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IN THE UNITED STATES BANKRUPTCY COURT
NORTHERN DISTRICT OF TEXAS

DALLAS DIVISION
)
In re: ) Chapter 7
TRICOLOR HOLDINGS, LLC, et al., ! i Case No. 25-33487 (MVL)
Debtors. 3 (Jointly Administered)
)

DECLARATION OF JULIA M. BESKIN IN SUPPORT OF
TRUSTEE’S OBJECTION TO DANIEL CHU’S MOTION FOR ORDER

AUTHORIZING USE OF PROCEEDS OF DIRECTORS AND OFFICERS LIABILITY
INSURANCE POLICIES FOR DEFENSE EXPENSES AND OTHER LOSS AMOUNTS

I, Julia M. Beskin, being duly sworn, state the following under penalty of perjury and that

the following is true and correct to the best of my knowledge, information, and belief:

I am an attorney at law admitted to practice before all State Courts of New York,

the United States District Courts for the Northern and Southern Districts of New York, and

admitted pro hac vice in this proceeding. I am a partner of the law firm of McDermott Will &

Schulte LLP (“McDermott”), counsel to the Chapter 7 trustee (the “Trustee™) appointed in the

above-captioned case, and my office is located at 919 Third Avenue, New York, New York, 10022.

I submit this Declaration in support of the above-referenced Objection.?

1

In addition to appearing on behalf of Tricolor Holdings, LLC (“Tricolor Holdings”) in the above-captioned case,

Anne Elizabeth Burns, serves as Chapter 7 Trustee for the following related debtor entities: TAG Intermediate Holding
Company, LLC (Case No. 25-33495), Tricolor Auto Group, LLC (Case No. 25-33496), Tricolor Auto Acceptance,
LLC (Case No. 25-33497), Tricolor Insurance Agency, LLC (Case No. 25-33512), Tricolor Home Loans LLC dba
Tricolor Mortgage (Case No. 25-33511), Tricolor Real Estate Services, LLC (Case No. 25-33514), TAG California
Holding Company, LLC (Case No. 25-33493), Flexi Compras Autos, LLC (Case No. 25-33490), TAG California
Intermediate Holding Company, LLC (Case No. 25-33494), Tricolor California Auto Group, LLC (Case No. 25-
33502), Tricolor California Auto Acceptance, LLC (Case No. 25-33501), Risk Analytics LLC (Case No. 25-33491),
Tricolor Tax, LLC (Case No. 25-33515), Tricolor Financial, LLC (Case No. 25-33510), Tricolor Auto Receivables
LLC (Case No. 25-33498), Tricolor Asset Funding, LLC (Case No. 25-33492), and Apoyo Financial, LLC (Case No.
25-33489) (collectively, “Tricolor” or the “Debtors”).

2

Capitalized terms used but not defined herein shall have the meanings given to such terms in the Objection.
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3. Attached as Exhibit 1 hereto is a true and correct copy of an article by David Adams
titled Coach Dismissed for Alleged NCAA Violations published by The Sewanee Purple, dated
April. 6, 1992, available at: https://dspace.sewanee.edu/server/api/core/bitstreams/8eee286e-efbe-
4231-a85e-b69e9c743e67/content.

4. Attached as Exhibit 2 hereto is a true and correct copy of Crown Group, Inc.’s
Annual Report (Form 10-K), dated August 6, 2001, available at: https://www.sec.gov/Archives/
edgar/data/799850/000095013401504748/d89588e10-k405..txt.

5. Attached as Exhibit 3 hereto is a true and correct copy of an article by Jacob
Adelman titled U.S. Banks Missed Warning Signs on Tricolor. Now, Their Losses Are Adding Up,
published by Barron’s, dated Oct. 6, 2025.

6. Attached as Exhibit 4 hereto is a true and correct copy of the Letter of Resignation
from Daniel Chu to the Chairman, President, and CEO of Origin Bank regarding Mr. Chu’s
resignation from Origin Bank’s Board of Directors, dated September 6, 2025.

7. Attached as Exhibit 5 hereto is a true and correct copy of a Swap Transaction
Confirmation by and between Chu Family Investments, LLC and Origin Bank, dated August 29,
2025.

8. Attached as Exhibit 6 hereto is a true and correct copy of a Realtor.com listing for
4208 Beverly Drive, Highland Park, TX 75205, Realtor.com, as of December 9, 2025.

0. Attached as Exhibit 7 hereto is a true and correct copy of an email from Daniel
Chu to Tait Johnson re: Sharpe Law Group — Chu Entity Structure, dated September 16, 2025.

10. Attached as Exhibit 8 hereto is a true and correct copy of an email from Daniel
Chu to tricolorchu@gmail.com re: Florida Homestead Law Guide — Alper Law, dated September

17,2025.
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11. Attached as Exhibit 9 hereto is a true and correct copy of an email from Daniel
Chu to tricolorchu@gmail.com attaching a Purchase Agreement Termination Agreement, dated
September 24, 2025.

12. Attached as Exhibit 10 hereto is a true and correct copy of the Notice of
Circumstances Letter from Tricolor Holdings, LLC to Travelers Bond & Specialty Insurance
Claim, CNA Insurance, and Old Republic Professional Liability, Inc., dated October 8, 2025.

* * *

Pursuant to 28 U.S.C. § 1746, I declare under penalty of perjury that the foregoing is true
and correct to the best of my knowledge and belief.
Dated: December 9, 2025

/s/ Julia M. Beskin
Julia M. Beskin (admitted pro hac vice)
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<DOCUMENT >
<TYPE>10-K405
<SEQUENCE>1
<FILENAME>d89588e10-k405. txt
<DESCRIPTION>FORM 10-K FOR FISCAL YEAR END APRIL 30, 2001

<TEXT>
<PAGE> 1
SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549
FORM 10-K
[X] ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES
EXCHANGE ACT OF 1934
For the fiscal year ended: Commission file number:
APRIL 30, 2001 0-14939
CROWN GROUP, INC.
(Exact name of registrant as specified in its charter)

<Table>
<S> <C>

TEXAS
63-0851141
(State or other jurisdiction of incorporation or organization) (I.R.S.
Employer Identification No.)
</Table>

4040 N. MACARTHUR BLVD., SUITE 100, IRVING, TEXAS
(Address of principal executive offices)

75038
(Zip Code)

(972) 717-3423
(Registrant's telephone number, including area code)

Securities registered pursuant to Section 12(b) of the Act: None

Securities registered pursuant to Section 12(g) of the Act: Common Stock, par
value $.01 par share

Indicate by check mark whether the Registrant (1) has filed all reports
required to be filed by Section 13 or 15(d) of the Securities Exchange Act of
1934 during the preceding 12 months (or for such shorter period that the
Registrant was required to file such reports), and (2) has been subject to such
filing requirements for the past 90 days. Yes X No
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Indicate by check mark if disclosure of delinquent filers pursuant to
Item 405 of Regulation S-K is not contained herein, and will not be contained,
to the best of the Registrant's knowledge, in definitive proxy or information
statements incorporated by reference in Part III of this Form 10-K or any
amendment to this Form 10-K. [X]

As of August 6, 2001 the aggregate market value of the voting stock
held by non-affiliates (all persons other than executive officers, directors and
holder's of 5% or more of the Registrant's common stock) of the Registrant
(4,429,541 shares) was $15,946,348.

As of August 6, 2001 there were 6,735,367 shares of the Registrant's
common stock outstanding.

DOCUMENTS INCORPORATED BY REFERENCE:

Portions of the Registrant's definitive Proxy Statement for its Annual
Meeting of Stockholders to be held in 2001 are incorporated by reference into
Part III of this report, with the exception of information regarding executive
officers required under Item 10 of Part III, which information is included in
Part I, Item 1.

<PAGE> 2

PART I

ITEM 1. BUSINESS

FORWARD-LOOKING STATEMENTS

The Private Securities Litigation Reform Act of 1995 provides a "safe harbor”
for certain forward-looking statements. Certain information included in this
Annual Report on Form 10-K contains, and other materials filed or to be filed by
the Company with the Securities and Exchange Commission (as well as information
included in oral statements or other written statements made or to be made by
the Company or its management) contain or will contain, forward-looking
statements within the meaning of Section 21E of the Securities Exchange Act of
1934, as amended, and Section 27A of the Securities Act of 1933, as amended. The
words "believe," "expect, anticipate, estimate, project” and similar
expressions identify forward-looking statements, which speak only as of the date
the statement was made. The Company undertakes no obligation to publicly update
or revise any forward-looking statements. Such forward-looking statements
address, among other things, the Company's current focus on the development and
expansion of its automobile businesses, and its goal of maximizing its return on
its other businesses and investments. Such forward-looking statements are based
upon management's current plans or expectations and are subject to a number of
uncertainties and risks that could significantly affect current plans,
anticipated actions and the Company's future financial condition and results. As
a consequence, actual results may differ materially from those expressed in any
forward-looking statements made by or on behalf of the Company as a result of
various factors. Uncertainties and risks related to such forward-looking
statements include, but are not limited to, those relating to the development of
the Company's businesses, continued availability of lines of credit for the
Company's businesses, changes in interest rates, competition, dependence on
existing management, economic conditions (particularly in the states of Texas,
Arkansas and Florida), changes in tax laws or the administration of such laws
and changes in lending laws or regulations. Any forward-looking statements are
made pursuant to the Private Securities Litigation Reform Act of 1995 and, as
such, speak only as of the date made.
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GENERAL AND HISTORY

Crown Group, Inc. ("Crown"), and collectively with its subsidiaries (the
"Company"), is primarily in the business of selling and financing used
automobiles and trucks principally to consumers with limited or damaged credit
histories. In addition, Crown also has investments in other industries. As of
April 30, 2001 Crown owned a 95% fully diluted ownership interest in America's
Car-Mart, Inc. ("Car-Mart") and 70% of Smart Choice Automotive Group, Inc.
("Smart Choice"). Smart Choice owns 100% of Paaco Automotive Group, Inc. and
Premium Auto Acceptance Corporation (collectively, "Paaco"). Each of Car-Mart,
Smart Choice and Paaco sell and finance used vehicles. At April 30, 2001 Crown
also owned (i) 50% of Precision IBC, Inc. ("Precision"), a firm specializing in
the sale and rental of intermediate bulk containers ("IBC's"), (ii) 80% of
Concorde Acceptance Corporation ("Concorde"), a prime and sub-prime mortgage
lender, and (iii) minority positions in certain other entities that operate in
the high technology industry or focus on Internet commerce. The Company 1is
presently focusing on (i) the development and expansion of its automobile
businesses, and (ii) maximizing its return on its other businesses and
investments. For a summary of the Company's operating results and other
financial data by business segment, see Note U of the Company's consolidated
financial statements appearing elsewhere in this annual report.

Prior to 1997 the Company had been involved in riverboat gaming (June 1993 to
May 1996) and various facets of the cable and related programming businesses
(1983 to June 1993). In November 1996 the Company began pursuing opportunities
in other fields seeking to develop or purchase businesses that it believed had
strong growth and earnings prospects. The Company had also made business
investments that it believed had strong capital gain potential. As a result,
from June 1997 through December 1999 the Company made a number of acquisitions,
investments and business formations, some of which have since been sold,
including two at substantial gains (Inktomi - $26.4 million pretax gain and
Casino Magic Neuquen - $10.7 million pretax gain). Also, during this period the
Company acquired three companies that sell and finance used vehicles (Car-Mart,
Paaco and Smart Choice), which business has now become the principal focus of
the Company.

<PAGE> 3

USED CAR SALES AND FINANCE (CAR-MART, PAACO AND SMART CHOICE)
GENERAL

Car-Mart, Paaco and Smart Choice operate separate vertically integrated used
car sales and finance businesses that attract customers who may not qualify for
conventional financing as a result of limited credit histories or past credit
problems (hereinafter referred to as "Sub-Prime Borrowers"). These operations
include (i) the purchase, reconditioning (Paaco only) and sale of used cars and
trucks, (ii) the underwriting, financing and servicing of the related retail
installment contracts, and, if necessary, (iii) the repossession and remarketing
of the vehicles. While Car-Mart, Paaco and Smart Choice are in the same business
and share a number of operating characteristics, the companies are different in
many respects. Paaco and Smart Choice operate primarily in larger metropolitan
areas (such as Dallas and Houston, Texas and Orlando and Tampa, Florida),
whereas Car-Mart tends to operate in smaller communities in the central United
States. Paaco reconditions almost every vehicle prior to sale whereas Car-Mart
and Smart Choice do not. Paaco focuses on the Hispanic market while Car-Mart and
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sell newer and more expensive vehicles than Car-Mart or Smart Choice. Presented
below is a summary of certain information with respect to Car-Mart, Paaco and
Smart Choice as of April 30, 2001.

<Table>
<Caption>
Car-Mart Paaco

Smart Choice
<S> <C> <C>
<C>

Founded 1981 1992
1997

Dealerships (excluding satellite locations) 36 12
10

Location of dealerships AR, OK, TX, MO, IN, KS, KY X
FL

Customer accounts 20,736 11,591
12,321

Employees 314 396
245
</Table>
INDUSTRY

Used Car Sales

Used car retail sales typically occur through franchised new car dealerships
that sell used cars or independent used car dealerships. The market for used car
sales in the United States is significant and has steadily increased over the
past five years. Management believes the factors that have led to growth in this
industry include (i) substantial increases in new car prices, which have made
new cars less affordable to the average consumer, (ii) the greater reliability
and durability of used cars resulting from the production of higher quality
cars, and (iii) the increasing number of vehicles coming off lease programs in
recent years. Many industry analysts expect these trends to continue, leading to
further expansion of the used car sales market.

Car-Mart, Paaco and Smart Choice participate in the sub-prime segment of the
independent used car sales and finance market. This segment is serviced
primarily by numerous small independent used car dealerships that sell and
finance the sale of used cars to Sub-Prime Borrowers ("Buy Here-Pay Here"
dealers). Buy Here-Pay Here dealers typically offer their customers certain
advantages over more traditional financing sources, such as broader and more
flexible underwriting guidelines, flexible payment terms (including prorating
customer payments due within one month into several smaller payments and
scheduling payments to coincide with a customer's pay days), and the ability to
make payments in person, an important feature to many Sub-Prime Borrowers who
may not have checking accounts or are otherwise unable to make payments by the
due date through the mail because of the timing of paychecks.

Used Car Financing

The automobile financing industry is the third-largest consumer finance
market in the country, after mortgage debt and revolving credit card debt.
Growth in automobile financing has been fueled by increasing prices of both new
and used cars, which has forced more buyers to seek financing when purchasing a
car. This industry is served by traditional lending sources such as banks,
savings and loans, and captive finance subsidiaries of automobile manufacturers,
as well as by independent finance companies and Buy Here-Pay Here dealers. In
general, the industry is categorized according to the type of car sold (new
versus used) and the credit characteristics of the borrower.
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not consistently provide financing to the sub-prime consumer finance market.
Management believes traditional lenders avoid this market because of its high
credit risk and the associated collection efforts. Many of the estimated 63,000
independent used car dealers are not able to obtain debt financing from
traditional lending sources such as banks, credit unions, or major finance
companies. Many of these dealers typically finance their operations through the
sale of contract receivables at a discount.

OPERATIONS
Purchasing Vehicles

Car-Mart, Paaco and Smart Choice purchase vehicles from (i) franchised new
and late-model used car dealers, (ii) auctions, (iii) wholesalers, and (iv)
customers, as a result of trade-ins. Prior to purchasing a vehicle, the
Company's buyers perform an inspection and, as permitted, test drive each
vehicle. The identity of the buyer responsible for each vehicle acquired 1is
tracked through the Company's computer systems which allows management to
monitor the results of each buyer. Management monitors (i) the average number of
days vehicles are held in inventory, and (ii) the cost of each vehicle in
comparison to similar models purchased by other Company buyers and in comparison
to wholesale market values.

<PAGE> 4
Reconditioning

Paaco reconditions almost every vehicle it purchases at its centralized
reconditioning center in Grand Prairie, Texas where a variety of parts,
assemblies, and systems are inspected and, if necessary, repaired or replaced.
In addition to inspecting, repairing and preparing acquired vehicles for sale,
this facility is used to perform service work on vehicles for customers pursuant
to service contracts that are provided with most of the vehicles sold by Paaco.

In general, Car-Mart and Smart Choice perform little or no reconditioning on
the vehicles they purchase. Their buyers are instructed to thoroughly inspect
and evaluate each vehicle in order to identify and purchase vehicles that
require little or no reconditioning. Car-Mart offers and Smart Choice provides a
service contract to its customers which covers certain vehicle components and
assemblies for a specified duration. For covered components, Car-Mart customers
have their vehicles serviced at third party service centers with which Car-Mart
has in many cases previously negotiated labor rates and mark-up percentages on
parts. Similarly, Smart Choice customers have their vehicles serviced at third
party service centers or one of Smart Choice's service facilities. Over 90% of
Car-Mart customers elect to purchase a service contract when purchasing a
vehicle.

Selling, Marketing and Advertising

Paaco and Smart Choice dealerships are typically staffed with a manager, up
to six sales personnel, and others which may include clerical workers,
collectors, mechanics and a porter. The lots are generally operated six days a
week between the hours of 10:00 am and 8:00 pm. Each lot typically maintains an
inventory of 35 to 75 cars and trucks. On a regular basis, Paaco and Smart
Choice sales personnel attend training classes where each phase of the sales
process is rehearsed. Sales personnel are paid principally on a commission
basis.

In addition to television and radio advertising, Paaco and Smart Choice
conduct a variety of promotional activities including a sales referral program,
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promotional items. Existing customers have historically been a good source of
referrals.

The number of persons employed at a Car-Mart dealership varies depending upon
the number of active customer accounts serviced at such dealership. A new
dealership with a limited number of accounts may only have a manager and an
assistant or two. In contrast, a mature dealership with several hundred active
accounts may have a manager, an assistant manager, a manager trainee, two
collectors, two payment takers/office workers, a sales associate, a buyer and an
assistant or two. Car-Mart dealerships are generally operated six days a week
from 9:00 am to 6:00 pm. Each dealership typically maintains an inventory of 15
to 50 vehicles depending on the maturity of the dealership. Selling is done
principally by the manager, assistant manager, management trainee or sales
associate.

Car-Mart's objective is to offer its customers basic transportation at a fair
price and treat each customer courteously and with respect. Car-Mart attempts to
build a positive reputation in each community where it operates, and generate
new business from such reputation as well as from existing customer referrals.
Car-Mart recognizes repeat customers with silver and gold certificates
representing the purchase of five and ten vehicles, respectively. Such
certificates are prominently displayed at the dealership location where the
vehicles were purchased. Its dealerships are generally located on heavily
traveled roads that offer high visibility. Car-Mart advertises in local
newspapers, on billboards and on the radio.

Underwriting and Finance

Each of Car-Mart, Paaco and Smart Choice finance more than 95% of the used
cars and trucks sold at their dealerships. These retail installment contracts
are serviced exclusively by Company personnel. In connection with each such
financing, sales must be made on acceptable terms, and to a customer with a
satisfactory credit profile. Most financings require a down payment of 8% to 15%
of the retail sales price, have a term not in excess of 42 months and require
that payments be made on a weekly, bi-weekly or semi-monthly basis.

Upon the customer and the Company coming to a preliminary agreement as to
terms, the Company obtains a detailed credit application from the customer which
includes information regarding employment, residence and credit history, income
level and personal references. This information is then verified by Company
personnel. After the verification process, it is the dealership manager, in the
case of Car-Mart, or centralized buy-room personnel in the case of Paaco and
Smart Choice, who make the decision to accept, reject, or modify (perhaps obtain
a greater down payment or require an acceptable co-buyer) the proposed
transaction. The results of these decisions are constantly monitored by Company
personnel through the review of finance receivables aging and repossession
reports which are stratified by dealership. In addition, Company personnel
periodically review credit files to evaluate the soundness of these decisions,
and ensure that appropriate information was obtained and verified.

Collections

Providing financing to Sub-Prime Borrowers requires not only that the Company
have an effective underwriting process, but that its collection policies and
procedures be sound and diligently executed. The majority of the Company's
customers make their payments in person at one of the dealerships, although some
customers mail their payments into the dealership, or, in the case of Smart
Choice, a centralized collection facility. Each of Car-Mart, Paaco and Smart
Choice closely monitor their customer accounts using collections software that
stratifies past due accounts by dealership and the number of days past due.
Customers are contacted by phone within a few days if their payment is not
received on the scheduled due date. The results of each phone contact are
documented (promises to pay, alternative payment arrangements, etc.) by Company
personnel.
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If a customer becomes seriously delinquent in his or her payments, and
management determines that timely collection of future payments is not probable,
the Company will take steps to repossess the vehicle. Of the vehicles
repossessed, many are returned by the customer on a voluntary basis. Other
repossessions are performed by Company personnel or third party repossession
agents. Depending on the condition of a repossessed vehicle, it is either resold
through a Company dealership (generally after some reconditioning in the case of
Paaco), or sold for cash to a wholesaler or other third party at an auction.

The Company monitors the results of its collection personnel based upon a
number of quantitative criteria including (i) installment contract agings, (ii)
the percentage of accounts past due versus a standard, and (iii) static pool
analysis.

