Fair Value Measurements" clarifies the principle that fair value should be based on the assumptions market
participants would use when pricing an asset or liability and establishes a fair value hierarchy that ptteritfesmation used
to develop those assumptions. Under the standard, fair value measurements are separately disclosed by level witalnghe fair v
hierarchy.

ASC 820 defines fair value, establishes a framework for measuring fair value, estabiisieeteael valuation
hierarchy for disclosure of fair value measurement and enhances disclosure requirements for fair value measuremeasts. The thre
levels are defined as follows: level Inputs to the valuation methodology are quoted prices (unadjdstedgntical assets or



liabilities in active markets; level 2inputs to the valuation methodology include quoted prices for similar assets and liabilities in
active markets, and inputs that are observable for the asset or liability, either diraudiyemtly, for substantially the full term of

the financial instrument; and level 3nputs to the valuation methodology are unobservable and significant to the fair value
measurement.

Repossessed vehicle inventory, which is included in Other assets oansolidated balance sheet, is measured at fair
value using level 2 assumptions based on our actual loss experience on sale of repossessed vehicles. At Decembes 31, 2017, th
finance receivables related to the repossessed vehicles in inventory $&&/édnillion. We have applied a valuation adjustment,
or loss allowance, of $24.0 million, which is based on a recovery rate of approximately 29%, resulting in an estimated fair v
and carrying amount of $9.7 million. The fair value and carrying atnofuthe repossessed inventory at December 31, 2016 was
$11.1 million after applying a valuation adjustment of $28.9 million.

There were no transfers in or out of level 1 or level 2 assets and liabilities for 2017 and 2016. We have no levet 3 assets |
liabilities that are measured at fair value on a-remurring basis.

The estimated fair values of financial assets and liabilities at December 31, 2017 and 2016, were as follows:

As of December 31, 2017

Financial Instrument (In thousands)
Carrying Fair Value Measurements Using:
Value Level 1 Level 2 Level 3 Total
Assets:
Cash and cash equivalents $ 12,73: % 12,73. $ [ i $ 12,73:
Restrictedcash and equivalent 111,96! 111,96! T i 111,96!
Finance receivables, net 2,195,79 T T 2,171,84i 2,171,84
Accrued interest receivable 46,75 T T 46,75 46,75:
Liabilities:
Warehouse lines of credit $ 112,40¢ $ [ | $ 112,40t $ 112,40¢
Accrued interest payable 4,21z I I 4,21z 4,21
Securitization trust debt 2,083,21! T T 2,089,67: 2,089,67:
Subordinated renewable note: 16,56¢ T T 16,56¢ 16,56¢
As of December 31, 2016
Financial Instrument (In thousands)
Carrying Fair Value MeasurementsuUsing:
Value Level 1 Level 2 Level 3 Total
Assets:
Cash and cash equivalents $ 13,93t $ 1393t $ [ [ 13,93¢
Restricted cash and equivaler 112,75« 112,75 T T 112,75
Finance receivables, net 2,172,36! T T 2,104,50: 2,104,50:
Accrued interest receivable 36,23 T T 36,23 36,23
Liabilities:
Warehouse lines of credit $ 103,35¢ $ | $ i $ 103,35¢ % 103,35
Accrued interest payable 3,71¢ [ T 3,71t 3,71t
Securitization trust debt 2,080,901 T T 2,138,89; 2,138,89:
Subordinated renewable note: 14,94¢ I T 14,94¢ 14,94¢

The following summary presents a description of the methodologies and assumptions used to estimate the fair value of
our financial instruments. Much of tlformation used to determine fair value is highly subjective. When applicable, readily
available market information has been utilized. However, for a significant portion of our financial instruments, actitedoarke
not exist. Therefore, significantezhents of judgment were required in estimating fair value for certain items. The subjective
factors include, among other things, the estimated timing and amount of cash flows, risk characteristics, credit gogditgsind
rates, all of which are subjetm change. Since the fair value is estimated as of December 31, 2017 and 2016, the amounts that will
actually be realized or paid at settlement or maturity of the instruments could 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 estimated by discounting future cash flows expected to be collected using current
rates at which similar receivables could be originated.

Accrued Interest Receivable and Payable
The carrying value approximates fair value.
Warehouse Lines of Credit, Residual Interest Financing, and Subordinated Renewable Notes

The carrying value appkimates fair value because the related interest rates are estimated to reflect current market
conditions for similar types of secured instruments.

Securitization Trust Debt

The fair value is estimated by discounting future cash flows using intetesthat we believe reflect the current market
rates.