COMPETITION

The used automotive retailing industry is highly competitive and fragmented.
Presently there are an estimated 23,000 franchised automobile dealers and 63,000
independent used vehicle dealers. Although there are a number of large companies
in this industry, including Car Max and Auto Nation U.S.A., management believes
these operations do not provide significant competition for Car-Mart, Paaco or
Smart Choice as they tend to sell higher priced vehicles to consumers with
stronger credit histories. Car-Mart, Paaco and Smart Choice compete principally
with other independent Buy Here-Pay Here dealers, and to a lesser degree with
(i) the used vehicle retail operations of franchised automobile dealerships,
(ii) independent used vehicle dealers, and (iii) individual consumers who sell
used vehicles in private transactions.

Management believes the principal competitive factors in the sale of its used
vehicles include (i) the availability of financing to Sub-Prime Borrowers, (ii)
the breadth and quality of vehicle selection, (iii) the availability of popular
vehicles, (iv) pricing, (v) the convenience of a dealership's location, (vi)
customer service, and (vii) in the case of Paaco, the ability to communicate in
Spanish with its Spanish speaking customers. Management believes that its
dealerships are competitive in each of these areas.

REGULATION AND LICENSING

The Company's operations are subject to ongoing regulation, supervision, and
licensing under various federal, state, and local statutes, ordinances, and
regulations pertaining to the sale and financing of vehicles. These laws include
the Truth In Lending Act, the Equal Credit Opportunity Act and the Fair Credit
Reporting Act of 1970. Among other things, these laws require that the Company
obtain and maintain certain licenses and qualifications, limit or prescribe
terms of the contracts it originates, require specified disclosures to
customers, limit the Company's right to repossess and sell collateral, and
prohibit discrimination against customers on the basis of certain
characteristics including age, race and gender.

In many cases the Company charges fixed interest rates in excess of
traditional finance companies on the contracts originated at its dealerships.
The states in which the Company operates impose limits on interest rates the
Company can charge on its loans. These limits are generally based on either (i)
a specified margin above the federal discount rate, or (ii) the age of the
vehicle. Management believes the Company is in compliance in all material
respects with all applicable federal, state, and local laws and regulations.
However, the adoption of additional laws, changes in the interpretation of
existing laws, or the Company's entrance into jurisdictions with more stringent
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used vehicle sales and finance business.

<PAGE> 6

MORTGAGE LENDING (CONCORDE)
GENERAL

Concorde is in the business of originating, purchasing, servicing and selling
prime and sub-prime mortgage loans which are secured primarily by first and
second liens on residential properties. These loans are generally sold to
institutional investors within 45 days of originating or purchasing the loan.

Concorde primarily focuses on lending to individuals who have impaired or
unsubstantiated credit histories and/or unverifiable income. Loans made to these
individuals do not qualify for purchase by government-sponsored agencies such as
the Fannie Mae or Freddie Mac, and thus are sometimes referred to as
non-conforming or sub-prime mortgage loans. Such loans generally provide higher
yields than conforming or prime loans. The principal differences between
conforming loans and non-conforming loans include the applicable loan-to-value
ratios, the credit and income histories of the mortgagors, the documentation
required for approval of the mortgagors, the loan purpose, the loan sizes, and
the mortgagors' occupancy status with respect to the mortgaged properties.
Second mortgage loans are made to borrowers owning single-family homes for the
purpose of debt consolidation, home improvements, education and a variety of
other purposes. These loans generally provide a higher interest rate yield than
first mortgage loans, and are secured by a second lien on the property.

Management believes the sub-prime mortgage loan industry is fragmented and
operates inefficiently compared to the conforming loan industry, and as a
result, higher interest rate yields are available to sub-prime mortgage lenders
even after considering a higher rate of loan defaults. Management also believes
the sub-prime mortgage loan industry is less cyclical than the conforming loan
industry because the sub-prime mortgage borrower is more "payment" sensitive
than "interest rate" sensitive. In addition, the federal tax code's preferential
treatment of the interest expense deduction for home mortgage loans makes it
financially advantageous for many individuals to convert their credit card and
other consumer loans into a mortgage loan.

LOAN ORIGINATIONS AND PURCHASES

Concorde originates mortgage loans through a network of independent mortgage
brokers and directly through Internet, telemarketing and direct mail programs.
Concorde also purchases mortgage loans from a network of wholesale loan brokers
and correspondents, including banks and thrift institutions. Concorde typically
pays a premium for loans purchased from correspondents, as well as to mortgage
brokers for loans they originate. A summary of Concorde's loan originations and
purchases for the fiscal years ended April 30, 2001, 2000 and 1999 is as follows
(dollars in millions):

<Table>
<Caption>

Fiscal 2001 Fiscal 2000 Fiscal 1999
<S> <C> <C> <C> <C> <C> <C>
Direct $ 44.2 23.1% $ 28.2 18.7% $ 38.1 34.1%

Wholesale brokers 140.6 73.7 119.4 78.9 64.5 57.7
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</Table>

Prior to purchasing loans through wholesale loan brokers and correspondents,
Concorde reviews the loan packages to determine whether the packages are
complete and adhere to Concorde's underwriting guidelines. Depending on the size
of the pool of loans purchased, Concorde may engage a third-party underwriter to
re-underwrite the loans, verify the borrower's employment status, determine the
quality of the appraisal and assign a credit grade. Concorde also analyzes the
financial condition of the mortgage broker, which includes a review of the
mortgage broker's licenses and financial statements. Upon approval, Concorde
requires each mortgage broker to enter into a purchase and sale agreement that
contains customary representations and warranties regarding the loans being sold
to Concorde.

UNDERWRITING

Concorde's underwriting guidelines are provided to mortgage loan brokers and
mortgage bankers so they can create loan applications or bulk purchase packages
which meet such guidelines. Upon receipt of a completed loan package from a
mortgage loan broker, Concorde's underwriting staff reviews the package, which
includes the loan application, a current appraisal of the underlying collateral
property, a preliminary title report and a credit report to determine if the
proposed loan meets its underwriting guidelines. To assess the credit quality of
each loan, Concorde's underwriters consider various factors, including the
appraised value of the collateral property, the applicant's debt payment
history, credit profile and employment status, and the combined debt
service-to-income ratio and loan-to-value ratio upon completion of the proposed
mortgage loan. Concorde does not delegate underwriting authority to any broker
or correspondent.

Property appraisals for loans originated or purchased by Concorde are
conducted by licensed, independent appraisers who are approved by Concorde. Upon
receipt of the appraisal, Concorde's underwriting staff reviews the value of the
underlying collateral based upon a full review of the appraisal. Concorde
selects its appraisers based on professional experience, education, membership
in related professional organizations and experience with the appraiser. For
wholesale and correspondent loans purchased, Concorde will typically request a
second appraisal if the original appraisal was completed by an appraiser who is
not acceptable to Concorde.

Prior to funding a loan, Concorde's underwriting staff determines the
applicant's creditworthiness and ability to service the loan. Verification of
personal financial information, credit history, mortgage or rent history, and
employment history is required prior to closing a loan. Concorde has established
classifications with respect to its borrowers based upon the credit profile of
such borrower and certain other borrower characteristics. Each loan applicant is
placed into one of four letter ratings ("A" through "D", with sub-ratings within
each

<PAGE> 7

category), depending upon a number of factors including the applicant's credit
history and employment status. Terms of loans made by Concorde, as well as the
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upon the classification of the borrower. Borrowers with lower credit ratings
generally pay higher interest rates and loan origination fees. Upon successful
completion of the underwriting process, the closing of the loan is scheduled
with an independent closing attorney or title company who is responsible for
closing the loan in accordance with Concorde's closing procedures.

LOAN SERVICING AND COLLECTIONS

Servicing involves, among other things, collecting payments, applying such
payments of principal and interest to the appropriate loan, ensuring the
underlying collateral is properly insured, preparing reports relative to such
loans and enforcing the lender's rights with respect to the loans, including
recovering delinquent payments, instituting foreclosures and liquidating the
underlying collateral. Concorde's servicing portfolio is subject to reduction by
normal monthly payments, prepayments, foreclosures and the sale of mortgage
loans. In some states in which Concorde operates, prepayment fees may be limited
or prohibited by applicable law.

Concorde sends borrowers a monthly billing statement twenty days prior to the
monthly payment due date. Although borrowers generally make loan payments within
ten to fifteen days after the due date (the "grace period"), if a borrower fails
to pay the monthly payment within the grace period, Concorde commences
collection efforts by notifying the borrower of the delinquency. If the loan
remains unpaid, Concorde will contact the borrower to determine the cause of the
delinquency and to obtain a commitment to cure the delinquency at the earliest
possible time. As a general matter, if efforts to obtain payment have not been
successful, a pre-foreclosure notice will be sent to the borrower generally 30
days after the due date of the next subsequently scheduled installment,
providing 30 days notice of the impending foreclosure action. During the 3@-day
notice period, collection efforts continue. However, if no substantial progress
has been made in collecting delinquent payments from the borrower, foreclosure
proceedings generally begin.

Loans originated or purchased by Concorde are secured by mortgages, deeds of
trust, security deeds or deeds to secure debt, depending upon the prevailing
practice in the state in which the property securing the loan is located.
Depending on local law, foreclosure is effected by judicial action or
nonjudicial sale, and is subject to various notice and filing requirements.
Although foreclosure sales are typically public sales, frequently no third-party
purchaser bids in excess of the lender's lien. Thus, it is likely the lender
will purchase the property from the trustee or referee for an amount equal to
the principal amount outstanding under the loan, accrued and unpaid interest and
the expenses of foreclosure. Depending upon market conditions and loan-to-value
ratios, the ultimate proceeds from the sale of the collateral may not equal
Concorde's investment in the property.

LOAN SALES

Concorde sells the majority of the loans it originates and purchases to
institutional investors. Loans are sold on a wholesale basis to third party
institutions on a limited recourse basis for cash, with servicing rights
released approximately 60 days from the date of sale. In most cases, Concorde is
required to refund a portion of the premium it received on the sale of a loan,
if such loan is prepaid by the borrower within a specified period, generally
twelve months. Under certain circumstances, such as fraud or immediate borrower
default, Concorde may be required to repurchase the loan.

REGULATION

The operations of Concorde are subject to extensive regulation, supervision
and licensing by federal, state and local government authorities. Regulated
matters include, without limitation, loan origination (including laws
prohibiting lenders from discriminating against applicants on the basis of race,
color, sex, age or marital status), credit activities, maximum interest rates
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transactions, the collection, repossession and claims-handling procedures
utilized by Concorde, multiple qualification and licensing requirements for
doing business in various jurisdictions and other trade practices. Concorde's
loan origination activities are subject to the laws and regulations in each of
the states in which those activities are conducted. Concorde's activities as a
lender are also subject to various federal laws including, among others, the
Truth in Lending Act ("TILA"), the Real Estate Settlement Procedures Act
("RESPA"), the Equal Credit Opportunity Act of 1974, as amended ("ECOA"), the
Home Mortgage Disclosure Act and the Fair Credit Reporting Act of 1970, as
amended ("FCRA").

The laws, rules and regulations applicable to Concorde are subject to
amendment and change. Changes or amendments to existing law, or new laws could
make compliance much more difficult or expensive, restrict Concorde's ability to
originate, purchase, broker or sell loans, further limit or restrict the amount
of commissions, interest and other charges earned on loans originated or sold by
Concorde, or otherwise adversely affect the business or prospects of Concorde.

COMPETITION

Concorde is small compared to many of its competitors and faces intense
competition in the business of originating, purchasing and selling mortgage
loans. Competition in the industry takes many forms including convenience in
obtaining a loan, customer service, marketing and distribution channels, and the
amount and terms of the loan. Traditional competitors in the financial services
business include other mortgage banking companies, commercial banks, credit
unions, thrift institutions, credit card issuers and finance companies. Most of
these competitors in the consumer finance industry are substantially larger and
have considerably greater financial, technical and marketing resources than
Concorde.

<PAGE> 8

IBC RENTALS AND SALES (PRECISION)
GENERAL

Precision is in the business of renting and selling intermediate bulk
containers ("IBC's" or "portable tanks") to petroleum related, specialty
chemical, industrial and manufacturing concerns. Precision's tanks generally
come in two sizes (350 gallon and 550 gallon) and are used primarily to
transport and store liquids in bulk. Precision also performs certain tank
maintenance, testing, tracking and reconditioning services, and sells spare
parts such as valves and lids on both a retail and OEM basis. Precision operates
from facilities in Fairhope, Alabama and Lafayette, Louisiana and at April 30,
2001 had approximately 10,200 principally stainless steel tanks in its rental
fleet.

OPERATIONS

Precision's portable tanks are manufactured according to its specifications
primarily from two contractors, although other manufacturing sources are
available. Precision maintains a supply of tanks, valves and lids to meet the
sometimes immediate needs of its customers. These lids are typically
manufactured by Precision in house with the occasional assistance of certain
subcontractors, while valves are manufactured overseas according to Precision's
specifications.

Periodically, Precision receives tanks back from customers who are returning
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returned to the rental fleet, or sold as used equipment. Precision also performs
testing services on a fee basis for its customers. The U.S. Department of
Transportation regulations require that IBC's be tested every 30 months if they
are being used to transport regulated materials (flammables, corrosives,
methanol) over public roadways. This certification is generally the customer's
responsibility to maintain. For some customers Precision performs maintenance
services on their tanks. For a fee, Precision will change valves and lids,
perform external cleanings and provide reconditioning services. These services
are performed at Precision's Lafayette, Louisiana facility as well as on site.

MARKET AND MARKETING

Precision's primary focus is on renting portable tanks. As a secondary focus
Precision sells new and used tanks and related spare parts. A large portion of
tank rentals and sales come from existing customers and referrals. Precision
advertises in nationally distributed periodicals and direct markets extensively.
Precision's sales personnel also attend industry trade shows and make sales
calls to existing and potential customers. Presently, Precision has about 100
customers in 20 states throughout the United States. Precision's customers are
principally in the oil field production and drilling, specialty chemical, water
treatment, textile and manufacturing industries.

COMPETITION

Precision competes with other companies specializing in the sale and rental
of tanks. Competitive factors in the industry include price, availability,
service, product quality and convenience. Precision believes it competes
effectively with other tank suppliers. Precision's tanks also compete with 55
gallon carbon steel drums. Precision's 350 and 550 gallon tanks are more
expensive than carbon steel drums. However, Precision's tanks offer certain
competitive advantages over drums, including their (i) greater durability and
ease in storing and dispensing liquids, (ii) longer useful life, and (iii)
greater space efficiencies. They also eliminate the disposal costs associated
with carbon steel drums.

EMPLOYEES
As of April 30, 2001 the Company, including its consolidated subsidiaries,
employed approximately 1,060 persons full time. None of the Company's employees

are covered by a collective bargaining agreement and the Company believes that
its employee relations are satisfactory.
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EXECUTIVE OFFICERS

The executive officers of the Company are as follows:

<Table>
<Caption>

NAME AGE POSITION WITH THE COMPANY
<S> <C> <C>

Edward R. MCMUPrphy . .. iiiii ittt et i iiieteennnnnnns 50 Chairman of the Board,

President and Chief Executive
Officer



Case 25-33487-mvl7 Doc 522-2 Filed 12/09/25 Entered 12/09/25 17:15:53 Desc
Exhibit 2 - Crown Group Inc.s Annual Report (10-K) dated August 6 2001 Page 14 of 72

Tilman J. Falgout, IIT.......ccetiiiiiiinnnnnnnnnnnens 52 Executive Vice President,
General Counsel and Director

Mark D. SIUSSEI. ...ttt eeeeeeeeeonnaaaaannnnns 43 Chief Financial Officer,
Vice President Finance and
Secretary
</Table>

EDWARD R. MCMURPHY, has served as the Company's Chief Executive Officer since
July 1984. Mr. McMurphy has been a director of the Company since its inception
in April 1983. From 1979 to June 1986, Mr. McMurphy served as President of
Marion Properties, Inc., a real estate development company and former parent of
the Company from July 1984 to June 1986.

TILMAN J. FALGOUT, III, has served as Executive Vice President and General
Counsel of the Company since March 1995 and as a director of the Company since
September 1992. From 1978 through June 1995, Mr. Falgout was a partner in the
law firm of Stumpf & Falgout, Houston, Texas.

MARK D. SLUSSER, has served as Chief Financial Officer of the Company since
October 1989 and as Secretary since April 1990. From 1981 until joining the
Company, Mr. Slusser was employed by Ernst & Young LLP, where he held various
positions in the Audit Department including Senior Manager.

ITEM 2. PROPERTIES

As of April 30, 2001 the Company leased substantially all of its facilities,
including dealerships, collection facilities that service dealership portfolios,
and the Company's corporate offices. These facilities are located principally in
the states of Arkansas, Florida, Oklahoma and Texas. The Company's corporate
administrative offices are located in approximately 6,000 square feet of leased
space in Irving, Texas.

ITEM 3. LEGAL PROCEEDINGS

In March 1999, prior to Crown's ownership interest in Smart Choice, certain
shareholders of Smart Choice filed two putative class action lawsuits against
Smart Choice and certain of Smart Choice's officers and directors in the United
States District Court for the Middle District of Florida (collectively, the
"Securities Actions"). The Securities Actions purport to be brought by
plaintiffs in their individual capacity and on behalf of the class of persons
who purchased or otherwise acquired Smart Choice publicly traded securities
between April 15, 1998 and February 26, 1999. These lawsuits were filed
following Smart Choice's announcement on February 26, 1999 that a preliminary
determination had been reached that the net income it had announced on February
10, 1999 for the fiscal year ended December 31, 1998 was likely overstated in a
material, undetermined amount. Each of the complaints assert claims for
violations of Section 10(b) of the Securities Exchange Act of 1934 and Rule
10b-5 of the Securities and Exchange Commission as well as a claim for the
violation of Section 20(a) of the Exchange Act. The plaintiffs allege that the
defendants prepared and issued deceptive and materially false and misleading
statements to the public, which caused the plaintiffs to purchase Smart Choice
securities at artificially inflated prices. In April 2001 Smart Choice and the
plaintiffs representatives executed an agreement whereby Smart Choice will pay
$2.5 million in full settlement of the above described actions. All of the $2.5
million settlement amount has been funded by Smart Choice's insurance carrier.
The agreement is subject to final approval of the court.

In the ordinary course of business, the Company has become a defendant in
various other types of legal proceedings. Although the Company cannot determine
at this time the amount of the ultimate exposure from these ordinary course of
business lawsuits, if any, management, based on the advice of counsel, does not
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aggregate, to have a material adverse effect on the Company's financial
position, results of operations or cash flows.
ITEM 4. SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS

No matters were submitted to a vote of security holders of the Company during
the fourth quarter ended April 30, 2001.
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PART II
ITEM 5. MARKET FOR REGISTRANT'S COMMON EQUITY AND RELATED STOCKHOLDER MATTERS

The Company's common stock is authorized for quotation on the NASDAQ National
Market under the NASDAQ symbol CNGR. The following table sets forth, by fiscal
quarter, the high and low sale prices reported by NASDAQ for the Company's
common stock for the periods indicated.

<Table>
<Caption>
Fiscal 2001 Fiscal 2000

High Low High Low
<S> <C> <C> <C> <C>
First quarter $ 5.50 $ 4.75 $ 6.50 $ 4.00
Second quarter 5.50 4.44 5.50 4.00
Third quarter 5.00 3.63 5.50 4.38
Fourth quarter 4.19 3.51 6.00 3.88
</Table>

As of July 26, 2001 there were approximately 1,351 stockholders of record.
This number excludes individual stockholders holding stock under nominee
security position listings.

Since its inception the Company has paid no dividends on its common stock.
The Company currently intends to follow a policy of retaining earnings to
finance future growth. Payment of dividends in the future will be determined by
the Company's Board of Directors and will depend upon, among other things, the
Company's future earnings, operations, capital requirements and surplus, general
financial condition, contractual restrictions that may exist, and such other
factors as the Board of Directors may deem relevant.

ITEM 6. SELECTED FINANCIAL DATA

The financial data set forth below was derived from the audited consolidated
financial statements of the Company and should be read in conjunction with the
consolidated financial statements and related notes thereto, and Management's
Discussion and Analysis of Financial Condition and Results of Operations
contained elsewhere herein. (In thousands, except per share amounts.)
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<Caption>
Years Ended April 30,

2001 2000 1999 1998 1997
<S> <C> <C> <C> <C> <C>
Revenues $342,762 $237,641 $111,286 $ 21,188 $ 2,030
Net income $ 5,963 $ 14,836 $ 17,508 $ 367 $ 8,860
Earnings per share - diluted $ .74 $ 1.54 $ 1.68 $ .04 $ .80
Total assets $302,520 $290,907 $168,135 $ 92,203 $ 38,237
Total debt $209,388 $191,052 $ 96,187 $ 46,035
Stockholders' equity $ 58,932 $ 58,867 $ 53,059 $ 35,051 $ 35,713
Shares outstanding 6,980 8,248 10,097 9,434 10,395
</Table>

10
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ITEM 7. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS
OF OPERATIONS

The following discussion should be read in conjunction with the Company's
consolidated financial statements appearing elsewhere in this annual report.

OVERVIEW

Crown Group, Inc. ("Crown"), and collectively with its subsidiaries (the
"Company"), is primarily in the business of selling and financing used
automobiles and trucks principally to consumers with limited or damaged credit
histories. In addition, Crown also has investments in other industries. As of
April 30, 2001 Crown owned a 95% fully diluted ownership interest in America's
Car-Mart, Inc. ("Car-Mart") and 70% of Smart Choice Automotive Group, Inc.
("Smart Choice"). Smart Choice owns 100% of Paaco Automotive Group, Inc. and
Premium Auto Acceptance Corporation (collectively, "Paaco"). Each of Car-Mart,
Smart Choice and Paaco sell and finance used vehicles. At April 30, 2001 Crown
also owned (i) 50% of Precision IBC, Inc. ("Precision"), a firm specializing in
the sale and rental of intermediate bulk containers ("IBC's"), (ii) 80% of
Concorde Acceptance Corporation ("Concorde"), a prime and sub-prime mortgage
lender, and (iii) minority positions in certain other entities that operate in
the high technology industry or focus on Internet commerce. The Company 1is
presently focusing on (i) the development and expansion of its automobile
businesses, and (ii) maximizing its return on its other businesses and
investments.

RESULTS OF OPERATIONS

The Company has made a variety of acquisitions, dispositions and business
investments over the last three years (see Note C of the Company's consolidated
financial statements appearing elsewhere in this annual report). All
acquisitions have been accounted for using the purchase method of accounting.
The Company has included the operating results of each majority-owned subsidiary
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dispositions and business investments made by the Company, operating results for
the years ended April 30, 2001, 2000 and 1999 are not entirely comparable. Below
is a summary of the number of months each companies' operating results are
included in the Company's consolidated results of operations for the years ended
April 30, 2001, 2000 and 1999:

<Table>
<Caption>

Number of Months

Included in

Month Crown Month Crown Fiscal Years Ended
April 30,
Acquired Disposed @ = = ----mmemmeemmmemmeeeeeeeoeo
Entity or Formed or Sold 2001 2000
1999
<S> <C> <C> <C> <C>
<C>
Car-Mart 1-99 12 months 12 months
3 1/2 months
Paaco 2-98 12 months 12 months
12 months
Smart Choice 12-99 12 months 5 months
Other:
Concorde 6-97 12 months 12 months
12 months
Precision 2-98 11-00 (50% sold) 6 months 12 months
12 months
Crown E1 Salvador 2-99 4-01 12 months 12 months
2 months
Home Stay 5-98 12-99 -- 7 months
12 months
Atlantic Castings 3-99 4-00 -- 12 months
2 months
Casino Magic Neuquen 6-97 10-99 -- 5 months
12 months
</Table>
11
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CONSOLIDATED REVIEW

The Company's business segments are categorized principally by legal entity,
which is how management organizes the segments for making operating decisions
and assessing performance. The segments include (i) Car-Mart, (ii) Paaco, (iii)
Smart Choice, and (iv) other. Each of Car-Mart, Paaco and Smart Choice sell and
finance used vehicles. "Other" includes corporate operations and Concorde
(mortgage loans), and for certain periods, Precision (IBC rentals and sales),
Crown E1 Salvador (gaming), Home Stay (lodging), and the Company's equity
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casting). "Other" also includes gains and losses on the sale of securities.
Below is a summary of revenue and pretax income by business segment, and a more
detailed operating statement by segment, for the years ended April 30, 2001,
2000 and 1999 (in thousands):

<Table>
<Caption>
Revenues Pretax Income (Loss)
Years Ended April 30, Years Ended April 30,
2001 2000 1999 2001 2000 1999
<S> <C> <C> <C> <C> <C> <C>
Car-Mart $ 105,706 $ 89,382 $ 27,031 $ 16,375 $ 13,562 $
3,872
Paaco 122,985 94,708 70,728 7,093 4,318
(2,187)
Smart Choice 98,923 35,856 -- (7,591) 831
Other 16,315 19,723 14,346 (5,024) 6,909
24,273
Eliminations (1,167) (2,028) (819) -- --
Consolidated $ 342,762 $ 237,641 $ 111,286 $ 10,853 $ 25,620 $
25,958
</Table>

2001 VS. 2000

Revenues increased $105.1 million, or 44.2%, in fiscal 2001 versus fiscal
2000 principally as a result of (i) including Smart Choice in the Company's
operating results for twelve months in fiscal 2001 versus five months in fiscal
2000 ($61.0 million), and (ii) higher revenues at Car-Mart ($16.3 million) and
Paaco ($28.3 million) primarily as a result of an increase in the average number
of dealerships in operation. Pretax income decreased $14.8 million, or 57.6%, in
fiscal 2001 versus fiscal 2000 principally as a result of (i) fiscal 2000
including a $10.7 million pretax gain on the sale of Casino Magic Neuquen with
no similar gain in fiscal 2001, and (ii) fiscal 2001 including a $7.6 million
pretax loss on Smart Choice's operations (largely due to higher credit losses)
versus $.8 million of pretax income in fiscal 2000, partially offset by (iii)
higher pretax income at Car-Mart ($2.8 million) and Paaco ($2.8 million) in
fiscal 2001 compared to fiscal 2000 as a result of (a) sales growth, and (b)
lower costs and expenses as a percentage of sales.

2000 VS. 1999

Revenues increased $126.4 million, or 113.5%, in fiscal 2000 versus fiscal
1999 principally as a result of (i) including Smart Choice in the Company's
operating results in fiscal 2000 ($35.9 million), (ii) including Car-Mart in the
Company's operating results for twelve months in fiscal 2000 versus three and
one-half months in fiscal 1999 ($60.0 million), and (iii) higher revenues at
Paaco ($24.0 million) primarily as a result of an increase in the average number
of dealerships in operation. Pretax income decreased $.3 million, or 1.3%,
principally as a result of (i) fiscal 1999 including a $26.4 million pretax gain
on the sale of Inktomi Corporation common stock compared to fiscal 2000
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largely offset by (ii) including the operating results of Car-Mart for twelve
months in fiscal 2000 versus three and one-half months in fiscal 1999 ($8.5
million), (iii) substantially improved operating results at Paaco ($6.5
million), and (iv) including Smart Choice in the Company's consolidated results

of operations ($.8 million).
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<Table>
<Caption>

a % of Sales and Other

2000 1999

Revenues:

<S>

<C> <C>
Sales and other

100.0% 100.0%
Interest income

7.8 7.0

Total
107.8 107.0

Costs and expenses:
Cost of sales

54.7 53.0
Selling, gen and admin
15.6 13.8
Prov for credit loss
17.0 21.1
Interest expense
3.9 3.5
Depreciation and amort
2 2
Total
91.4 91.6

Pretax income
16.4 15.4

12
CAR-MART
% Change
Year Year 3.5 Months = -------mmmmoe oo
Ended Ended Ended 2001 2000 As
April 30, April 30, April 30, Vs Vs mm-----
2001 2000 1999 2000 1999 2001
<C> <C> <C> <C> <C> <C>
$ 97,848 $82,916 $25,273 18.0% NM 100.0%
7,858 6,466 1,758 21.5 NM 8.0
105,706 89,382 27,031 18.3 NM 108.0
53,412 45,383 13,407 17.7 NM 54.6
14,950 12,960 3,494 15.4 NM 15.3
17,215 14,104 5,325 22.1 NM 17.6
3,613 3,239 892 11.5 NM 3.7
141 134 41 5.2 NM .1
89,331 75,820 23,159 17.8 NM 91.3
$ 16,375 $13,562 $ 3,872 20.7 NM 16.7
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</Table>
NM = Not meaningful
2001 VS. 2000

Revenues increased $16.3 million, or 18.3%, in fiscal 2001 versus fiscal 2000
principally as a result of (i) increasing the average number of regular and
satellite stores in operation to 44.6 in fiscal 2001 from 37.9 in fiscal 2000,
and (ii) increasing the average sales price per retail vehicle by approximately
5%. Pretax income increased $2.8 million, or 20.7%, in fiscal 2001 versus fiscal
2000 principally as a result of (i) increased revenues (18.3%), and (ii)
slightly lower costs and expenses as a percentage of sales and other.

2000 VS. 1999

Revenues increased $62.4 million in fiscal 2001 versus fiscal 2000
principally as a result of (i) fiscal 2000 including twelve months of operating
results versus three and one-half months in fiscal 1999 ($60.0 million), and
(ii) increasing the average number of regular and satellite stores in operation
to 37.9 in fiscal 2000 from 32.3 in fiscal 1999. Pretax income increased $9.7
million in fiscal 2000 compared to fiscal 1999 principally as a result of (i)
fiscal 2000 including twelve months of operating results versus three and
one-half months in fiscal 1999 ($8.5 million), and (ii) a lower provision for
credit loss as a percentage of sales and other (17.0% in fiscal 2000 versus
21.1% in fiscal 1999).

PAACO
<Table>
<Caption>
% Change
Year Year Year = memmmmmmmmmmmo-----
Ended Ended Ended 2001 2000
a % of Sales and Other
April 30, April 30, April 30, Vs Vs
2001 2000 1999 2000 1999
2000 1999
<S> <C> <C> <C> <C> <C>
<C> <C>
Revenues:
Sales and other $106,654 $82,674 $61,848 29.0% 33.
100.0% 100.0%
Interest income 16,331 12,034 8,880 35.7 35.
14.6 14.4
Total 122,985 94,708 70,728 29.9 33.
114.6 114.4
Costs and expenses:
Cost of sales 68,700 52,259 41,858 31.5 24.
63.2 67.7
Selling, gen and admin 24,887 18,962 15,860 31.2 19.
23.0 25.6

Prov for credit loss 14,342 13,113 9,926 9.4 32.

7%

100.0%

64.4

23.3

13.4
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Interest expense 7,246 5,725 4,879 26.6 17.3
6.9 7.9
Depreciation and amort 717 331 392 116.6 (15.6)
.4 .6
Total 115,892 90,390 72,915 28.2 24.0
109.4 117.9
Pretax income (loss) $ 7,093 $ 4,318 $(2,187) 64.3 NM
5.2 (3.5)
</Table>
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2001 VS. 2000

Revenues increased $28.3 million, or 29.9%, in fiscal 2001 versus fiscal 2000
principally as a result of (i) increasing the average number of stores in
operation to 12.7 in fiscal 2001 from 10.6 in fiscal 2000, and (ii) increasing
the average sales price per retail vehicle by approximately 7%. Pretax income
increased $2.8 million, or 64.3%, in fiscal 2001 versus fiscal 2000 principally
as a result of (i) increased revenues (29.9%), and (ii) a lower provision for
credit loss as a percentage of sales and other (13.4% in fiscal 2001 versus
15.9% in fiscal 2000), which is believed to be attributable to (a) selling a
higher quality vehicle, and (b) providing a greater level of service.

2000 VS. 1999

Revenues increased $24.0 million, or 33.9%, in fiscal 2000 versus fiscal 1999
principally as a result of (i) increasing the average number of stores in
operation to 10.6 in fiscal 2000 from 8.3 in fiscal 1999, and (ii) higher
interest income in fiscal 2000 as a result of higher finance receivable balances
during fiscal 2000 as compared to fiscal 1999. Pretax income increased to $4.3
million in fiscal 2000 from a pretax loss of $2.2 million in fiscal 1999
principally as a result of (i) lower cost of sales as a percentage of sales and
other (63.2% in fiscal 2000 versus 67.7% in fiscal 1999), and (ii) lower
selling, general and administrative expenses as a percentage of sales and other
(22.9% in fiscal 2000 versus 25.6% in fiscal 1999).

SMART CHOICE

<Table>
<Caption>
% Change
Year 5 Months Year = seseemmemeeeeea-e---
Ended Ended Ended 2001 2000
a % of Sales and Other
April 30, April 30, April 30, Vs Vs
2001 2000 1999 2000 1999
2000 1999
<S> <C> <C> <C> <C> <C>

6.8
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Sales and other

100.0% 100.0%
Interest income
28.1 34.5
Total
128.1 134.5

Costs and expenses:
Cost of sales

59.5 57.5
Selling, gen and admin
26.0 27.2
Prov for credit loss
37.8 31.0
Interest expense
13.3 14.1
Depreciation and amort
1.3 1.6
Total
137.9 131.4

Pretax income (loss)

(9.8) 3.1

</Table>

2001 VS 2000

Inc.s Annual Report (10-K) dated August 6

$ 77,206

21,717

45,940
20,119
29,153
10,253

1,049

$ (7,591)

$ 26,657
9,199

15,335
7,255
8,257
3,743

435

$ 831

Revenues increased $63.1 million in fiscal 2001 versus fiscal 2000

principally as a result of (i) fiscal 2001 including twelve months of operating

2001 Page 22 of 72

NM

NM

NM

NM

NM

NM

NM

NM

NM

NM

results versus five months in fiscal 2000 ($61.0 million), and (ii) a higher

average retail selling price per vehicle in fiscal 2001 compared to fiscal 2000.

Smart Choice reported a pretax loss of $7.6 million in fiscal 2001 versus $.8

million pretax income in fiscal 2000. The $8.4 million decrease is principally
the result of (i) the provision for credit loss increasing to 37.8% of sales and
other in fiscal 2001 from 31.0% in fiscal 2000 ($5.3 million), (ii) cost of
sales increasing to 59.5% of sales and other in fiscal 2001 from 57.5% in fiscal
2000 ($1.5 million), and (iii) a decrease in the average interest rate charged

on Smart Choice finance receivables.

<PAGE> 15

<Table>
<Caption>

14

Year

Ended
April 30,

2001

OTHER

Year

Ended
April 30,

2000

Year

Ended
April 30,

1999
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<S> <C> <C> <C>
Revenues:
Sales and other $ 12,878 $ 15,113 $ 10,844
Interest income 3,437 4,610 3,502
Total 16,315 19,723 14,346

Costs and expenses:

Cost of sales 1,180 2,827 1,865
Selling, gen and admin 14,204 15,204 11,430
Prov for credit loss 508 282 247
Interest expense 2,631 3,201 1,814
Depreciation and amort 2,159 2,668 1,966
E1l Salvador write-down 800
Total 21,482 24,182 17,322
Security gains and other 143 11,368 27,249

Pretax income (loss) $ (5,024) $ 6,909 $ 24,273

</Table>
2001 VS. 2000

Revenues decreased $3.4 million, or 17.3%, in fiscal 2001 versus fiscal 2000
principally as a result of fiscal 2001 including only six months of Precision's
operating results (50% of Precision was sold in November 2000, at which point it
has been accounted for on the equity method) versus twelve months in fiscal 2000
($3.9 million). Other pretax loss was $5.0 million in fiscal 2001 versus pretax
income of $6.9 million in fiscal 2000, a decrease of $11.9 million. The decrease
was principally the result of (i) fiscal 2000 including a $10.7 million pretax
gain on the sale of Casino Magic Neuquen with no similar gain in fiscal 2001,
and (ii) equity in earnings of unconsolidated subsidiaries decreasing $.4
million in fiscal 2001 versus fiscal 2000 principally as a result of the sale of
Casino Magic Neuquen during fiscal 2000, and (iii) increased losses at Crown El
Salvador ($.3 million) and Concorde ($.2 million) in fiscal 2001 compared to
fiscal 2000.

2000 VS. 1999

Revenues increased $5.4 million, or 37.5%, in fiscal 2000 versus fiscal 1999
principally as a result of (i) including Crown El Salvador in the Company's
operating results for twelve months in fiscal 2000 versus two months in fiscal
1999 ($2.2 million), and (ii) increased revenues at Precision ($1.9 million) and
Concorde ($.8 million) in fiscal 2000 versus fiscal 1999 as a result of the
general growth in their businesses. Pretax income decreased $17.4 million, or
71.5%, in fiscal 2000 versus fiscal 1999 principally as a result of (i) fiscal
1999 including a $26.4 million pretax gain on the sale of Inktomi Corporation
common stock versus fiscal 2000 including a $10.7 million pretax gain on the
sale of Casino Magic Neuquen, and (ii) an increased loss at Crown E1l Salvador
($1.0 million) in fiscal 2000 compared to fiscal 1999.

LIQUIDITY AND CAPITAL RESOURCES

For fiscal 2001, net cash provided by operating activities amounted to $94.0
million. The principal sources of cash resulted from (i) net income and (ii)
certain non-cash expenses (provision for credit losses and depreciation and
amortization). Net cash used by investing activities of $118.7 million included
(i) a $116.7 million use of cash in finance receivables originations in excess
of finance receivables collections, and (ii) a $3.9 million use of cash in the
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resulting from the sale of 50% of Precision. Net cash provided by financing
activities of $17.1 million principally relates to (i) net borrowings from
revolving credit facilities ($23.9 million), offset by (ii) purchases of the
Company's common stock ($5.1 million) and repayments of other debt ($1.8
million).

CROWN

As of April 3@, 2001 Crown's (parent company only) sources of liquidity
included (i) $.3 million of cash on hand, (ii) $10.6 million of receivables from
its subsidiaries, of which approximately $4.7 million was restricted due to the
terms of the credit facilities of its subsidiaries, (iii) $1.8 million of other
receivables, net of certain corresponding liabilities, and (iv) the potential
issuance of additional debt and/or equity, although Crown had no specific
commitments or arrangements to issue such additional debt and/or equity. Crown
expects that it will have adequate liquidity to satisfy its capital needs for
the foreseeable future.

15
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CAR-MART

Car-Mart's sources of liquidity include cash from operations and its $35.0
million revolving credit facility with a group of banks, of which $29.8 million
was outstanding at April 30, 2001. Based upon the collateral on hand at April
30, 2001, Car-Mart could have drawn an additional $5.2 million on its revolving
credit facility at such date. Car-Mart's revolving credit facility matures in
January 2002. Car-Mart expects that it will be able to renew or refinance its
revolving credit facility on or before the scheduled maturity date. Car-Mart
believes it will have adequate liquidity to satisfy its capital needs for the
foreseeable future.

PAACO

Paaco's sources of liquidity include cash from operations and its $62.90
million revolving credit facility with Finova Capital Corporation ("Finova"), of
which $59.0 was outstanding at April 30, 2001. As of April 30, 2001, Smart
Choice's revolving credit facility with Finova was in default, and there may be
a question as to whether such default is a basis for an event of default under
Paaco's revolving credit facility with Finova (see Smart Choice discussion
below). Thus, there is an uncertainty as to whether Paaco is eligible to draw
any additional monies under its revolving credit facility with Finova. Paaco's
revolving credit facility matures in November 2004.

It is unlikely that Finova will increase the size of Paaco's credit facility,
or that Paaco could refinance such facility with a new lender since Paaco's
advance rate (ie. 70% of eligible receivables) is believed to be above market.
Accordingly, for the foreseeable future, Paaco's ability to expand its
operations may be limited as a result of a shortage of additional capital.
Consequently, Paaco anticipates operating its business at a level consistent
with its recent past, and not substantially expanding its operations.

SMART CHOICE

For the fiscal year ended April 30, 2001 Smart Choice (excluding Paaco)
reported a net loss of $5.1 million. Smart Choice has a $98 million revolving
credit facility with Finova, of which $88.4 million was outstanding as of April
30, 2001. Since December 2000 Smart Choice has been over-advanced on its
revolving credit facility, which constitutes an event of default under the
facility. As of April 3@, 2001 Smart Choice was over-advanced by $6.2 million.
In July 2001, pursuant to the terms of its credit facility, the advance rate on
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over-advance to $18.5 million. Absent funding from an outside source, Smart
Choice does not expect it will be able to come into compliance with the current
advance rate provisions of its credit facility. As a result of the event of
default, Smart Choice is currently not entitled to receive additional advances
under its credit facility. Smart Choice is presently operating its business from
the cash generated from the collection of its finance receivables and down
payments received in connection with the sale of vehicles.

Since January 2001 Smart Choice has been in discussions with Finova with
regard to possible solutions to the over-advanced position. There are several
possible outcomes that may result from these negotiations, including:

(1) a restructuring of the Smart Choice credit facility which brings Smart
Choice back into compliance;

(ii) a sale of substantially all of Smart Choice's assets with the proceeds
being used to pay down a portion of its credit facility, and the unpaid
portion being absorbed by Finova (forgiveness of debt) and Paaco as the
parties may negotiate;

(iii) an agreement among Smart Choice, Paaco and Finova whereby substantially
all of the assets and liabilities of Smart Choice are liquidated with the
proceeds being used to pay down a portion of Smart Choice's credit
facility, and the unpaid portion being absorbed by Finova (forgiveness of
debt) and Paaco as the parties may negotiate; or

(iv) Finova's exercise of its rights under the credit facility and acceleration
of the maturity of the loan seeking to liquidate or sell the collateral,
which action may prompt Smart Choice to take actions to protect the
interests of its shareholders, including the filing of a plan of
reorganization under federal bankruptcy laws.

Although management is exploring a number of alternatives, including those
listed above, the Company cannot predict how or whether Smart Choice's default
will be resolved. As of April 30, 2001 Crown's investment in Paaco/Smart Choice
was $20.2 million ($17.6 million equity and $2.6 million debt). In addition,
Crown guarantees the credit facilities of Smart Choice and Paaco to a maximum
combined amount of $5 million.

OTHER

Concorde's sources of liquidity include cash on hand ($1.0 million at April
30, 2001) and its $25.0 million revolving credit facility with a bank, of which
$12.9 million was outstanding at April 30, 2001. Concorde is able to borrow a
specified percentage of eligible mortgage loans under the facility. Based upon
eligible mortgage loans on hand at April 30, 2001, Concorde was fully advanced
under its revolving credit facility. Concorde's revolving credit facility
matures in September 2001.

16
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At April 30, 2001 Concorde was in violation of the $1.5 million minimum net
worth covenant under its revolving credit facility, which violation has not been
waived. Concorde is presently in discussions with its lender regarding an
amendment to its credit facility. Concorde expects to execute an agreement with
its lender to cure the violation, or replace its credit facility with a
different lender.

In March 1996 the Company's Board of Directors approved a program, as
amended, to repurchase up to 6,000,000 shares of the Company's common stock from
time to time in the open market or in private transactions. As of April 30, 2001
the Company had repurchased 5,179,642 shares pursuant to this program. The
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factors including market conditions, available alternative investments and the
Company's financial position.