(14) Quarterly Financial Data (unaudited)

Quarter Ended

September December
March 31, June 30, 30, 31,
(In thousands, except per share data)

2017
Revenues $ 107,59¢ $ 110,07: $ 109,48{ $ 107,22
Income before income tax expense 7,792 7,952 8,10¢ 8,21
Net income (loss) 4,48( 4,572 4,66: (9,95
Earnings(loss) per share:

Basic $ 0.1¢ $ 0.2¢ $ 021 $ (0.4¢)

Diluted 0.1¢ 0.17 0.17 (0.4¢)
2016
Revenues $ 100,64¢ $ 104,93. $ 108,51t $ 108,18:
Income before income tax expense 12,22¢ 12,32t 12,45¢ 12,65:
Net income 7,21¢ 7,272 7,34¢ 7,46t
Earnings per share:

Basic $ 0.2¢ $ 03C $ 031 $ 0.31

Diluted 0.2¢ 0.2t 0.2¢ 0.2¢
2015
Revenues $ 85,98¢ $ 88,36 $ 93,99: $ 95,30¢
Income before income tax expense 14,74¢ 15,20( 15,64¢ 15,78:
Net income 8,33: 8,531 8,84: 8,96
Earnings per share:

Basic $ 03: % 03: % 032 % 0.3t

Diluted 0.2¢ 0.27 0.2¢ 0.2¢

(15) Subsequent Events

On January 16, 2018 we executed our first securitization of 2018. In the transaction, qualified institutional buyers
purchased $190.0 million of asdmicked notes secured by $193.6 million in automobile receivables purchased by us. The sold
notes, issuelly CPS Auto Receivables Trust 26A8consist of five classes. Ratings of the notes were provided by Standard &
Poorés, and DBRS and were based on the structure ofr the t
experience as &bvicer. The weighted average yield on the notes is approximately 3.46%.

The 2018A transaction has initial credit enhancement consisting of a cash deposit equal to 1.00% of the original
receivable pool balance. The final enhancement level requiregrateel payment of principal on the notes to reach
overcollateralization of the lesser of 6.80% of the original receivable pool balance, or 18.50% of the then outstaruhtenpeol
The transaction utilizes a pfending structure, in which CPS sold appimately $121.3 million of receivables on January 16,
2018 and sold $72.3 million of additional receivables on February 9, 2018. The transaction was a private offering e, seuriti
registered under the Securities Act of 1933, or any state seclawies



In January 2018 the Company adopted the fair value method of accounting for finance receivables acquired after 2017.
Under fair value, direct originations cost will not be deferred and there will be no allowance for credit losses assticthtesd w
receivables. The Company will make estimates regarding expected finance charge revenue, and the timing and magnitude of cre
losses, to establish the fair value of the receivables on a quarterly basis, with changes in fair value recorded tstiategtetite
of income. In addition, the fair value may be impacted by market conditions.



Exhibit 21

Registrant Consumer Portfolio Services, Inc.

Subsidiaries of the Registrant

Name Jurisdiction of Organization
CPSReceivables Five LLC Delaware
Page Six Funding LLC Delaware
Page Seven Funding LLC Delaware
Page Nine Funding LLC Delaware
Folio Residual Holdings LLC Delaware

Other subsidiaries, which would not constitute a significant subsidiary if consicldiectively as a single subsidiary, are omitted.



Exhibit 23.1

CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

We consent to the incorporation by reference in Registration Statement Nd9®3% and 33368976 on Form -3, Nos.333
152969 and 33204492 on Form -8, and Nos. 3358199, 33335758, 33375594, 333115622, 333135907, 333161448, 333
166892, and 33393926 on Form -8 of Consumer Portfolio Services, Inc. of our report dated March 7, 2018 relating to the
financial stéements and effectiveness of internal control over financial reporting, appearing in this Annual Report on-korm 10

/s/ Crowe Horwath LLP
CROWE HORWATH LLP

Costa Mesa, California
March 7, 2018



EXHIBIT 31.1

CERTIFICATION PURSUANT TO RULE 1344(a)OF THE SECURITIES EXCHANGE ACT OF 1934
AS ADOPTED PURSUANT TO SECTION 302 OF THE SARBANEXLEY ACT OF 2002

I, Charles E. Bradley, Jr., certify that:

1.