RECENT ACCOUNTING PRONOUNCEMENTS

In July 2001, the Financial Accounting Standards Board ("FASB") issued
Statement of Financial Accounting Standards No. 141 ("SFAS 141"), "Business
Combinations", which eliminates the pooling method of accounting for business
combinations initiated after June 30, 2001. In addition, SFAS 141 addresses the
accounting for intangible assets and goodwill acquired in a business
combination. This portion of SFAS 141 is effective for business combinations
completed after June 30, 2001. The Company does not expect SFAS 141 will have a
material impact on the Company's financial position or results of operations.

In July 2001, the FASB issued Statement of Financial Accounting Standards No.
142 ("SFAS 142"), "Goodwill and Intangible Assets", which revises the accounting
for purchased goodwill and intangible assets. Under SFAS 142, goodwill and
intangible assets with indefinite lives will no longer be amortized, but will be
tested for impairment annually, and in the event of an impairment indicator.
SFAS 142 is effective for fiscal years beginning after December 15, 2001, with
earlier adoption permitted. The Company expects the adoption of SFAS 142 will
increase annual pretax income by approximately $.7 million. The Company has
adopted SFAS 142 effective May 1, 2001.

SEASONALITY

The Company's automobile sales and finance business is seasonal in nature. In
such business, the Company's third fiscal quarter (November through January) is
historically the slowest period for car and truck sales. Many of the Company's
operating expenses such as administrative personnel, rent and insurance are
fixed and cannot be reduced during periods of decreased sales. Conversely, the
Company's fourth fiscal quarter (February through April) is historically the
busiest time for car and truck sales as many of the Company's customers use
income tax refunds as a down payment on the purchase of a vehicle. None of the
Company's other businesses experience significant seasonal fluctuations.

ITEM 7A. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK

The Company is exposed to market risk on its financial instruments from
changes in interest rates. The Company does not use financial instruments for
trading purposes or to manage interest rate risk. The Company's earnings are
impacted by its net interest income, which is the difference between the income
earned on interest-bearing assets and the interest paid on interest bearing
notes payable. Increases in market interest rates could have an adverse effect
on profitability. Financial instruments consist of fixed rate finance
receivables and fixed and variable rate notes payable. The Company's finance
receivables generally bear interest at fixed rates ranging from 9% to 26%. These
finance receivables have scheduled maturities from one to 48 months. Financial
instruments also include mortgage loans held for sale. The Company does not
experience significant market risk with such mortgage loans as they are
generally sold within 45 days of origination or purchase. At April 30, 2001 the
majority of the Company's notes payable contained variable interest rates that
fluctuate with market rates. Therefore, an increase in market interest rates
would decrease the Company's net interest income and profitability.

The table below illustrates the impact which hypothetical changes in market
interest rates could have on the Company's pretax earnings. The calculations
assume (i) the increase or decrease in market interest rates remain in effect
for twelve months, (ii) the amount of variable rate notes payable outstanding
during the period decreases in direct proportion to decreases in finance
receivables as a result of scheduled payments and anticipated charge-offs, and
(iii) there is no change in prepayment rates as a result of the interest rate
changes.
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<Caption>
Change in Change in
Interest Rates Pretax Earnings

(in thousands)

<S> <C>
+2% $ (2,380)
+1% (1,190)
-1% 1,190
-2% 2,380
</Table>
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ITEM 8. FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA

The following financial statements and accountants' reports are included in Item
8 of this report:

Reports of Independent Accountants
Consolidated Balance Sheets as of April 30, 2001 and 2000

Consolidated Statements of Operations for the fiscal years ended
April 30, 2001, 2000 and 1999

Consolidated Statements of Comprehensive Income for the fiscal years
ended April 30, 2001, 2000 and 1999

Consolidated Statements of Cash Flows for the fiscal years ended April
30, 2001, 2000 and 1999

Consolidated Statements of Stockholders' Equity for the fiscal years
ended April 30, 2001, 2000 and 1999

Notes to Consolidated Financial Statements

18
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REPORT OF INDEPENDENT CERTIFIED PUBLIC ACCOUNTANTS

Stockholders and Board of Directors
Crown Group, Inc.

We have audited the accompanying consolidated balance sheets of Crown Group,
Inc., as of April 30, 2001 and 2000, and the related consolidated statements of
operations, comprehensive income, stockholders' equity and cash flows for each
of the years then ended. These financial statements are the responsibility of
the Company's management. Our responsibility is to express an opinion on these
financial statements based on our audits.
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accepted in the United States of America. Those standards require that we plan
and perform the audit to obtain reasonable assurance about whether the financial
statements are free of material misstatement. An audit includes examining, on a
test basis, evidence supporting the amounts and disclosures in the financial
statements. An audit also includes assessing the accounting principles used and
significant estimates made by management, as well as evaluating the overall
financial statement presentation. We believe that our audits provide a
reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in
all material respects, the consolidated financial position of Crown Group, Inc.
as of April 30, 2001 and 2000, and the consolidated results of its operations
and its consolidated cash flows for each of the years then ended in conformity
with accounting principles generally accepted in the United States of America.

Grant Thornton LLP

Dallas, Texas
July 16, 2001

REPORT OF INDEPENDENT ACCOUNTANTS

Stockholders and Board of Directors
Crown Group, Inc.

In our opinion, the accompanying consolidated statements of operations,
comprehensive income, stockholders' equity and of cash flows present fairly, in
all material respects, the results of operations and cash flows of Crown Group,
Inc. and its subsidiaries for the year ended April 30, 1999 in conformity with
accounting principles generally accepted in the United States of America. These
financial statements are the responsibility of the Company's management; our
responsibility is to express an opinion on these financial statements based on
our audit. We conducted our audit of these statements in accordance with
auditing standards generally accepted in the United States of America, which
require that we plan and perform the audit to obtain reasonable assurance about
whether the financial statements are free of material misstatement. An audit
includes examining, on a test basis, evidence supporting the amounts and
disclosures in the financial statements, assessing the accounting principles
used and significant estimates made by management, and evaluating the overall
financial statement presentation. We believe that our audit provides a
reasonable basis for our opinion.

PricewaterhouseCoopers LLP

Dallas, Texas
August 12, 1999

19
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CONSOLIDATED BALANCE SHEETS CROWN GROUP, INC.
<Table>

<Caption>
April 30, 2001

April
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<S>
Assets:

Cash and cash equivalents
9,843,310

Accounts and other receivables, net
5,489,686

Mortgage loans held for sale, net
14,202,420

Finance receivables, net
183,331,361

Inventory
14,948,365

Prepaid and other assets
1,753,074

Investments
2,503,146

Deferred tax assets, net
13,859,897

Property and equipment, net
27,736,105

Goodwill, net
17,239,955

Liabilities and stockholders' equity:

Accounts payable
8,606,983

Accrued liabilities
13,557,228

Income taxes payable
9,599,439

Revolving credit facilities
172,709,224

Other notes payable
18,342,379

Deferred sales tax
4,207,117

Total liabilities
227,022,370

Minority interests
5,017,734

Commitments and contingencies

Stockholders' equity:

dated August 6 2001 Page 29 of 72

<C>
$ 2,193,342
6,642,760
16,200,439
211,605,630
10,993,585
1,043,233
6,670,265
21,302,939
17,016,321
8,851,602

$ 302,520,116

$ 6,441,606
11,167,421
6,127,419
190,062,226
19,325,376

4,963,154

5,500,661

Preferred stock, par value $.01 per share, 1,000,000 shares

authorized; none issued or outstanding

Common stock, par value $.01 per share, 50,000,000 shares authorized;
6,980,367 issued and outstanding (8,247,762 at April 30, 2000) 69,804

82,478
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28,960,793
Retained earnings
29,823,944

Total stockholders' equity
58,867,215

</Table>

35,786,772

$ 302,520,116 $

The accompanying notes are an integral part of these consolidated financial

statements.
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CONSOLIDATED STATEMENTS OF OPERATIONS

<Table>
<Caption>

<S>
Revenues:
Sales
Interest income
Gain on sale of mortgage loans
Rental income
Gaming
Other

Costs and expenses:
Cost of sales
Selling, general and administrative
Provision for credit losses
Interest expense
Depreciation and amortization
Write-down of Crown El1 Salvador

Other income:
Equity in earnings of unconsolidated subsidiaries
Gain on sale of securities, net

Income before taxes and minority interests

CROWN GROUP, INC.

Years Ended April 30,

$ 282,544,601
48,176,228
6,725,756
1,973,795
1,983,023
1,358,269

169,232,396
74,159,580
61,217,935
22,575,799

4,066,020
800,000

4,726

10,852,597

2000

$ 195,324,265
30,280,976
4,992,612
4,194,456
2,159,517
689,000

115,803,719
54,381,275
35,756,056
13,879,737

3,567,687

506,775
10,861,100

25,620,227

$ 89,731,527
13,320,513
4,406,974
2,634,854

1,192,347

57,129,838
30,784,380
15,498,111
6,766,258
2,398,901

1,259,734
25,989,130

25,957,591
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Minority interests
(551,480)

Net income $

Earnings per share:
Basic
Diluted

-

Weighted average number of shares outstanding:
Basic
Diluted

</Table>

The accompanying notes are an integral part of these consolidated financial

statements.
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CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME

<Table>
<Caption>

<S>
Net income
17,508,410

Change in unrealized appreciation of securities, net of tax:
Unrealized appreciation arising during period

15,017,605
Less realized gain included in net income

(16,948,105)

Comprehensive income
15,577,910

</Table>

The accompanying notes are an integral part of these consolidated financial

statements.
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132,070 678,357
5,962,828 $ 14,836,419 $ 17,508,410
77 $ 1.61 $ 1.73
.74 $ 1.54 $ 1.68
7,697,239 9,216,184 10,095,614
8,015,834 9,621,328 10,400,504
CROWN GROUP, INC.
Years Ended April 30,
2001 2000 1999
<C> <C> <C>
$ 5,962,828 $ 14,836,419 %
$ 5,962,828 $ 14,836,419 %
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CONSOLIDATED STATEMENTS OF CASH FLOWS

<Table>
<Caption>

<S>
Operating activities:
Net income
17,508,410
Adjustments to reconcile net income to net
cash provided by operating activities:
Depreciation and amortization
2,398,901
Accretion of purchase discounts
(1,186,350)
Deferred income taxes
944,961
Provision for credit losses
15,498,111
Minority interests
(551,480)
Write-down of Crown El1 Salvador
Gain on sale of mortgage loans
(4,406,974)
Gain on sale of assets
(286,225)
Gain on sale of securities
(25,989,130)
Equity in earnings of unconsolidated subsidiaries
(1,259,734)
Changes in operating assets and liabilities, net of
transactions:
Accounts and other receivables
3,226,886
Mortgage loans originated or acquired
(99,206,479)
Mortgage loans sold and principal repayments
107,188,926
Inventory
8,832,626
Prepaid and other assets
(1,542,587)
Accounts payable, accrued liabilities and deferred
sales tax
3,630,783
Income taxes payable
2,640,797

Net cash provided by operating activities

Investing activities:

Finance receivable originations
(80,431,081)

Finance receivable collections

CROWN GROUP,

Years Ended April 30,

<C>

$

5,962,828

4,066,020
(1,016,237)
(1,019,778)
61,217,935
132,070

800,000
(6,725,756)

(60,884)
(4,726)

(137,929)

620,761
(172,264,937)
175,907,355

32,254,660

274,722

(2,569,389)
(3,472,020)

(261,756,199)

145,098, 386
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2000

<C>

$ 14,836,419

3,567,687
(1,435,059)
(3,557,335)
35,756,056

678,357

(4,992,612)
(108,378)
(10,861,100)

(506,775)

(1,324,225)
(144,898,739)
146,075,563

20,937,112

519,080

(251,122)

5,723,856

(179,434,289)

95,873,645
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Purchase of property and equipment (3,885,202) (7,781,061)
(16,312,815)

Sale of property and equipment 687,810 1,758,774
2,004,520

Purchase of investments and securities (970,615) (1,808,805)
(6,643,496)

Sale of securities 16,762,326
34,449,806

Sale of 50% of Precision 2,127,675

Sale of Crown El1 Salvador 22,252

Dividends and note collections from CMN 306,487
2,389,152

Purchase of Paaco, net of cash acquired
(1,031,250)

Purchase of Car-Mart, net of cash acquired
(33,437,087)

Purchase of Smart Choice, net of cash acquired (866,741)

Net cash used in investing activities (118,675,893) (75,189,664)

(62,759,357)

Financing activities:
Capital contributions from minority owners

1,088,000

Issuance of common stock 60,937

Purchase of common stock (5,124,894) (5,844,111)
(1,994,323)

Proceeds from revolving credit facilities, net 23,930,687 18,348,103
37,763,597

Proceeds from (repayments of) other debt, net (1,805,500) (540,338)
4,889,470

Net cash provided by financing activities 17,061,230 11,963,654
41,746,744
Increase (decrease) in cash and cash equivalents (7,649,968) (3,067,225)
6,428,829
Cash and cash equivalents at: Beginning of year 9,843,310 12,910,535
6,481,706
End of year $ 2,193,342 $ 9,843,310 $

12,910,535
</Table>

The accompanying notes are an integral part of these consolidated financial
statements.
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CONSOLIDATED STATEMENTS OF STOCKHOLDERS' EQUITY CROWN GROUP, INC.

<Table>
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For the Three Years Ended April 30, 2001

Retained
Additional Earnings
Unrealized Total
Common Stock Paid-In (Accumulated
Appreciation  Stockholders'
Shares Amount Capital Deficit)
of Securities Equity

<S> <C> <C> <C> <C>

<C> <C>

Balance at May 1, 1998 9,433,963 $ 94,340 $ 35,547,369 $ (2,520,885)
$ 1,930,500 $ 35,051,324

Issuance of common stock 958,338 9,583 4,414,390
4,423,973
Purchase of common stock (492,909) (4,929) (1,989,394)
(1,994,323)
Stock options and warrants
exercised 197,450 1,974 (1,974)

Unrealized appreciation of
securities
(1,930,500) (1,930,500)
Net income 17,508,410
17,508,410

Balance at April 30, 1999 10,096,842 100,968 37,970,391 14,987,525
53,058,884

Stock warrants exercised 2,000 20 (20)

Purchase agreement amendment (670,311) (6,703) (3,177,274)
(3,183,977)

Purchase of common stock (1,180,769) (11,807) (5,832,304)
(5,844,111)

Net income 14,836,419
14,836,419

Balance at April 30, 2000 8,247,762 82,478 28,960,793 29,823,944
58,867,215

Issuance of common stock 25,000 250 60,687
60,937
Purchase of common stock (1,122,225) (11,222) (5,113,672)
(5,124,894)
Stock received in Precision sale (170,170) (1,702) (832,131)
(833,833)
Net income 5,962,828
5,962,828

Balance at April 30, 2001 6,980,367 % 69,804  $ 23,075,677 $ 35,786,772
$ -- $ 58,932,253

</Table>
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The accompanying notes are an integral part of these consolidated financial
statements.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS CROWN GROUP, INC.
A - DESCRIPTION OF BUSINESS

Crown Group, Inc. ("Crown"), and collectively with its subsidiaries (the
"Company"), is primarily in the business of selling and financing used
automobiles and trucks principally to consumers with limited or damaged credit
histories. In addition, Crown also has investments in other industries. As of
April 30, 2001 Crown owned a 95% fully diluted ownership interest in America's
Car-Mart, Inc. ("Car-Mart") and 70% of Smart Choice Automotive Group, Inc.
("Smart Choice"). Smart Choice owns 100% of Paaco Automotive Group, Inc. and
Premium Auto Acceptance Corporation (collectively, "Paaco"). Each of Car-Mart,
Smart Choice and Paaco sell and finance used vehicles. At April 30, 2001 Crown
also owned (i) 50% of Precision IBC, Inc. ("Precision"), a firm specializing in
the sale and rental of intermediate bulk containers ("IBC's"), (ii) 80% of
Concorde Acceptance Corporation ("Concorde"), a prime and sub-prime mortgage
lender, and (iii) minority positions in certain other entities that operate in
the high technology industry or focus on Internet commerce. The Company is
presently focusing on (i) the development and expansion of its automobile
businesses, and (ii) maximizing its return on its other businesses and
investments.

As discussed in Note C, the Company completed a number of acquisitions during
the three years ended April 30, 2001. Each of these acquisitions has been
accounted for using the purchase method of accounting. As a result, the
Company's financial statements include the results of operations of the acquired
businesses only from the date of acquisition.

B - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Principles of Consolidation

The consolidated financial statements include the accounts of Crown Group,
Inc. and all of the subsidiaries it controls (generally greater than 50%
ownership). All significant intercompany accounts and transactions have been
eliminated. The Company's subsidiaries are included in its consolidated results
of operations during the period in which the Company controls such subsidiary.

Equity Method Investments

The Company accounts for subsidiaries in which it does not control (generally
50% owned or less) by the equity method of accounting. On November 1, 2000 the
Company sold a 50% interest in Precision, reducing its remaining ownership
interest to 50%. As a result, effective November 1, 2000 the Company began
accounting for its ownership interest in Precision on the equity method.

Use of Estimates

The preparation of financial statements in conformity with generally accepted
accounting principles requires management to make estimates and assumptions that
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contingent assets and liabilities at the date of the financial statements, and
the reported amounts of revenues and expenses during the period. Actual results
could differ from those estimates.

Concentration of Risk

The Company provides financing in connection with the sale of substantially
all of its used vehicles. These sales are made primarily to customers residing
in Arkansas, Texas and Florida. Periodically, the Company maintains cash in
financial institutions in excess of the amounts insured by the federal
government.

Cash Equivalents

The Company considers all highly liquid debt instruments purchased with
maturities of three months or less to be cash equivalents. Cash equivalents
generally consist of interest-bearing money market accounts.

Mortgage Loans Held for Sale

Mortgage loans held for sale are carried at the lower of aggregate cost or
market. Market value is determined by current investor yield requirements. The
majority of these loans are pledged against the Company's revolving credit
facility. The cost of mortgage loans held for sale includes the cost of
originating or purchasing the mortgage loans reduced by (i) deferred loan
origination fees, and (ii) an allowance for loan losses of $577,972 and $515,900
at April 30, 2001 and 2000, respectively. While management believes the
allowance for loan losses included in the financial statements to be adequate,
such estimate may be more or less than the amount ultimately charged off. The
adequacy of the allowance for loan losses is periodically reviewed by management
with any changes reflected in current operations.

Finance Receivables and Allowance for Credit Losses

The Company originates installment contracts from the sale of used vehicles
at its dealerships. Finance receivables consist of contractually scheduled
payments from installment contracts net of unearned finance charges and an
allowance for credit losses. Unearned finance charges represent the balance of
interest income remaining from the capitalization of the total interest to be
earned over the original term of the related installment contract.

The Company maintains an allowance for credit losses at a level it considers
sufficient to cover anticipated losses in the collection of its finance
receivables. The allowance for credit losses is based upon a periodic analysis
of the portfolio, economic conditions and trends, historical credit loss
experience, and collateral values. Since the loss reserve is based upon a number
of factors, most of which are subject to change over time (i.e. economic
conditions), it is reasonably possible that a change in such factors may cause
the allowance for credit
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losses to increase or decrease by a material amount in the near term. The
allowance for credit losses is periodically reviewed by management with any
changes reflected in current operations.

Inventory
Inventory is valued at the lower of cost or market on a specific

identification basis. Inventory includes used vehicles and related parts.
Repossessed vehicles are recorded at the lower of cost or market, which
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component of inventory. The cost of used vehicles sold is determined using the
specific identification method.

Investments

Investments at April 30, 2001 consisted of an equity investment (Precision),
and investments carried at cost. Investments carried at cost consist of (i) a 7%
ownership interest in Monarch Venture Partners' Fund I, L.P. ("Monarch"), a
private venture capital fund focusing on the investment in Internet related or
emerging technology companies, and (ii) an 8% ownership interest in Mariah
Vision(3), Inc., a software developer specializing in three-dimensional graphic
design.

Property and Equipment

Property and equipment are stated at cost. Expenditures for additions,
renewals and improvements are capitalized. Costs of repairs and maintenance are
expensed as incurred. Depreciation is computed principally using the
straight-line method over the following estimated useful lives:

<Table>

<S> <C>
Furniture, fixtures and equipment 3 to 10 years
Leasehold improvements 5 to 7 years
Rental equipment 12 years
Buildings 39 years
</Table>

Goodwill

Goodwill represents the excess of the Company's cost over the fair value of
net identifiable assets acquired in its purchases of Smart Choice, Paaco and
Precision. Goodwill is amortized on a straight-line basis over periods ranging
from 15 to 25 years. At April 30, 2001 and 2000 accumulated amortization of
goodwill amounted to $2,252,932 and $1,864,933, respectively.

Impairment of Long-Lived Assets

Long-lived assets and certain identifiable intangibles are reviewed for
impairment whenever events or changes in circumstances indicate the carrying
amount of an asset may not be recoverable. Recoverability of assets to be held
and used is measured by a comparison of the carrying amount of an asset to
future undiscounted net cash flows expected to be generated by the asset. If
such assets are considered to be impaired, the impairment to be recognized is
measured by the amount by which the carrying amount of the assets exceed the
fair value of the assets. Assets to be disposed of are reported at the lower of
the carrying amount or fair value less costs to sell.

Income Taxes

Income taxes are accounted for under the liability method. Under this method,
deferred tax assets and liabilities are determined based on differences between
financial reporting and tax bases of assets and liabilities and are measured
using the enacted tax rates expected to apply in the years in which these
temporary differences are expected to be recovered or settled.

Revenue Recognition
Interest income on finance receivables is recognized using the interest

method. Revenue from the sale of used vehicles is recognized when the sales
contract is signed and the customer has taken possession of the vehicle.
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Advertising costs are expensed as incurred by the Company and include radio,
television, print media, Internet and direct mail marketing costs. Advertising
costs amounted to $5,537,764, $3,172,860 and $1,752,000 for the years ended
April 30, 2001, 2000 and 1999, respectively.

Stock Option Plan

The Company accounts for its stock option plan in accordance with the
provisions of Accounting Principles Board ("APB") Opinion No. 25, "Accounting
for Stock Issued to Employees", and related interpretations. As such,
compensation expense is recorded on the date of grant only if the current market
price of the underlying stock exceeds the exercise price.

Earnings Per Share

Basic earnings per share is computed by dividing net income by the average
number of common shares outstanding during the period. Diluted earnings per
share takes into consideration the potentially dilutive effect of common stock
equivalents, such as outstanding stock options, which if exercised or converted
into common stock would then share in the earnings of the Company.

Recent Accounting Pronouncements

In July 2001, the Financial Accounting Standards Board ("FASB") issued
Statement of Financial Accounting Standards No. 141 ("SFAS 141"), "Business
Combinations", which eliminates the pooling method of accounting for business
combinations initiated after June 30, 2001. In addition, SFAS 141 addresses the
accounting for intangible assets and goodwill acquired in a business
combination. This portion
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of SFAS 141 is effective for business combinations completed after June 30,
2001. The Company does not expect SFAS 141 will have a material impact on the
Company's financial position or results of operations.

In July 2001, the FASB issued Statement of Financial Accounting Standards No.
142 ("SFAS 142"), "Goodwill and Intangible Assets", which revises the accounting
for purchased goodwill and intangible assets. Under SFAS 142, goodwill and
intangible assets with indefinite lives will no longer be amortized, but will be
tested for impairment annually, and in the event of an impairment indicator.
SFAS 142 is effective for fiscal years beginning after December 15, 2001, with
earlier adoption permitted. The Company expects the adoption of SFAS 142 will
increase annual pretax income by approximately $.7 million. The Company has
adopted SFAS 142 effective May 1, 2001.

Reclassifications

Certain prior year amounts in the accompanying financial statements have been
reclassified to conform to the fiscal 2001 presentation.

C - ACQUISITIONS AND DISPOSITIONS
Smart Choice Purchase

On December 1, 1999, Crown acquired a 70% voting and economic interest in
Smart Choice directly from Smart Choice. The purchase price ("Purchase Price")
consisted of (i) $3.0 million in cash, (ii) the conversion of $4.5 million of
Smart Choice debt, which Crown had contemporaneously acquired from a third party
for approximately $2.3 million in cash, and (iii) the contribution of Crown's
85% interest in Paaco. In consideration for the Purchase Price Crown received
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was subsequently converted into 6,857,907 shares of Smart Choice common stock,
or 70% of the total outstanding shares.

Contemporaneously with Crown's purchase of a 70% interest in Smart Choice,
approximately $15.0 million of Smart Choice's outstanding debt and preferred
stock was converted into shares of common stock representing a 20.7% interest in
Smart Choice. In addition, the Paaco minority shareholders converted their 15%
interest in Paaco into shares of Smart Choice Series E Convertible Preferred
Stock which was subsequently converted into 489,851 shares of Smart Choice
common stock, or 5% of the total outstanding shares. Paaco is now a wholly-owned
subsidiary of Smart Choice. Excluding Paaco, Smart Choice operates "buy-here
pay-here" used car dealerships in central Florida.

Car-Mart Purchase

On January 15, 1999 the Company acquired 100% of the outstanding common stock
of Fleeman Holding Company, including its wholly-owned subsidiary Car-Mart, for
$41.35 million. The purchase price consisted of $33.85 million in cash and the
issuance of promissory notes aggregating $7.5 million (the "Notes"). The Notes
bear interest at 8.5% per annum payable quarterly, with the principal due in
five years. Approximately $24 million of the cash portion of the purchase price
was obtained pursuant to a revolving credit facility with a major banking
institution. The remaining $9.85 million was funded from cash on hand.

Car-Mart was founded in 1981 and operates "buy-here pay-here" used car
dealerships located in niche markets throughout Arkansas, Oklahoma, Texas,
Missouri, Kansas, Kentucky and Indiana. Car-Mart underwrites, finances and
services retail installment contracts generated at its dealerships.

Precision Purchase and Sale

On February 3, 1998 the Company acquired 80% of the common stock of Precision
IBC, Incorporated ("Original Precision") for a purchase price of approximately
$2.4 million in cash. On March 5, 1998 the Company acquired 80% of the common
stock of M&S Tank Rentals, Inc. ("M&S") for a purchase price of $1.65 million in
cash. Original Precision and M&S were subsequently merged together into a newly
formed corporation, Precision IBC, Inc. ("Precision"). Effective May 1, 1998 the
Company acquired the remaining 20% interest in Precision it did not previously
own by issuing 288,027 shares of the Company's common stock. All references to
Precision include the former entities of Original Precision and M&S. Precision
is in the business of renting, selling, testing and servicing principally
stainless steel IBC's to customers primarily in the petroleum and chemical
industries.

Effective November 1, 2000 the Company sold a 50% interest in Precision to
the President of Precision, for total consideration of approximately $3.1
million. The consideration consisted of approximately $2.2 million in cash and
170,170 shares of Crown common stock. In connection with the transaction, the
Company recorded a gain of $4,726 which is included in gain on sale of
securities in the consolidated statement of operations.

Casino Magic Neuquen Purchase and Sale

On June 2, 1997 the Company acquired 49% of the capital stock of Casino Magic
Neuquen ("CMN"), as well as interests in certain other assets and contracts
related to CMN, for a purchase price of $7 million in cash. CMN owns and
operates casinos in the cities of Neuquen and San Martin de los Andes in the
Province of Neuquen, Argentina.
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Effective October 1, 1999 the Company sold its 49% interest in CMN and
related assets for $16.5 million cash resulting in a gain before income taxes of
$10.7 million. The gain is included in gain on sale of securities in the
consolidated statement of operations. The operating results of CMN for the five
months ended September 30, 1999 and year ended April 30, 1999 are as follows (in
thousands):

<Table>
<Caption>
Five Months
Ended Year Ended
September 30, April 30,
1999 1999
<S> <C> <C>
Revenues $ 9,929 % 21,388
Costs and expenses 6,732 13,850
Lawsuit settlement and costs 917
Interest, fees and rentals to shareholders 1,057
Provision for income taxes 1,135 2,121
Net income $ 2,062 % 3,443
</Table>

Home Stay Formation and Sale

In May 1998 the Company, along with a minority interest holder, formed Home
Stay Lodges I, Ltd. ("Home Stay"). Home Stay is in the business of constructing
and operating extended-stay lodging facilities. Effective December 2, 1999 Crown
sold its 80% interest in Home Stay to Efficiency Lodge, Inc. for approximately
$850,000, of which approximately $210,000 was paid in cash and the balance is
payable over five years with interest at an annual rate of prime plus 1%. The
gain of approximately $.1 million is included in gain on sale of securities in
the consolidated statement of operations.

Each of the above acquisitions have been accounted for using the purchase
method of accounting with existing assets and liabilities being recorded at fair
value. Goodwill resulting from the transactions is being amortized on a
straight-line basis over periods ranging from 15 to 25 years. The activities of
Smart Choice, Car-Mart, Precision and CMN have been included in the Company's
consolidated results of operations (whether by consolidating or accounting for
on the equity method) since their respective dates of acquisition. The
activities of CMN and Home Stay have been excluded from the Company's
consolidated results of operations from their respective dates of disposition.

Pro Forma Financial Information

The following unaudited pro forma condensed consolidated statement of
operations of the Company for the year ended April 30, 2000 was prepared as if
the acquisition of Smart Choice had occurred on May 1, 1999 (in thousands,
except per share amount). The operating results of the Company's 80% interest in
Home Stay and 49% interest in Casino Magic Neuquen prior to their disposition
during the fiscal year ended April 30, 2000 were not material, and accordingly
no adjustment has been made in the pro forma statement of operations to reflect
such dispositions at an earlier date. The operating results of Precision, prior
to the Company's sale of a 50% interest therein, during the fiscal year ended
April 30, 2001 were not material, and accordingly no pro forma statement of
operations has been provided for such year. The adjustments to the historical
financial statements principally consist of (i) eliminating interest income on
the cash used in the acquisition, (ii) eliminating interest expense and
preferred stock dividends pertaining to certain Smart Choice debt and preferred
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goodwill created in the Smart Choice acquisition, (iv) adjusting interest income
resulting from purchase accounting entries, (v) eliminating Smart Choice's
discontinued operations and write-off of historical goodwill, and (vi) adjusting
income tax expense to reflect the above described adjustments.

<Table>
<Caption>

<S>

</Table>

Revenues
Net income
Earnings per share - diluted

Year Ended
April 30, 2000

<C>

$ 284,424
3,404

$ .35

The unaudited pro forma results of operations are not necessarily indicative
of future results or the results that would have occurred had the acquisition
taken place on the date indicated.
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D - SALE OF SECURITIES AND INTERESTS IN AFFILIATES

28

Effective November 1, 2000 the Company sold a 50% interest in Precision to
the President of Precision, for total consideration of approximately $3.1
million. The consideration consisted of approximately $2.2 million in cash and
170,170 shares of Crown common stock. In connection with the transaction, the
Company recorded a gain of $4,726 which is included in gain on sale of
securities in the consolidated statement of operations.

In February 1998 the Company purchased 444,444 shares of Inktomi Corporation
common stock in a private transaction for $1.1 million. In June 1998 Inktomi, an
Internet related concern, completed its initial public offering. During fiscal
1999 the Company sold all of its Inktomi common stock which resulted in a gain
of approximately $26.4 million.

Below is a summary of gains and losses on the sale of securities:

<Table>
<Caption>

<S>
Gain
26,377,290
Gain
Gain
Gain
Loss
(388,160)

25,989,130

on

on
on
on
on

sale

sale
sale
sale
sale

of Inktomi common stock

of CMN

of Home Stay

of 50% of Precision

of other equity securities,

Years Ended April 30,

2001 2000 1999
<C> <C> <C>
$
$ 10,737,832
123,268
$ 4,726
net
$ 4,726 $ 10,861,100 $
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E - FINANCE RECEIVABLES

The Company originates installment sale contracts from the sale of used
vehicles at its dealerships. These installment sale contracts typically include
interest rates ranging from 10% to 26% per annum and provide for payments over
periods ranging from 12 to 48 months. The components of finance receivables as
of April 30, 2001 and 2000 are as follows:

<Table>
<Caption>
April 30,
2001 2000
<S> <C> <C>
Finance receivables $ 300,228,162 $ 267,389,412
Unearned finance charges (36,965,956) (38,659,786)
Allowance for credit losses (51,058,077) (43,783,529)
Purchase discounts (598,499) (1,614,736)
$ 211,605,630 $ 183,331,361
</Table>

In accordance with APB Opinion No. 16, as of the dates the Company acquired
interests in Car-Mart and Smart Choice, the Company valued Car-Mart's and Smart
Choice's finance receivables portfolios at fair value and determined that
purchase discounts of $864,165 and $2,046,964, respectively, were appropriate.
These discounts are being amortized into interest income over the life of the
related finance receivables portfolios that existed on the dates of purchase
using the interest method.

Changes in the finance receivables allowance for credit losses for the years
ended April 30, 2001, 2000 and 1999 are as follows:

<Table>
<Caption>
Years Ended April 30,
2001 2000 1999
<S> <C> <C> <C>
Balance at beginning of year ¢ 43,783,529 $ 17,045,063 $ 4,727,679
Acquisition of Car-Mart 8,726,309
Acquisition of Smart Choice 23,568,788
Provision for credit losses 60,709,680 35,473,716 15,251,225
Net charge offs (53,435,132) (32,304,038) (11,660,150)
Balance at end of year $ 51,058,077 $ 43,783,529 $ 17,045,063
</Table>
29
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In addition to the finance receivables allowance for credit losses, the
Company also has an allowance for credit losses on mortgage loans held for sale
($577,972 and $515,900) and accounts receivable ($27,256 and $27,256) as of
April 30, 2001 and 2000, respectively.

F - INVESTMENTS

A summary of investments as of April 30, 2001 and 2000 is as follows:
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<Caption>

April 30,
2001 2000
<S> <C> <C>
Precision IBC, Inc. $3,196,505
Monarch Venture Partners' Fund I, L.P. 1,823,760 $1,503,146
Mariah Vision 3, Inc. 1,650,000 1,000,000

</Table>
G - PROPERTY AND EQUIPMENT

A summary of property and equipment as of April 30, 2001 and 2000 is as

follows:
<Table>
<Caption>
April 30,
2001 2000
<S> <C> <C>
Land and buildings $ 7,461,891 $ 8,310,614
Rental equipment 9,937,557
Furniture, fixtures and equipment 10,007,553 10,144,565
Leasehold improvements 3,914,807 3,292,660
Less accumulated depreciation and amortization (4,367,930)
(3,949,291)
$ 17,016,321 $ 27,736,105
</Table>

For the years ended April 30, 2001, 2000 and 1999 depreciation and
amortization of property and equipment amounted to $3,115,924, $2,406,657 and
$1,616,762, respectively.

H - ACCRUED LIABILITIES

A summary of accrued liabilities as of April 30, 2001 and 2000 is as follows:

<Table>
<Caption>
April 30,
2001 2000
<S> <C> <C>
Compensation $ 3,493,256 $ 5,095,415
Interest 1,363,372 1,415,244
Reserves 1,279,563 1,679,089
Service contracts 955,062 1,394,439
Other 4,076,168 3,973,041

</Table>
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I - DEBT

A summary of debt as of April 30, 2001 and 2000 is as follows:

<Table>
<Caption>

Balance at April 30,
Borrower

<C>
Smart Choice
88,394,135 $
Paaco
59,047,810
Car-Mart
29,767,688
Concorde
12,852,593
Precision
5,000,538

190,062,226 $

</Table>

<Table>
<Caption>

Finova
77,533,325
Finova
52,833,680

Bank of America
27,502,614

Wash. Mutual
9,839,067

Wells Fargo

Facility
Amount

<C>

$ 98 million
$ 62 million
$ 35 million
$ 25 million

$ 8 million

Revolving Credit Facilities

Interest
Rate

<C>

Prime + 2.25%

Prime + 2.00%

Prime + .88%

Libor + 2.00%

Prime

Other Notes Payable

Maturity
<C>

Nov 2004
Nov 2004
Jan 2002
Sep 2001

Dec 2001
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Balance at April 30,
Borrower

Crown
7,500,000 $

Crown
2,316,000

Crown
2,000,000

Precision
647,743

Paaco
792,815

Paaco
586,836

Smart Choice

Car-Mart sellers
7,500,000

Bank of America
2,316,000
Regions Bank

South Trust Bank

Chase Texas
869,616

Heller Financial
603,084
Huntington

Facility
Amount
<C>

N/A
N/A
N/A
N/A
N/A
N/A

N/A

Interest

Rate

<C>

8.50%

8.00%

Prime + .5%

7.35%

8.50%

Prime + 2.25%

Prime + .75%

Maturity
<C>
Jan 2004
Sep 2001
May 2001
Jan 2014
May 2003
Dec 2015

Jul 2001

2001
<C>
$
$
2001
<C>
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Smart Choice High Capital N/A 10.0% Nov 2001
725,000 1,000,000

Various Various N/A Various Various
3,472,352 3,315,765
19,325,376 $ 18,342,379
</Table>

The Company's revolving credit facilities are primarily collateralized by
finance receivables, inventory and mortgage loans. Other notes payable are
primarily collateralized by equipment and real estate. Interest is payable
monthly or quarterly on all of the Company's debt. The loan agreements relating
to certain of the above described debt contain various reporting and performance
covenants including (i) maintenance of certain financial ratios and tests, (ii)
limitations on borrowings from other sources, (iii) restrictions on certain
operating activities, and (iv) restrictions on the payment of dividends. At
April 30, 2001 substantially all of the Company's $47.3 million equity
investment in its consolidated subsidiaries was restricted due to covenants in
each of such subsidiaries' revolving credit facilities which prohibit certain
distributions from such subsidiary to Crown. The amount available to be drawn
under each of the Company's revolving credit facilities is a function of the
underlying collateral assets. Generally, the Company is able to borrow a
specified percentage of the face value of eligible finance receivables in the
case of Car-Mart, Smart Choice and Paaco, and eligible mortgage loans in the
case of Concorde.

At April 30, 2001 Concorde was in violation of its $1.5 million minimum net
worth covenant under its revolving credit facility, which violation has not been
waived. Concorde is presently in discussions with its lender regarding an
amendment to its credit facility. Concorde expects to execute an agreement with
its lender to cure the violation, or replace its credit facility with a
different lender. In addition, at April 30, 2001 Smart Choice was in violation,
and, as a result of Smart Choice's violation, Paaco may be in violation, of
certain terms of their revolving credit facilities with Finova (see Note J).

A summary of future minimum principal payments required under the
aforementioned debt as of April 30, 2001, assuming no acceleration of the
maturity date of Smart Choice's and/or Paaco's credit facilities with Finova, is
as follows:

<Table>
<Caption>
Years Ending
April 30, Amount
<S> <C>
2002 $ 51,900,740
2003 726,023
2004 8,496,449
2005 147,685,987
2006 88,722
Thereafter 489,681
$ 209,387,602
</Table>
31
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J - SMART CHOICE DEFAULT ON FINOVA CREDIT FACILITY

Each of Paaco and Smart Choice have revolving credit facilities with Finova
Capital Corporation ("Finova"). Since December 2000 Smart Choice has been
over-advanced on its revolving credit facility, which constitutes an event of
default under the facility. As of April 30, 2001 Smart Choice was over-advanced
by $6.2 million. In July 2001, pursuant to the credit facility, the advance rate
on eligible finance receivables declined from 85% to 77%, increasing Smart
Choice's over-advance to $18.5 million. Absent funding from an outside source,
Smart Choice does not expect it will be able to come into compliance with the
current advance rate provisions of the Finova revolving credit facility. There
is uncertainty as to whether Smart Choice's event of default is the basis for an
event of default under Paaco's revolving credit facility with Finova. In any
event, Paaco is a wholly-owned subsidiary of Smart Choice, and ultimately Paaco
could be affected by the default of Smart Choice under its Finova credit

facility.

Since January 2001 Smart Choice has been in discussions with Finova with
regard to possible solutions to the over-advanced position. There are several
possible outcomes that may result from these negotiations, including:

(1)

(i)

(iii)

(iv)

a restructuring of the Smart Choice credit facility which brings
Smart Choice back into compliance;

a sale of substantially all of Smart Choice's assets with the
proceeds being used to pay down a portion of its credit facility,

and the unpaid portion being absorbed by Finova (forgiveness of debt)
and Paaco as the parties may negotiate;

an agreement among Smart Choice, Paaco and Finova whereby
substantially all of the assets and liabilities of Smart Choice are
liquidated with the proceeds being used to pay down a portion of
Smart Choice's credit facility, and the unpaid portion being absorbed
by Finova (forgiveness of debt) and Paaco as the parties may
negotiate; or

Finova's exercise of its rights under the credit facility and
acceleration of the maturity of the loan seeking to liquidate or sell
the collateral, which action may prompt Smart Choice to take actions
to protect the interests of its shareholders, including the filing of
a plan of reorganization under federal bankruptcy laws.

Although management is exploring a number of alternatives, including those
listed above, the Company cannot predict how or whether Smart Choice's default
will be resolved. As of April 30, 2001 Crown's investment in Paaco/Smart Choice
was $20.2 million ($17.6 million equity and $2.6 million debt). In addition,
Crown guarantees the credit facilities of Smart Choice and Paaco to a maximum
combined amount of $5 million.

K - INCOME TAXES

The Company files a consolidated federal income tax return with its 80% or
more owned subsidiaries. Smart Choice and Precision each file separate tax
returns. The provision (benefit) for income taxes for the fiscal years ended
April 30, 2001, 2000 and 1999 was as follows:

<Table>
<Caption>

Years Ended April 30,
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Provision (benefit) for income taxes

Current $ 5,777,477 $ 13,662,786
$ 9,945,622
Deferred (1,019,778) (3,557,335)
(944,961)
$ 4,757,699 $ 10,105,451
$ 9,000,661
</Table>

The provision for income taxes is different from the amount computed by
applying the statutory federal income tax rate to income before income taxes for
the following reasons:

<Table>
<Caption>
Years Ended April 30,
2001 2000

1999
<S> <C> <C>

Tax provision at statutory rate $ 3,698,409 $ 8,967,079
9,085,157

State taxes, net of federal benefit 952,369 1,298,632

Equity in earnings of unconsolidated subsidiaries (46,896) (177,371)
(440,907)

Goodwill amortization 288,080 325,081
273,749

Other, net (134,263) (307,970)
82,662

$ 4,757,699 $ 10,105,451
9,000,661
</Table>
32

<PAGE> 33

Deferred income taxes reflect the net tax effects of temporary differences
between the carrying amounts of assets and liabilities for financial reporting
purposes and the amounts used for income tax purposes. Significant components of
the Company's deferred tax assets and liabilities as of April 30, 2001 and 2000
were as follows:

<Table>
<Caption>
April 30,
2001 2000
<S> <C> <C>
Deferred tax assets:
Allowance for credit losses $ 18,336,076 $ 16,160,246
Finance receivables purchase discounts 161,352 588,687
Reserves 1,191,943 1,007,725

Net operating loss 4,535,311 4,986,478
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Less valuation allowance (3,905,081)

Total 24,923,438 20,009,270

Deferred tax liabilities:

Finance receivables 1,957,032 2,410,844
Tax over book depreciation 1,147,211 2,721,659
Other 516,256 1,016,870

Total 3,620,499 6,149,373

Deferred tax assets, net $ 21,302,939 $ 13,859,897

</Table>

In fiscal 2001, 2000 and 1999 the Company utilized approximately $4.2
million, $3.1 million and $2.1 million, respectively, of net operating loss
carryforwards in determining its federal income tax provision. At April 30, 2001
Smart Choice had a net operating loss carryforward of approximately $4.5 million
available to offset future Smart Choice taxable income. The net operating loss
carryforward expires in 2014 and its utilization is subject to certain
limitations. In fiscal 2001 the Company determined that it was more likely than
not that all of Smart Choice's net operating loss carryforwards were realizable.
As a result, during fiscal 2001 the valuation allowance was reversed and
goodwill was reduced by approximately $3.9 million.