(@)

(b)

(©)

(d)

(@)

(b)

I have reviewed this Annual Report on FormK.@or the fiscal year ended December 31, 201Cofisumer Portfolio
Services, Inc.;

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

Based on my knowledge, the financial statements, and other financial information included in this report, fairly
in all material respects the financ@ndition, results of operations and cash flows of the registrant as of, and fol
periods presented in this report;

The registrantds other certifying officer(s) and
procedures (as defined in Exchange Act Rules1Ee) and 15d.5(e)) and internal control over financial reporting
defined in Exchange Act Rules 13&(f) and 15€15(f)) for the registrant and have:

Designed such disclosure controls and ptares, or caused such disclosure controls and procedures
designed under our supervision, to ensure that material information relating to the registrant, includ
consolidated subsidiaries, is made known to us by others within those entitiiesl|grdy during the perioc
in which this report is being prepared,;

Designed such internal control over financial reporting, or caused such internal control over financi:
reporting to be designed under our supervision, to provide reasonalrengesregarding the reliability o
financial reporting and the preparation of financial statements for external purposes in accordance
generally accepted accounting principles;

Evaluated the effecti v e coptwlsandprocedures and grasénted im thisy
our conclusions about the effectiveness of the disclosure controls and procedures, as of the end of
covered by this report based on such evaluation; and

Disclosed inthisreportamyhange i n the registrantodés interr
during the registrantés most recent fiscal q
annual report) that has materially affected, orisreasondblgli y t o materi ally ¢

internal control over financial reporting; and

The registrantds other certifying officer(s) and
over financial reporting, tothee gi st rant é6s auditors and the audit
persons performing the equivalent functions):

All significant deficiencies and material weaknesses in the design or operation of internal control ov
finand a | reporting which are reasonably Iikely
summarize and report financial information; and

Any fraud, whether or not material, that involves management or other employees whaigmitcant
role in the registrantoés internal control ov

Date: March 7, 2018

/sl Charles E. Bradley, Jr.
Charles E. Bradley, Jr.
Chairman, President and Chief Executive Officer




EXHIBIT 31.2

CERTIFICATION PURSUANT TO RULE 13d4(a) OF THE SECURITIES EXCHANGE ACT OF 1934
AS ADOPTED PURSUANT TO SECTION 302 OF THE SARBANIEEXLEY ACT OF 2002

I, Jeffrey P. Fritz, Jr., certify that:

1.

(@)

(b)

(€)

(d)

(@)

(b)

I have reviewed this Annual Report on FormK.@or the fiscal yeaended December 31, 2017 of Consumer Portfi
Services, Inc.;

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

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

The registrantds other certifying off i cdscldgssre coraraisdar
procedures (as defined in Exchange Act Rules1Ee) and 15d.5(e)) and internal control over financial reporting
defined in Exchange Act Rules 13&(f) and 15€15(f)) for the registrant and have:

Designed such digasure controls and procedures, or caused such disclosure controls and procedur:
designed under our supervision, to ensure that material information relating to the registrant, includ
consolidated subsidiaries, is made known to us by othiéhgwhose entities, particularly during the peri
in which this report is being prepared,;

Designed such internal control over financial reporting, or caused such internal control over financic
reporting to be designed under our supervisiomprovide reasonable assurance regarding the reliabilit
financial reporting and the preparation of financial statements for external purposes in accordance
generally accepted accounting principles;

Evaluated the effectiveness of theiregt r ant 6 s di scl osure control s
our conclusions about the effectiveness of the disclosure controls and procedures, as of the end of
covered by this report based on such evaluation; and

Disclosel i n this report any change in the regist
during the registrantés most recent fiscal q
annual report) that has materially affegtedor i s reasonably | ikely t

internal control over financial reporting; and

The registrantds other ¢
overf i nanci al reporting, t
persons performing the equivalent functions):

ertifying
o the registra
All significant deficiencies and material weaknesses in the design or operatiarnél control over

financi al reporting which are reasonably Iik
summarize and report financial information; and

Any fraud, whether or not material, that involves managemesith@r employees who have a significan
role in the registrantoés internal control ov

Date: March 7, 2018

/sl Jeffrey P. Fritz
Jeffrey P. Fritz
Executive Vice President and Chief Financial Officer




EXHIBIT 32

CERTIFICATIONS PURSUANT TO 18 U.S.C. SECTION 1350
AS ADOPTED PURSUANT TO SECTION 906 OF THE SARBANIEEXLEY ACT OF 2002

I n connection with the Annual Report of Cerfosthenfiscal yeBrendedf ol i
Decenber 31, 2017, as filed with the Securities and Exchang
Jr., chairman, president and chief executive officer, and Jeffrey P. Fritz , chief financial officer and executive dieet peash

hereby certifies, pursuant to 18 U.S.C. Secli8B0, as adopted pursuant to Sec806 of the Sarbanegdxley Act of 2002, that,

to his knowledge:

Q) the Report fully complies with the requirements of Secti8(a) or 15(d) of the Securiti&change Act of 1934; anc
(2 the information contained in the Report fairly presents, in all material respects, the financial condition and resi
operations as of December 31, 2017.

March 7, 2018

/sl Charles E. Bradley, Jr.
Charles E. Bradley, Jr.
Chairman, President and Chief Executive Officer

March 7, 2018

/sl Jeffrey P. Fritz
Jeffrey P. Fritz
Chief Financial Officer and Executive Vice President