L - CAPITAL STOCK

Effective May 1, 1998 the Company issued 375,000 and 288,027 shares of its
common stock in the purchases of an additional 12% interest in Paaco and an
additional 20% interest in Precision, respectively. In June 1998 the Company
issued 169,941 shares of its common stock to Nomura Holding America, Inc.
("Nomura™) in connection with Nomura's full exercise of a warrant to purchase
508,414 shares of the Company's common stock. Nomura exercised the warrant
pursuant to its "cashless exercise" feature. Effective February 1, 1999 the
Company issued 257,811 shares of its common stock as partial consideration in
the purchase of an additional 15% interest in Paaco. Also effective February 1,
1999 the Company issued 37,500 shares of its common stock in satisfaction of a
liability in connection with the May 1, 1998 purchase of an additional 12%
interest in Paaco.

In July 1999, upon discovering certain accounting errors and irregularities
at Paaco, the Company and the shareholders from whom the Company purchased an
interest in Paaco amended and restated the three prior purchase agreements such
that the Company received approximately $4 million in consideration and an
additional 5% interest in Paaco. A portion of the consideration received
consisted of 670,311 shares of the Company's common stock valued at $3.2
million. The total value of the consideration received in this transaction ($4.5
million) was recorded as a reduction of goodwill in July 1999.

In March 1996 the Company's Board of Directors approved a program, as
amended, to repurchase up to 6,000,000 shares of the Company's common stock from
time to time in the open market or in private transactions. At April 30, 2001
the Company had repurchased 5,179,642 shares pursuant to this program. The
timing and amount of future share repurchases, if any, will depend on various
factors including market conditions, available alternative investments and the
Company's financial position.

The Company is authorized to issue up to one million shares of $.01 par value
preferred stock in one or more series having such respective terms, rights and
preferences as are designated by the Board of Directors. No preferred stock has
been issued.
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M - COMPREHENSIVE INCOME INFORMATION

Supplemental comprehensive income disclosures for the years ended April 30,
2001, 2000 and 1999 are as follows:

<Table>
<Caption>
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Years Ended April 30,

2001
1999

<S> <C>
Gross unrealized appreciation of securities arising during period
$23,104,008
Provision for income taxes
8,086,403

Unrealized appreciation of securities arising during
period, net of tax
$15,017,605

</Table>
Changes to unrealized appreciation of securities on a net of tax basis for
the years ended April 30, 2001, 2000 and 1999 are as follows:

<Table>
<Caption>

2000

Years Ended April 30,

2001
1999

<S> <C>
Balance at beginning of period
1,930,500
Unrealized appreciation of securities arising during period
15,017,605
Less realized gain included in net income
(16,948,105)

Balance at end of period $ --

</Table>

N - EARNINGS PER SHARE

Basic and diluted earnings per share for the years ended April 30, 2001, 2000

and 1999 were computed as follows:

2000
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<Table>
<Caption>

<S>
Net income

Average shares outstanding - basic
Dilutive options
Dilutive warrants

Average shares outstanding - diluted

Earnings per share:
Basic
Diluted

Antidilutive securities not included:
Options

Warrants

</Table>
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O - STOCK OPTIONS

Years Ended April 30,

<C>

7,697,239
318,595

8,015,834

.77
.74

B

445,000

34

2000

<C>
$14,836,419

9,216,184
405,144

A

<C>

10,095,614
288,469
16,421

+H A

Since inception, the shareholders of the Company have approved three stock
option plans including the 1986 Incentive Stock Option Plan ("1986 Plan"), the
1991 Non-Qualified Stock Option Plan ("1991 Plan") and the 1997 Stock Option
Plan ("1997 Plan"). While previously granted options remain outstanding, no
additional option grants may be made under the 1986 and 1991 Plans. The 1997
Plan sets aside 1,000,000 shares of the Company's common stock to be granted to
employees, directors and certain advisors of the Company at a price not less
than the fair market value of the stock on the date of grant. At April 30, 2001
and 2000 there were 157,500 and 170,000 shares of common stock available for
grant under the 1997 Plan, respectively. Options granted under the Company's
stock option Plans expire in the years 2002 through 2010.

The following is an aggregate summary of the activity in the Company's stock
option plans from April 30, 1998 to April 30, 2001:

<Table>
<Caption>

Weighted
Exercise

per Share

Number

of

Shares

Exercise Proceeds
Price on
per Share Exercise
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Average

Price
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Outstanding at April 30, 1998 757,500 $0.41 to $7.38 $ 2,405,156
3.18
Granted 717,500 $3.13 to $5.50 3,197,031
4.46
Exercised (25,000) $1.55 (38,672)
1.55
Canceled (5,000) $3.31 (16,563)
3.31
Outstanding at April 30, 1999 1,445,000 $0.41 to $7.38 5,546,952
3.84
Granted 32,500 $4.38 to $5.81 160,156
4.93
Outstanding at April 30, 2000 1,477,500 $0.41 to $7.38 5,707,108
3.86
Granted 12,500 $5.00 62,500
5.00
Exercised (25,000) $2.44 (60,937)
2.44
Canceled (5,000) $ .66 (3,281)
.66
Outstanding at April 30, 2001 1,460,000 $ 5,705,390
</Table>

A summary of stock options outstanding as of April 30, 2001 is as follows:

<Table>
<Caption>
Weighted Average
Range of Remaining Weighted
Exercise Number Contractual Life Average
Prices of Shares (in years) Exercise Price
<S> <C> <C> <C>
$0.41 to $1.41 82,500 2.07 $ 1.32
$2.44 to $4.38 932,500 5.36 $ 3.31
$5.00 to $7.38 445,000 7.36 $ 5.64
$0.41 to $7.38 1,460,000 5.78 $ 3.91
</Table>

All of the above options were exercisable at April 30, 2001, with the
exception of options to purchase 140,000 shares at $5.50 per share. Such shares
become exercisable in 2001 through 2002 and expire in 2008.

35
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The Company applies the provisions of APB Opinion No. 25 in accounting for
the issuance of stock options and, accordingly, no compensation cost has been
recognized in the consolidated financial statements. The estimated weighted
average fair value of options granted was $1.50 per share for each of the fiscal
years ended April 30, 2001, 2000 and 1999. Had the Company determined
compensation cost on the date of grant based upon the fair value of its stock
options under SFAS No. 123, the Company's pro forma income and earnings per

L S

L S
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assumptions detailed below:

<Table>
<Caption>
Years Ended April 30,
2001 2000 1999
<S> <C> <C> <C>
Pro forma net income $ 5,950,453 $ 14,804,732 $ 16,808,848
Pro forma earnings per share:
Basic $ .77 $ 1.61 $ 1.66
Diluted $ .74 $ 1.54 $ 1.62
Assumptions:
Dividend yield 0.0% 0.0% 0.0%
Risk-free interest rate 5.5% 6.0% 6.5%
Expected volatility 50.0% 50.0% 52.5%
Expected life 5 years 5 years 5 years
</Table>
P - LEASES

The Company leases used car sales and reconditioning facilities, payment
centers, office facilities and equipment under various operating leases. As of
April 30, 2001 the aggregate rentals due under such non-cancelable operating
leases with remaining lease terms in excess of one year were as follows:

<Table>
<Caption>
Years Ending
April 30, Amount
<S> <C>
2002 $ 5,881,256
2003 4,757,642
2004 3,832,428
2005 2,891,431
2006 1,007,375
Thereafter 270,051
$ 18,640,183
</Table>

For the years ended April 30, 2001, 2000 and 1999 rent expense for all
operating leases amounted to approximately $6,366,000, $4,066,000 and
$2,077,000, respectively.

Q - RELATED PARTY TRANSACTIONS

During fiscal 2001 and 2000, the Company paid an outside director $81,140 and
$30,000, respectively, as a fee in connection with certain consulting services
related to its used car sales and finance businesses.

During fiscal 2000 and 1999, in exchange for a fee, Paaco sold approximately
$1,212,000 and $2,558,000, respectively, of 90-day service contracts to its
customers on behalf of Medallia de Oro LLC ("Medallia"), a company owned by the
then minority shareholders of Paaco. In addition, Paaco sends the majority of
its vehicle trade-ins to an auction company that is partially owned by its
former minority shareholders.

During fiscal 1999 certain family members of a former minority shareholder of
Paaco loaned money to Paaco at interest rates ranging from 15% to 18%. At April
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R - FAIR VALUE OF FINANCIAL INSTRUMENTS

The table below summarizes information about the fair value of financial
instruments included in the Company's financial statements at April 30, 2001 and
2000:

<Table>
<Caption>
April 30, 2001 April 30, 2000
Carrying Fair Carrying
Fair
Value Value Value
Value
<S> <C> <C> <C> <C>
Cash and cash equivalents $ 2,193,342 $ 2,193,342 $ 9,843,310 $
9,843,310
Mortgage loans held for sale 16,200,439 16,848,457 14,202,420
14,770,517
Finance receivables, net 211,605,630 190,445,067 183,331,361
174,164,793
Revolving credit facilities 190,062,226 190,062,226 172,709,224
172,709,224
Other notes payable 19,325,376 19,325,376 18,342,379
18,342,379
</Table>

Because no market exists for certain of the Company's financial instruments,
fair value estimates are based on judgments and estimates regarding yield
expectations of investors, credit risk, normal costs of administration of
mortgage loans and finance receivables and other risk characteristics, including
interest rate and prepayment risk. These estimates are subjective in nature and
involve uncertainties and matters of judgment and therefore cannot be determined
with precision. Changes in assumptions could significantly affect these
estimates. The methodology and assumptions utilized to estimate the fair value
of the Company's financial instruments are as follows:

<Table>
<Caption>

Financial Instrument

<S>
Cash and cash equivalents

Mortgage loans held for sale

Finance receivables, net

Revolving credit facilities

Valuation Methodology
<C>
The carrying amount is considered to be
a reasonable estimate of fair value.

The fair value was estimated based on
recent sales.

The fair value was estimated based
on management's knowledge of sales of
other finance receivables portfolios
within the sub-prime auto industry.

The fair value approximates carrying
value due to the variable interest
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Other notes payable The fair value approximates carrying
value as the interest rates charged
on such debt approximates market.

</Table>

S - COMMITMENTS AND CONTINGENCIES
Mortgage Loan Sales

In connection with the Company's sale of mortgage loans in the ordinary
course of business, in certain circumstances such loan sales involve limited
recourse to the Company for up to the first twelve months following the sale.
Generally, the events which could give rise to these recourse provisions involve
the prepayment or foreclosure of a loan, and violations of customary
representations and warranties. If the recourse provisions are triggered the
Company may be required to refund all or part of the premium received on the
sale of such loan, and in some cases the Company may be required to repurchase
the loan. The Company estimates the potential exposure related to such recourse
provisions and accrues amounts against such potential losses where required.

Severance Agreements

The Company has entered into severance agreements with its three executive
officers which provide for payments to the executives in the event of their
termination after a change in control, as defined, of the Company. The
agreements provide, among other things, for a compensation payment equal to 2.99
times the annual compensation paid to the executive, as well as accelerated
vesting of any unvested options under the Company's stock option plans, in the
event of such executive's termination in connection with a change in control.

Car-Mart Stock Options

In connection with the Company's acquisition of Car-Mart in January 1999,
Car-Mart issued options to certain employees to purchase an aggregate 10%
interest in Car-Mart. Such options become exercisable over a period of
approximately five years and are subject to meeting certain annual earnings
targets. The earnings targets are established each year by Car-Mart's Board of
Directors. Pursuant to such option plan, as of April 30, 2001 Car-Mart employees
had purchased, or had the right to purchase, an aggregate 5% interest in
Car-Mart at a nominal cost. Options to purchase the remaining 5% interest become
exercisable upon meeting the earnings targets for the fiscal years ended April
30, 2002 and 2003. In connection with such stock options becoming exercisable,
the Company recorded compensation expense of $673,680, $421,095 and $47,952 for
the fiscal years ended April 30, 2001, 2000 and 1999, respectively.
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Smart Choice Class Action Lawsuit

In March 1999, prior to Crown's ownership interest in Smart Choice, certain
shareholders of Smart Choice filed two putative class action lawsuits against
Smart Choice and certain of Smart Choice's officers and directors in the United
States District Court for the Middle District of Florida (collectively, the
"Securities Actions"). The Securities Actions purport to be brought by
plaintiffs in their individual capacity and on behalf of the class of persons
who purchased or otherwise acquired Smart Choice publicly traded securities
between April 15, 1998 and February 26, 1999. These lawsuits were filed
following Smart Choice's announcement on February 26, 1999 that a preliminary
determination had been reached that the net income it had announced on February
10, 1999 for the fiscal year ended December 31, 1998 was likely overstated in a
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violations of Section 10(b) of the Securities Exchange Act of 1934 and Rule
10b-5 of the Securities and Exchange Commission as well as a claim for the
violation of Section 20(a) of the Exchange Act. The plaintiffs allege that the
defendants prepared and issued deceptive and materially false and misleading
statements to the public, which caused the plaintiffs to purchase Smart Choice
securities at artificially inflated prices. In April 2001 Smart Choice and the
plaintiffs' representatives executed an agreement whereby Smart Choice will pay
$2.5 million in full settlement of the above described actions. All of the $2.5
million settlement amount has been funded by Smart Choice's insurance carrier.
The agreement is subject to final approval of the court.

Other Litigation

In the ordinary course of business, the Company has become a defendant in
various other types of legal proceedings. Although the Company cannot determine
at this time the amount of the ultimate exposure from these ordinary course of
business lawsuits, if any, management, based on the advice of counsel, does not
expect the final outcome of any of these actions, individually or in the
aggregate, to have a material adverse effect on the Company's financial
position, results of operations or cash flows.

T - SUPPLEMENTAL CASH FLOW INFORMATION

Supplemental cash flow disclosures for the fiscal years ended April 30, 2001,
2000 and 1999 are as follows:

<Table>
<Caption>
Years Ended April 30,
2001 2000

<S> <C> <C>

Interest paid $ 22,389,880 $ 12,635,936
6,637,102

Income taxes paid, net 9,740,571 8,058,829
5,632,986

Inventory acquired in repossession 28,690,101 21,029,205
12,570,596

Notes issued in the purchase of property and equipment 1,475,915 2,170,610
Value of securities received in sale of 50% of

Precision 833,833
Note received in sale of Crown E1 Salvador 554,213

Paaco purchase agreement amendment (Note L) 4,452,597
Issuance of notes in Car-Mart acquisition
7,500,000
Value of stock issued in acquisitions
4,423,973

</Table>

In connection with the Company's purchase of Smart Choice in fiscal 2000 and
Car-Mart in fiscal 1999, assumed liabilities were as follows:

<Table>
<Caption>
Smart Choice Car-Mart
<S> <C> <C>
Fair value of assets acquired $ 103,166,990 $ 44,592,839
Cash paid for capital stock and costs (5,338,838) (34,514,029)
Notes issued for capital stock (7,500,000)

Minority interests (2,987,000)
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Liabilities assumed $ 94,841,152 $ 2,578,810

</Table>
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U - BUSINESS SEGMENTS

Operating results and other financial data are presented for the principal
business segments of the Company for the years ended April 30, 2001, 2000 and
1999. These segments are categorized principally by legal entity, which is how
management organizes the segments for making operating decisions and assessing
performance. The segments include (i) Car-Mart, (ii) Paaco, (iii) Smart Choice,
and (iv) other. Each of Car-Mart, Paaco and Smart Choice sell and finance used
vehicles. Other includes corporate operations, Concorde (mortgage loans),
Precision (container rental and sales), and for certain periods Crown El
Salvador (gaming), Home Stay (lodging) and the Company's equity investments in
Precision (for periods after October 31, 2000), Casino Magic Neuquen and
Atlantic Castings. The Company's business segment data for the years ended April
30, 2001, 2000 and 1999 is as follows (in thousands):

<Table>
<Caption>
Year Ended April 30, 2001
Car-Mart Paaco S. Choice Other Eliminations
Consolidated
<S> <C> <C> <C> <C> <C>
<C>
Revenues:

Sales and other $ 97,848 $ 106,654 $ 77,206 $ 12,878
$ 294,586

Interest income 7,858 16,331 21,717 3,437 $ (1,167)
48,176

Total 105,706 122,985 98,923 16,315 (1,167)
342,762
Costs and expenses:

Cost of sales 53,412 68,700 45,940 1,180
169,232

Selling, gen. and admin. 14,950 24,887 20,119 14,204
74,160

Prov. for credit losses 17,215 14,342 29,153 508
61,218

Interest expense 3,613 7,246 10,253 2,631 (1,167)
22,576

Depreciation and amort. 141 717 1,049 2,159
4,066

El Salvador write-down 800
800

Total 89,331 115,892 106,514 21,482 (1,167)
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Income (loss) before taxes
and minority interests

$ 10,853

$ 5,361

Total assets
$ 302,520

</Table>

<Table>
<Caption>

Revenues:
Sales and other
$ 207,360
Interest income

Costs and expenses:
Cost of sales
115,804

Selling, gen. and admin.

54,381

Prov. for credit losses

35,756
Interest expense
13,880

Depreciation and amort.

3,568

223,389

$ 82,916

6,466

45,383
12,960
14,104

3,239

134

Inc.s Annual Report (10-K)

52,259
18,962
13,113

5,725

331

$ (7,591)

$ 100,059

$ (5,024)

$ 90,897

$ -
$ -
$ (52,888)

Year Ended April 30, 2000

15,335
7,255
8,257
3,743

435

$ 15,113

4,610

2,827
15,204

282

Eliminations
<C>
$ (2,028)
(2,028)
(2,028)
(2,028)
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Security gains and other
11,368

Income before taxes
and minority interests
$ 25,620

$ 9,952

Total assets
$ 290,907

</Table>
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<Table>
<Caption>

Revenues:
Sales and other
$ 97,965
Interest income

Costs and expenses:
Cost of sales
57,130

Selling, gen. and admin.

30,784

Prov. for credit losses
15,498

Interest expense
6,766

Depreciation and amort.
2,399

Inc.s Annual_Report (10-K)

11,368
$ 13,562 $ 4,318 $ 831 $ 6,909 $ --
$ 169 $ 1,652 $ 983 $ 7,148 $ --
$ 58,976 $ 87,648 $ 99,191 $ 112,476 $ (67,384)
39
Year Ended April 30, 1999
Car-Mart Paaco S. Choice Other Eliminations
<C> <C> <C> <C> <C>
$ 25,273 % 61,848 $ -- $ 10,844
1,758 8,880 3,502 $ (819)
27,031 70,728 - - 14,346 (819)
13,407 41,858 1,865
3,494 15,860 11,430
5,325 9,926 247
892 4,879 1,814 (819)
41 392 1,966
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112,577

Security gains and other
27,249

Income (loss) before taxes
and minority interests
$ 25,958

Capital expenditures
$ 16,313

Total assets
$ 168,135

</Table>

$ 3,872 $ (2,187)
$ -- % 897
$ 47,229 $ 59,556

V - QUARTERLY RESULTS OF OPERATIONS (UNAUDITED)

A summary of the Company's quarterly results of operations for
ended April 30, 2001 and 2000 is as follows (in thousands):

<Table>
<Caption>

Total

<S>

<C>
Revenues

90,632 $
Net income

650 5,963
Basic EPS

.09 77
Diluted EPS

.09 .74

</Table>

342,762

<Table>
<Caption>

First
Quarter

<C>
$ 82,451
2,767
.34

.32

First
Quarter

the years

$ 103,993 $

Year Ended April 30, 2001

Second
Quarter

Third
Quarter

Fourth
Quarter

Year Ended April 30, 2000

Second
Quarter

Third
Quarter

Fourth
Quarter
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Revenues (a) $ 48,556 $ 45,530 $ 58,721 $
84,834 $ 237,641
Net income (b) 2,578 7,606 1,480
3,172 14,836
Basic EPS (b) .26 .79 .17
.38 1.61
Diluted EPS (b) .25 .76 .16
.36 1.54
</Table>

a - During the third quarter in the year ended April 30, 2000, the Company
acquired Smart Choice which caused revenues to increase in the third and
fourth quarter of such year.

b - During the second quarter in the year ended April 30, 2000, the Company
sold its 49% interest in Casino Magic Neuquen resulting in a significant
gain during such period (see Note C).
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ITEM 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTANTS ON ACCOUNTING AND
FINANCIAL DISCLOSURE

On October 20, 1999, the Company's Audit Committee unanimously approved the
dismissal of PricewaterhouseCoopers LLP ("PwC") as the Company's independent
accountants, and engaged Grant Thornton LLP as the Company's new independent
accountants. The Company's Audit Committee cited cost considerations as a
principal reason for the change.

PwC's report on the financial statements of the Company for fiscal 1999 and
1998 did not contain an adverse opinion or a disclaimer of opinion, and was not
qualified or modified as to uncertainty, audit scope or accounting principles.

During the two most recent fiscal years and the subsequent interim period
preceding the dismissal of PwC, there were no disagreements with PwC on any
matter of accounting principles or practices, financial statement disclosure, or
auditing scope or procedure, which disagreements, if not resolved to the
satisfaction of PwC, would have caused it to make reference to the subject
matter of the disagreements in connection with its report.

No event listed in Paragraphs (A) through (D) of Item 304 a(1l)(v) of
Regulation S-K occurred within the Company's two most recent fiscal years and
the subsequent interim period preceding the dismissal of PwC except as follows:

During the course of its fiscal 1999 year end closing process, the Company
discovered certain accounting errors and irregularities at its Paaco
Automotive Group, Inc. and Premium Auto Acceptance Corporation subsidiaries
(collectively "Paaco"). As a result of such discovery PwC (i) expanded
their fiscal 1999 audit procedures at Paaco and (ii) advised the Company
that a material weakness existed in Paaco's financial reporting and
accounting processes. The Company has restructured Paaco's management
organization and has taken certain steps to ensure the integrity of Paaco's
accounting and reporting procedures. Daniel Chu, former President of Paaco,
resigned in July 1999.

The Audit Committee of the Board of Directors of the Company met with PwC

and discussed the subject matter of the audit procedures and advice of PwC
with respect to Paaco, and the Company authorized PwC to respond fully to

the inquiries of the Company's successor accountant concerning the subject
matter of PwC's audit procedures and advice regarding Paaco.
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preceding the engagement of Grant Thornton LLP, the Company did not consult with
Grant Thornton LLP on (i) the application of accounting principles to a
specified transaction, (ii) the type of audit opinion that might be rendered on
the Company's financial statements, or (iii) any matter that was either the
subject of a disagreement or a reportable event.

PwC provided the Company with a letter indicating its agreement with the
foregoing statements.
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PART III

Except as to information with respect to executive officers which is
contained in a separate heading under Item 1 to this Form 10-K, the information
required by Part III of Form 10-K is, pursuant to General Instruction G(3) of
Form 10-K, incorporated by reference from the Company's definitive proxy
statement to be filed pursuant to Regulation 14A for the Company's Annual
Meeting of Stockholders to be held in 2001. The Company will, within 120 days of
the end of its fiscal year, file with the Securities and Exchange Commission a
definitive proxy statement pursuant to Regulation 14A.

ITEM 10. DIRECTORS AND EXECUTIVE OFFICERS OF THE REGISTRANT

The information concerning directors and executive officers of the registrant
is set forth in the Proxy Statement to be delivered to stockholders in
connection with the Company's Annual Meeting of Stockholders to be held in 2001
(the "Proxy Statement") under the headings "Election of Directors” and
"Compliance with Section 16(a) of the Securities Exchange Act of 1934," which
information is incorporated herein by reference. The name, age and position of
each executive officer of the Company is set forth under the heading "Executive
Officers"” in Item 1 of this report.

ITEM 11. EXECUTIVE COMPENSATION

The information concerning executive compensation is set forth in the 2001
Proxy Statement under the heading "Executive Compensation,"” which information is
incorporated herein by reference.

ITEM 12. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT

The information concerning security ownership of certain beneficial owners
and management is set forth in the 2001 Proxy Statement under the heading
"Security Ownership of Certain Beneficial Owners and Management," which
information is incorporated herein by reference.

ITEM 13. CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS
The information concerning certain relationships and related transactions is

set forth in the 2001 Proxy Statement under the heading "Certain Transactions,"”
which information is incorporated herein by reference.

42
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PART IV
ITEM 14. EXHIBITS, FINANCIAL STATEMENT SCHEDULES AND REPORTS ON FORM 8-K
(a)(1). FINANCIAL STATEMENTS AND ACCOUNTANT'S REPORT

The following financial statements and accountants' reports are
included in Item 8 of this report:

Reports of Independent Accountants
Consolidated Balance Sheets as of April 30, 2001 and 2000

Consolidated Statements of Operations for the fiscal years
ended April 30, 2001, 2000 and 1999

Consolidated Statements of Comprehensive Income for the
fiscal years ended April 30, 2001, 2000, and 1999

Consolidated Statements of Cash Flows for the fiscal years
ended April 30, 2001, 2000 and 1999

Consolidated Statements of Stockholders' Equity for the fiscal
years ended April 30, 2001, 2000 and 1999

Notes to Consolidated Financial Statements
(a)(2). FINANCIAL STATEMENT SCHEDULES

Schedule I - Condensed Financial Information of Crown Group, Inc.
(Parent Company Only)

The other financial statement schedules are omitted since the required
information is not present, or is not present in amounts sufficient to
require submission of the schedules, or because the information
required is included in the consolidated financial statements and notes
thereto.

(a)(3). EXHIBITS

<Table>

<Caption>

EXHIBIT

NUMBER DESCRIPTION OF EXHIBIT

<S> <C>
2.1 Stock Purchase Agreement dated as of December 1, 1998 by and among Bill Fleeman Revocable
Trust,

Fleeman Charitable Remainder Annuity Trust and certain other trusts and individuals, and
Crown Group,
Inc.(13)

2.2 Stock Purchase Agreement dated as of December 1, 1999 by and between Smart Choice
Automotive Group,
Inc. and Crown Group, Inc.(15)

3.1 Articles of Incorporation of the Company (formerly SKAI, Inc.).(3)
3.1.1 Articles of Merger of the Company and SKAI, Inc. filed with the Secretary of State of the
State of

Alabama on September 29, 1989.(3)

3.1.2 Articles of Merger of the Company and SKAI, Inc. filed with the Secretary of State of the
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Texas on October 10, 1989.(3)

3.1.3 Articles of Amendment filed with the Secretary of State of the State of Texas on October 7,
1993.(8)

3.1.4 Articles of Amendment filed with the Secretary of State of the State of Texas on October 5,
1994. (8)

3.1.5 Articles of Amendment filed with the Secretary of State of the State of Texas on October 2,
1997.(12)

3.2 By-Laws dated August 24, 1989.(4)

4.1 Specimen stock certificate.(9)

4.2 Loan and Security Agreement by and among Paaco Automotive Group, Inc. and Premium Auto
Acceptance

Corporation (collectively, "Paaco") and Finova Capital Corporation ("Finova") including

the Eighth Amended and Restated Schedule to Loan and Security Agreement and the Eighth
Amended and

Restated Promissory Note.(12)

4.2.1 First Amended and Restated Loan and Security Agreement by and among Finova and Paaco
including the

Schedule to First Amended and Restated Loan and Security Agreement and the Twelfth Amended
and Restated

Promissory Note.(14)

</Table>
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<Table>
<S> <C>
4.2.2 First Amended and Restated Schedule to First Amended and Restated Loan and Security
Agreement

dated November 18, 1999 by and between Finova and Paaco.(15)

4.3 Loan and Security Agreement dated January 15, 1999 by and among BankAmerica Business
Credit, Inc. and
America's Car-Mart, Inc.(13)

4.4 Second Amended and Restated Loan and Security Agreement dated November 9, 1998 by and
between Florida

Finance Group, Inc., Liberty Finance Company, Smart Choice Receivables Holding Company and
First Choice

Auto Finance, Inc. (collectively, the "Smart Choice Subsidiaries™) and Finova. (15)
4.4.1 First Amended and Restated Schedule to Second Amended and Restated Loan and Security
Agreement dated

November 18, 1999 by and between the Smart Choice Subsidiaries and Finova.(15)
10.1 1986 Incentive Stock Option Plan.(2)
10.1.1 Amendment to 1986 Incentive Stock Option Plan adopted September 27, 1990.(5)
10.2 1991 Non-Qualified Stock Option Plan.(6)

10.3 1997 Stock Option Plan.(11)
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Slusser, T.J.

M. Jacobs

Falgout, III, David J. Douglas, J. David Simmons, Gerald L. Adams, Robert J. Kehl, Gerard
and
Michael B. Cloud.(7)

10.5 Form of Severance Agreement dated July 2, 1996 between the Company and Edward R. McMurphy,
T.3
Falgout, IITI and Mark D. Slusser.(10)
21.1 Subsidiaries of Crown Group, Inc.(1)
23.1 Consent of Independent Certified Public Accountants (Grant Thornton LLP).(1)
23.1.1 Consent of Independent Accountants (PricewaterhouseCoopers LLP).(1)
23.2 Report of Independent Accountants on Financial Statement Schedule (Grant Thornton LLP).(1)
23.2.1 Report of Independent Accountants on Financial Statement Schedule (PricewaterhouseCoopers
LLP). (1)
24.1 Power of Attorney of Edward R. McMurphy. (1)
24.2 Power of Attorney of Tilman J. Falgout, III.(1)
24.3 Power of Attorney of David J. Douglas. (1)
24.4 Power of Attorney of J. David Simmons. (1)
24.5 Power of Attorney of Gerald L. Adams. (1)
24.6 Power of Attorney of Gerard M. Jacobs. (1)
24.7 Power of Attorney of Robert J. Kehl. (1)
</Table>
(1) Filed herewith.
(2) Previously filed as an Exhibit to the Company's Registration
Statement on Form 10, as amended, (No. ©-14939) and incorporated
herein by reference.
(3) Previously filed as an Exhibit to the Company's Quarterly Report on
Form 10-Q for the quarter ended October 31, 1989 and incorporated
herein by reference.
(4) Previously filed as an Exhibit to the Company's Annual Report on Form
10-K for the year ended April 30, 1990 and incorporated herein by
reference.
44
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(5) Previously filed as an Exhibit to the Company's Annual Report on Form
10-K for the year ended April 30, 1991 and incorporated herein by
reference.
(6) Previously filed as an Exhibit to the Company's Annual Report on Form
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reference.

(7) Previously filed as an Exhibit to the Company's Quarterly Report on
Form 10-Q for the quarter ended July 31, 1993 and incorporated herein
by reference.

(8) Previously filed as an Exhibit to the Company's Registration Statement
on Form S-1, as amended, initially filed with the Securities and
Exchange Commission on May 31, 1994 (No. 33-79484) and incorporated
herein by reference.

(9) Previously filed as an Exhibit to the Company's Annual Report on Form
10-K for the year ended April 30, 1994 and incorporated herein by
reference.

(10) Previously filed as an Exhibit to the Company's Quarterly Report on

Form 10-Q for the quarter ended January 31, 1997 and incorporated
herein by reference.

(11) Previously filed as an Exhibit to the Company's Registration
Statement on Form S-8, as amended, initially filed with the
Securities and Exchange Commission on October 20, 1997
(No. 333-38475) and incorporated herein by reference.

(12) Previously filed as an Exhibit to the Company's Annual Report on Form
10-K for the year ended April 30, 1998 and incorporated herein by
reference.

(13) Previously filed as an Exhibit to the Company's Current Report on

Form 8-K dated January 15, 1999 and incorporated herein by reference.

(14) Previously filed as an Exhibit to the Company's Quarterly Report on
Form 10-Q for the quarter ended January 31, 1999 and incorporated
herein by reference.

(15) Previously filed as an Exhibit to the Company's Current Report on
Form 8-K dated December 1, 1999 and incorporated herein by reference.

(b) REPORTS ON FORM 8-K

During the fiscal quarter ended April 30, 2001 the Company did not file any
reports on Form 8-K.
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SIGNATURES

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

CROWN GROUP, INC.

Dated: August 7, 2001 By: /s/ Edward R. McMurphy
Edward R. McMurphy
President and Chief Executive Officer
(principal executive officer)
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Dated: August 7, 2001 By: /s/ Mark D. Slusser
Mark D. Slusser
Vice President Finance and Chief
Financial Officer (principal financial
and accounting officer)

Pursuant to the requirements of the Securities Exchange Act of 1934, this report
has been signed by the following persons in the capacities and on the dates
indicated.

<Table>
<Caption>
Signature Title
Date
<S> <C>
<C>
* Chairman of the Board, President

August 7, 2001
-------------------------------------- and Chief Executive Officer
Edward R. McMurphy

* Executive Vice President,
August 7, 2001
-------------------------------------- General Counsel and Director

* Director
August 7, 2001
David J. Douglas

* Director
August 7, 2001
John David Simmons

* Director
August 7, 2001
Gerald L. Adams

* Director
August 7, 2001
Gerard M. Jacobs

* Director

Mark D. Slusser

As Attorney-in-Fact

Pursuant to Powers of

Attorney filed herewith
</Table>



Case 25-33487-mvl7 Doc 522-2 Filed 12/09/25 Entered 12/09/25 17:15:53 Desc
Exhibit 2 - Crown Group Inc.s Annual Report (10-K) dated August 6 2001 Page 67 of 72

46
<PAGE> 47

SCHEDULE I
CONDENSED FINANCIAL INFORMATION OF CROWN GROUP, INC. (PARENT COMPANY ONLY)

CONDENSED BALANCE SHEETS

<Table>
<Caption>
April 30,
2001 2000
<S> <C> <C>
Assets:
Cash and cash equivalents $ 252,773 $ 5,803,702
Investments 6,670,265 2,503,146
Receivables from subsidiaries 10,611,644 19,556,771
Investment in subsidiaries 40,555,756 36,709,601
Goodwill, net 6,767,585 7,283,551
Other 6,973,699 5,195,313

Liabilities and stockholders' equity:
Accounts payable and accrued liabilities $ 838,750 $ 1,761,012

Income taxes payable 230,204 6,463,863
Debt 11,830,515 9,816,000
Deferred tax liability 143,994

Total liabilities 12,899,469 18,184,869
Stockholders' equity 58,932,253 58,867,215

</Table>

CONDENSED STATEMENTS OF OPERATIONS

<Table>
<Caption>
Years Ended April 30,
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Revenues:

Interest income $ 392,436 $ 638,687 $ 1,038,645
Interest income from subsidiaries 1,166,973 2,028,413 818,831
Interest, fees and rentals from CMN 694,146
Other 67,729 239,346

1,627,138 2,667,100 2,790,968

Costs and expenses:

Selling, general and administrative 3,783,915 4,677,799 4,916,797
Interest expense 877,245 788,375 211,210
Depreciation and amortization 861,704 833,405 1,079,564

5,522,864 6,299,579 6,207,571

Other income:

Equity in earnings of unconsolidated subsidiaries 137,929 506,775 1,259,734
Equity in earnings of consolidated subsidiaries 7,838,572 9,600,315 1,696,385
Gain on sale of securities, net 4,726 10,861,100 25,989,130
7,981,227 20,968,190 28,945,249
Income before income taxes 4,085,501 17,335,711 25,528,646
Provision (benefit) for income taxes (1,877,327) 2,499,292 8,020,236
Net income $ 5,962,828 $ 14,836,419 ¢ 17,508,410
</Table>

The accompanying notes are an integral part of this condensed financial
information.
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SCHEDULE I (CONTINUED)
CROWN GROUP, INC. (PARENT COMPANY ONLY)
CONDENSED STATEMENTS OF CASH FLOWS
<Table>
<Caption>
Years Ended April
30,
2001 2000
1999
<S> <C> <C>
<C>

Operating activities:
Net income $ 5,962,828 $ 14,836,419
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Adjustments to reconcile net income to
net cash used by operating activities:
Depreciation and amortization
1,079,564
Accretion of purchase discount
(825,198)
Deferred income taxes
778,307
(Gain) loss on sale of assets
(136,196)
Gain on sale of securities
(25,989,130)
Equity in earnings of unconsolidated subsidiaries
(1,259,734)
Equity in earnings of consolidated subsidiaries
(1,696,385)

Changes in assets and liabilities, net of transactions:

Other
756,298

Accounts payable and accrued liabilities
398,515

Income taxes payable
3,238,210

Net cash used by operating activities

(6,147,339)

Investing activities:
Purchase of property and equipment

(3,475,908)

Sale of property and equipment
1,043,711

Purchase of investments and securities
(6,643,496)

Sale of securities
34,449,806

Advances to subsidiaries
(2,213,221)

Repayments from subsidiaries
5,350,000

Sale of 50% of Precision
Sale of Crown El1 Salvador
Dividends and note collections from CMN

2,389,152

Investment in unconsolidated entities
(1,000,341)

Formation of Crown E1 Salvador
(1,207,000)

Formation of Home Stay
(640,000)

Purchase of Car-Mart
(10,005,863)

Purchase of Paaco
(3,431,250)

Purchase of Precision and M&S
(2,000)

Purchase of Smart Choice

Net cash provided by investing activities
14,613,590

861,704
(103,370)
530,526

2,503
(4,726)
(137,929)

(7,838,572)

737,932
(1,301,079)

(6,233,659)

(51,660)

(970,615)

(242,918)
6,042,596

2,229,467
30,000

7,036,870

833,405
(376,074)
(682,656)

11,188

(10,861,100)

(506,775)

(9,600,315)

(1,190,001)
454,842

3,162,180

(291,426)

(1,808,805)

16,762,325

(18,306,514)

11,582,682

306,487

(5,338,838)

2,905,911
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Financing activities:

Issuance of stock 60,937
Issuance of debt
1,158,000
Purchase of common stock (5,124,894)
(1,994,323)
Net cash used by financing activities (5,063,957)
(836,323)
Increase (decrease) in cash and cash equivalents (5,550,929)
7,629,928
Cash and cash equivalents at: Beginning of year 5,803,702
5,030,861
End of year $ 252,773

$ 12,660,789

</TABLE>
The accompanying notes are an integral part of this condensed financial
information.
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SCHEDULE I (CONTINUED)
CROWN GROUP, INC. (PARENT COMPANY ONLY)
NOTES TO CONDENSED FINANCIAL STATEMENTS

A - GUARANTEES

Crown Group, Inc. ("Crown") has made the following guarantees with respect
to its subsidiaries:

<Table>
<Caption>
Amount
Facility Drawn at Maximum

Debtor Amount April 30, 2001 Guarantee
<S> <C> <C> <C>
Paaco/Smart Choice $ 160,000,000 $ 147,441,945 $ 5,000,000
Car-Mart 35,000,000 29,767,688 10,000,000
Concorde 25,000,000 12,852,593 5,000,000
</Table>

B - ELIMINATION OF BALANCES AND TRANSACTIONS WITH SUBSIDIARIES

As of April 30, 2001 and 2000 the following balances were eliminated in the

(5,844,111)

(6,857,087)
12,660,789

$ 5,803,702
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<Table>
<Caption>
April 30,

<S> <C> <C>
Receivables from subsidiaries $ 10,611,644 $ 19,556,771
Investments in subsidiaries 40,555,756 36,709,601
</Table>

For the years ended April 30, 2001, 2000 and 1999 interest income in the
amounts of $1,166,973, $2,028,413 and $818,831, respectively, was eliminated
in the consolidated financial statements of Crown.

C - DEBT

A summary of debt as of April 30, 2001 and 2000 is as follows:

Balance at April 30,

<Table>
<Caption>
Interest Primary
Lender Rate Maturity Collateral 2001

<S> <C> <C> <C> <C>

Car-Mart sellers 8.50% Jan 2004 Unsecured $ 7,500,000
7,500,000

Bank of America 8.00% Sep 2001 Equipment 2,316,000
2,316,000

Regions Bank Prime + .5% May 2001 Land 2,000,000

I0S 17.27% Apr 2006 Equipment 14,515

$ 11,830,515

9,816,000
</Table>

A summary of future minimum principal payments required under the
aforementioned debt as of April 30, 2001 is as follows:

<Table>
<Caption>
Years Ending
April 30, Amount
<S> <C>
2002 $ 4,318,159
2003 2,563
2004 7,503,042
2005 3,611
2006 3,140
$ 11,830,515
</Table>

D - RECLASSIFICATIONS

Certain prior year amounts in the accompanying financial statements

2000
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EXHIBIT INDEX
<Table>
<Caption>
EXHIBIT
NUMBER DESCRIPTION OF EXHIBIT
<S> <C>
21.1 Subsidiaries of Crown Group, Inc.
23.1 Consent of Independent Certified Public Accountants (Grant Thornton LLP).
23.1.1 Consent of Independent Accountants (PricewaterhouseCoopers LLP).
23.2 Report of Independent Accountants on Financial Statement Schedule

(Grant Thornton LLP).

23.2.1 Report of Independent Accountants on Financial Statement Schedule
(PricewaterhouseCoopers LLP).

24.1 Power of Attorney of Edward R. McMurphy.
24.2 Power of Attorney of Tilman J. Falgout, III.
24.3 Power of Attorney of David J. Douglas.
24.4 Power of Attorney of J. David Simmons.
24.5 Power of Attorney of Gerald L. Adams.
24.6 Power of Attorney of Gerard M. Jacobs.
24.7 Power of Attorney of Robert J. Kehl.
</Table>
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A Tricolor dealership lots in Mesa, Ariz. In early September, the company closed its 65 lots across six states and filed for liquidation under Chapter 7 of
the U.S. bankruptcy code. (ASH PONDERS/BLOOMBERG)

EXCLUSIVE

U.S. Banks Missed Warning Signs on
Tricolor. Now, Their Losses Are
Adding Up.

Tricolor became a major used-car auto dealer before its sudden liquidation last month.
Big U.S. banks appear to have overlooked warning signs surrounding its quick growth.

By Jacob Adelman

Oct 06, 2025, 11:10 am EDT

In June, Daniel Chu seemed securely in the driver’s seat. The Dallas-based auto business he had co-founded 18
years earlier was growing steadily and had just cleared a new financial milestone.

Chu’s Tricolor Auto Group had recently opened a 258,000-square-foot maintenance center outside Phoenix to
repair and recondition the used vehicles it sold to its core market of Spanish-speaking immigrants. The facility—its
second, after one in Texas—was to anchor a western-state expansion.

Rating firms had just graded Tricolor’s latest round of securities backed by its auto loans, pushing the total volume
of its rated bonds past $2 billion. S&P Global Ratings gave the biggest slice of the security an AA rating, its second-
highest ranking.


https://www.barrons.com/authors/jacob-adelman?mod=article_byline
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provided the company with a line of credit.

“We have conviction that our differentiated approach enables us to deliver consistent, predictable and positive
outcomes,” Chu said in a June 11 statement announcing the Barclays-led securitization.

six states before filing for liquidation under Chapter 7 of the U.S. bankruptcy code. S&P put its auto-loan-backed
securities on watch for downgrades before suspending its ratings entirely, and some of the company’s lenders have
flagged their exposure in regulatory filings.

As Tricolor benefited from Wall Street’s largess, U.S. banks and ratings firms appear to have missed or overlooked
warning signs. So too may have the U.S. government, which awarded Tricolor a special U.S. Treasury certification
in 2019.

Tricolor was also repeatedly cited by state motor-vehicle and financial regulators, Barron’s found, for lapses that
included delayed title transfers, improper use of temporary license plates, and selling cars for which the company
didn’t hold title.

activity at a commercial borrower, which a person familiar with the matter identified as Tricolor. Fifth Third hasn’t
disclosed any details of the alleged fraud.

NEWSLETTER SIGN.UP “When you have a fraud, it’s ultimately a client selection issue,” Fifth Third

Review & Preview

Every weekday evening we highlight the consequential
market news of the day and explain what's likely to
matter tomorrow.

CEO Timothy Spence said at a Sept. 10 banking conference. “We’re not in the
business of doing business with people who commit fraud.”

One of Tricolor’s co-founders, Texas businessman Ken Weaver, had served

prison time for selling stolen cars, then failed to disclose that history when

Subseribe seeking to run a Texas utility that racked up customer complaints under his
watch, according to local news reports.

In a 2022 interview, Chu told Barron’s he forced Weaver out after learning of
his past. Barron’s was unable to locate Weaver for comment.

Chu’s own record includes allegations of financial mismanagement and self dealing.

Before co-founding Tricolor, Chu resigned from his role as president at another used-car company after accounting
irregularities surfaced, according to a regulatory filing with the Securities and Exchange Commission. Chu said he
wasn’t involved with the firm’s accounting.

Chu was also sued by partners in a tech business for allegedly giving away their stake in the venture to settle a
personal debt, a transaction for which Chu later disclaimed responsibility.

JP Morgan, Barclays, Fifth Third, BlackRock, Pimco, AllianceBernstein, S&P, and the Treasury’s Community
Development Financial Institution Fund either declined to comment about Tricolor’s history and Chu’s background
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https://www.barrons.com/articles/tricolor-bankruptcy-fifth-third-jpm-esg-investing-80e99bd1?mod=article_inline
https://www.barrons.com/articles/tricolor-auto-esg-investing-complaints-expensive-cars-51668209717?mod=article_inline
https://www.barrons.com/articles/esg-investing-cdfi-fund-51672242954?mod=article_inline
https://www.barrons.com/articles/esg-investing-cdfi-fund-51672242954?mod=article_inline
https://www.barrons.com/market-data/stocks/fitb?mod=article_chiclet

Case 25-33487-mvil7 Doc 522-3 Filed 12/09/25 Entered 12/09/25 17:15:53 Desc
Exhibit 3 - Article by Jacob Adelman Page 4 of 6

or didn’t respond to requests.

Chu didn’t respond to requests for comment and has made no public remarks in the weeks since Tricolor’s
apparent collapse, but Barron’s spoke to him over multiple conversations lasting several hours for its 2022 report.

At the time, Chu said Tricolor sold cars at lower margins than competing dealership chains, spending generously
on presale repairs and reconditioning. Citations from state motor-vehicle and financial regulators were largely due
to missteps by outside vendors Tricolor works with, he said. Chu said he believed himself to have been exonerated
in the claim by the tech-company investors and had committed no wrongdoing.

“My life as an entrepreneur hasn’t been this easy path,” he said. “There have been a lot of unscripted,
unconventional turns.”

Chu, 61, grew up in Dallas, where he attended the St. Mark’s School of Texas, an elite boys’ prep academy. He
earned a degree in electrical engineering from Washington University in St. Louis, then studied athletic
administration at the University of Miami before becoming head basketball coach at the University of the South in

Sewanee, Tenn.

Chu told Barron’s that his coaching career ended when he joined a family friend to launch Paaco, a Dallas used-car
chain that, like Tricolor, catered to Hispanic buyers.

The Associated Press reported at the time that he had been fired from the coaching job for violations involving
payouts to student athletes, which led to the University of the South athletics program being placed on probation.
Chu didn’t respond to questions about this account.

His time at Paaco, where he was president, likewise ended amid controversy. A year after the chain’s 1998 sale to
the Crown Group, a publicly traded holding company whose businesses are now part of America’s Car-Mart, Crown
disclosed “accounting errors and irregularities” at Paaco. Crown said it “has taken certain steps to ensure the
integrity of Paaco’s accounting and reporting procedures” and announced Chu’s retirement.

Chu told Barron’s that he had no role in the firm’s accounting during the period in question and viewed the episode
as an opportunity to step away. “Frankly,” he said, “I was ready to get out of the business at that point anyway.”

After Paaco, Chu drew partners into a tech venture that eventually sold for $161 million. Those partners later sued
Chu, according to a 2012 court filing, alleging that he diverted their stake to settle a personal debt. In courtroom
testimony reviewed by Barron’s, he appeared to acknowledge having made the transfer.

A lawyer for the investor group told Barron’s that Chu was dropped as a defendant in exchange for that testimony.
Chu said he was cleared because the transfer was directed by others.

By the mid-2000s, Chu was back in the used-car business as co-president of Ole Auto Group, another Texas chain
that catered to Hispanic buyers.

His tenure at Ole coincided with a financial scandal involving Philadelphia mob associates who conspired to seize
control of the auto seller’s parent, FirstPlus Financial, and siphon off its assets, according to reporting by The Wall

Street Journal and other outlets. The conspirators later received decadeslong prison sentences for racketeering and
fraud.

Chu was dismissed from Ole soon after the mob takeover. He sued FirstPlus’s new leadership in an effort to regain
his job but abandoned the case after Weaver, the Texas businessman, invited him to start a new business aimed at
the same low-income, Spanish-speaking market, he said. Weaver founded the company in August 2007, with Chu

becoming CEO soon after.
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in 2009. Weaver had served prison sentences for crimes including stealing and reselling cars, the paper reported.
Weaver omitted that information in his subsequent state application to operate an electric-utility provider for low-
income Texans called Freedom Power, which was later cited for consumer protection violations.

Chu said in 2022 that he immediately pushed Weaver out of Tricolor, by recruiting an outside investor to buy out
his stake.

In late 2020 and early 2021, Tricolor added several high-profile names to its board: Antonio Garza, former U.S.
ambassador to Mexico under George W. Bush; Kathryn Petralia, co-founder of financial-technology firm Kabbage,
now part of American Express; and Beth Brooke, a former Ernst & Young executive and Treasury official in the
Clinton administration who also sits on the board of the New York Times.

Garza, Peralta, and Brooke didn’t respond to messages seeking comment.

commitments to the auto chain, records show.

The bank also extended at least $17.4 million in mortgage loans to Chu for properties in Dallas County’s Highland
Park, the Hollywood Hills, and the Four Seasons Residences at the Surf Club in Surfside, near Miami, according to
property records.

Chu resigned from Origin’s board on the day Tricolor filed for bankruptcy.

An Origin spokesperson said the bank “fully complies with all laws and regulations regarding lending.”

Chu told Barron’s in 2022 that he launched Tricolor after seeing the challenges Hispanic immigrants faced in
buying cars. Tricolor was also pursuing a social mission, he said, helping low-income customers get to work and
build credit histories.

He cast the company as a do-good version of the controversial used-car sales format known as “buy here, pay here.”
Such businesses offer in-house financing to customers who don’t have the savings, income, or credit scores to
qualify for conventional loans.

In 2019, Tricolor was certified as a Community Development Financial Institution under the U.S. Treasury based
on its lending to a target market of low-income Hispanic borrowers.

The program promotes lending in disadvantaged communities by granting CDFTI status to qualifying lenders. Most
certified entities are nonprofit lenders, community banks, or credit unions, though some for-profit banks and
investment firms have also been approved.

Despite the special status, Tricolor used some of the tactics practiced by traditional “buy here, pay here” lenders,
such as selling used cars at steep markups, then cycling those vehicles back into their inventories if borrowers
defaulted, Barron’s reported in 2022.

Barron’s found that Tricolor had also been the target of more fines and violation notices from state motor vehicle
and financial regulators than big, national used-car companies that sell far more vehicles. Some Tricolor customers
said in interviews and state complaint filings that they encountered mechanical troubles with recently bought cars
that the company couldn’t or wouldn’t fix.
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servicing arm lacked procedures to ensure accurate reporting to credit bureaus and failed to conduct required
investigations of borrower complaints.

Chu said the credit-reporting lapses occurred under Tricolor’s then-private equity owners and caused no direct
harm to customers.

Tricolor’s CDFI label became a big part of its appeal to Wall Street in an era of sustainable investment initiatives.
BlackRock, for one, cited the social-lending designation in its decision to invest in the company through its Impact
Opportunities Fund in May 2022.

The fund was created to raise $1 billion for businesses and projects owned, led by, or serving members of minority
groups. BlackRock directed some $90 million to Tricolor.

Write to Jacob Adelman at jacob.adelman@barrons.com &
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DANIELT. CHU
4208 BEVERLY DRIVE
DALLAS TX 75205

September 6, 2025

VIA EMAIL

Mr. Drake Mills

Chairman, President and CEO

Origin Bancorp

P.O. Box 2525

Ruston LA 71273

Drake-

Regretfully, please accept this as my letter of resignation, effective immediately.

It has been a true honor to work with you as a member of the Origin Bank Board of
Directors.

Thank you.

Sincerely,

Daniel Chu
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% Origin Bank

Member FDIC

SWAP TRANSACTION CONFIRMATION

To:
Attention:
Phone:
Email:

From:
Attention:
Phone:
Email:

Reference:

Unique Transaction Identifier (UTI):
Unique Product Identifier (UPI):
Date:

Dear Sir / Madam,

Chu Family Investments, LLC ("Counterparty”)
Daniel Chu

214-534-3600

dchu@tricolor.com

Origin Bank (“ORIGIN”)
Will Lankford
318-232-7466
wlankford@origin.bank

DP1710513
D8RBTOL3JO2Q6IEOOF34710513
QZB9H4QSD2CG

August 29, 2025

The purpose of this letter (this "Confirmation") is to confirm the terms and conditions of the
transaction ("Transaction") entered into between Origin Bank and Chu Family Investments, LLC.

The definitions and provisions contained in the 2021 ISDA Interest Rate Derivatives Definitions, as
published by the International Swaps and Derivatives Association, Inc., are incorporated into this
Confirmation. In the event of any inconsistency between those definitions and provisions and this
Confirmation, this Confirmation will govern.

1. The terms of the particular Transaction to which the Confirmation relates are as

follows:

Transaction Type: Interest Rate Swap

Currency for Payments: U.S. Dollars

Notional Amount: For a Calculation Period, the amount set forth
opposite that Calculation Period on Attachment |
hereto

Term:

Trade Date: August 29, 2025

Effective Date: August 29, 2025

Origin Bank Confirmation Ref No: DP1710513

POWERED BY
7

7 Derivative



Termination Date:
Fixed Amounts:
Fixed Rate Payer:
Period End Dates:

PaymentDates:

Business Day Convention:

Business Day:

Fixed Rate :

Fixed Rate Day Count
Fraction:

Floating Amounts:

Floating Rate Payer:
Period End Dates:

PaymentDates:

Business Day Convention:

Business Day:

Floating Rate for initial
Calculation

Period:

Floating Rate Option:

Designated Maturity:

Spread:
Floating Rate Day Count
Fraction:

Floating Rate determined:

Reset Dates:
Averaging:
Compounding:

Page 3 of 6

September 1, 2030

Counterparty

Monthly on the 1st of the month, commencing
October 1st, 2025 through and including the
Termination Date, subject to No Adjustment
Monthly on the 1st of the month, commencing
October 1st, 2025 through and including the
Termination Date, subject to adjustment in
accordance with the Modified Following Business
Day Convention

Modified Following
New York
6.82000%

ACT/360

ORIGIN

Monthly on the 1st of the month, commencing
October 1st, 2025 through and including the
Termination Date, subject to No Adjustment

Monthly on the 1st of the month, commencing
October 1st, 2025 through and including the
Termination Date, subject to adjustment in
accordance with the Modified Following Business
Day Convention

Modified Following
New York
4.31599%

USD-SOFR CME Term
1 Month

3.15000%
ACT/360

Two U.S. Government Securities Business Day(s)
prior to each Reset Date

The first day of each Calculation Period
Not Applicable
Not Applicable

2. The additional provisions of this Confirmation are as follows:

Origin Bank Confirmation Ref No: DP1710513

POWERED BY

Derivative
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Calculation Agent: ORIGIN
Payments to ORIGIN: Standard Settlement Instructions
Payments to Counterparty: Standard Settlement Instructions
Eligibility:

Each party represents that it is an "eligible contract participant"” within the meaning of the
Commodity Exchange Act (7 U.S.C. § 1 etseq), asamended.

Documentation:

This Confirmation supplements, forms part of, and is subject to, the ISDA Master Agreement
between ORIGIN and Counterparty dated as of August 22, 2025, as amended and supplemented
from time to time (the "ISDA Master Agreement"). All provisions contained or incorporated by
reference in the ISDA Master Agreement will govern this Confirmation except as expressly modified
herein. Please confirm that the foregoing correctly sets forth the terms of our agreement by
executing a copy of this confirmation and returning it to us.

Very truly yours,
Origin Bank

By:

Name: Will Lankford

Title: Treasurer, SVP

Accepted and Confirmed as of date first written above:

Chu Family Investments, LLC

By

v

Title: Manager

Origin Bank Confirmation Ref No: DP1710513

POWERED BY
5O Derivative
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Amortization Schedule for DP1710513

Calculation Period

(from and including to, but excluding)

7
’

Start Date
29-Aug-25
01-Oct-25
01-Nov-25
01-Dec-25
01-Jan-26
01-Feb-26
01-Mar-26
01-Apr-26
01-May-26
01-Jun-26
01-Jul-26
01-Aug-26
01-Sep-26
01-Oct-26
01-Nov-26
01-Dec-26
01-Jan-27
01-Feb-27
01-Mar-27
01-Apr-27
01-May-27
01-Jun-27
01-Jul-27
01-Aug-27
01-Sep-27
01-Oct-27
01-Nov-27
01-Dec-27
01-Jan-28
01-Feb-28
01-Mar-28
01-Apr-28
01-May-28
01-Jun-28
01-Jul-28
01-Aug-28
01-Sep-28
01-Oct-28

POWERED BY

Derivative

End Date
01-Oct-25
01-Nov-25
01-Dec-25
01-Jan-26
01-Feb-26
01-Mar-26
01-Apr-26
01-May-26
01-Jun-26
01-Jul-26
01-Aug-26
01-Sep-26
01-Oct-26
01-Nov-26
01-Dec-26
01-Jan-27
01-Feb-27
01-Mar-27
01-Apr-27
01-May-27
01-Jun-27
01-Jul-27
01-Aug-27
01-Sep-27
01-Oct-27
01-Nov-27
01-Dec-27
01-Jan-28
01-Feb-28
01-Mar-28
01-Apr-28
01-May-28
01-Jun-28
01-Jul-28
01-Aug-28
01-Sep-28
01-Oct-28
01-Nov-28

USD Notional Amount

Page 4 of 5

USD Notional Adjustment

$2,120,000.00
$2,112,933.33
$2,105,866.66
$2,098,799.99
$2,091,733.32
$2,084,666.65
$2,077,599.98
$2,070,533.31
$2,063,466.64
$2,056,399.97
$2,049,333.30
$2,042,266.63
$2,035,199.96
$2,028,133.29
$2,021,066.62
$2,013,999.95
$2,006,933.28
$1,999,866.61
$1,992,799.94
$1,985,733.27
$1,978,666.60
$1,971,599.93
$1,964,533.26
$1,957,466.59
$1,950,399.92
$1,943,333.25
$1,936,266.58
$1,929,199.91
$1,922,133.24
$1,915,066.57
$1,907,999.90
$1,900,933.23
$1,893,866.56
$1,886,799.89
$1,879,733.22
$1,872,666.55
$1,865,599.88
$1,858,533.21

(at end of period)

Origin Bank Confirmation Ref No: DP1710513

$7,066.67
$7,066.67
$7,066.67
$7,066.67
$7,066.67
$7,066.67
$7,066.67
$7,066.67
$7,066.67
$7,066.67
$7,066.67
$7,066.67
$7,066.67
$7,066.67
$7,066.67
$7,066.67
$7,066.67
$7,066.67
$7,066.67
$7,066.67
$7,066.67
$7,066.67
$7,066.67
$7,066.67
$7,066.67
$7,066.67
$7,066.67
$7,066.67
$7,066.67
$7,066.67
$7,066.67
$7,066.67
$7,066.67
$7,066.67
$7,066.67
$7,066.67
$7,066.67
$7,066.67
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01-Nov-28
01-Dec-28
01-Jan-29
01-Feb-29
01-Mar-29
01-Apr-29
01-May-29
01-Jun-29
01-Jul-29
01-Aug-29
01-Sep-29
01-Oct-29
01-Nov-29
01-Dec-29
01-Jan-30
01-Feb-30
01-Mar-30
01-Apr-30
01-May-30
01-Jun-30
01-Jul-30
01-Aug-30

POWERED BY

Derivative

01-Dec-28
01-Jan-29
01-Feb-29
01-Mar-29
01-Apr-29
01-May-29
01-Jun-29
01-Jul-29
01-Aug-29
01-Sep-29
01-Oct-29
01-Nov-29
01-Dec-29
01-Jan-30
01-Feb-30
01-Mar-30
01-Apr-30
01-May-30
01-Jun-30
01-Jul-30
01-Aug-30
01-Sep-30

Origin Bank Confirmation Ref No: DP1710513

$1,851,466.54
$1,844,399.87
$1,837,333.20
$1,830,266.53
$1,823,199.86
$1,816,133.19
$1,809,066.52
$1,801,999.85
$1,794,933.18
$1,787,866.51
$1,780,799.84
$1,773,733.17
$1,766,666.50
$1,759,599.83
$1,752,533.16
$1,745,466.49
$1,738,399.82
$1,731,333.15
$1,724,266.48
$1,717,199.81
$1,710,133.14
$1,703,066.47

Page 6 of 6
Page 5 of 5

$7,066.67
$7,066.67
$7,066.67
$7,066.67
$7,066.67
$7,066.67
$7,066.67
$7,066.67
$7,066.67
$7,066.67
$7,066.67
$7,066.67
$7,066.67
$7,066.67
$7,066.67
$7,066.67
$7,066.67
$7,066.67
$7,066.67
$7,066.67
$7,066.67
$1,703,066.47
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< Back CHighIand Park, TX X >

Listed by Alex Perry with ALLIE BETH ALLMAN & ASSOCIATES

Fly around Virtual tour

I

House for sale
$8,990,000
4bed g5bath 6,544 sqft 0.31acre lot

4208 Beverly Dr, Highland Park, TX 75205 View on map ®

Est.$59,609/mo (Get pre-approved)

& Add acommute

Swimming pool Library Game room Den or office Hardwood floors Community security features
0 Single family & 90 days
Property type On Realtor.com
1,374 2 Cars
i ¥
Price per sqft Garage
& 2023
Year built
C Compare my home >

Realtor.com checked: A few minutes ago
Listing last updated: Nov 7, 2025 at 4:18 AM (EST)
Source: NTREIS, MLS #21054376

)] Open houses v

https://www.realtor.com/realestateandhomes-detail/4208-Beverly-Dr_Dallas_ TX 75205 _M87729-59380
As of December 9, 2025


https://www.realtor.com/
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122 Property details A
® Property history N
+$8,990,000 s $86,604
Since last sold in 2019 = 2024 taxes
8 sales & 2 years old
Since 1990 Built in 2023

Price history

Today
Price decreased 8,990,000

Nov 7, 2025 v $ $1,374/sqft
NTREIS -$1,000,000
Price decreased 9,990,000

Oct 2, 2025 $ $1,527/sqft
NTREIS -$1,000,000

Sep 9, 2025 Listad $10,990,000 $1,679/sqft
NTREIS

Aug 9, 2025 Listing removed Not disclosed @ B

172 days after listed NTREIS

Feb 18, 2025 Listed $10,995,000 $1,680/sqft
NTREIS

2019

Feb 19, 2019 Sold Not disclosed @ ~

279 days after listed NTREIS

Show more v

Tax history

Year Taxes Total assessment Land Additions

2024 $86,604 $5,384,010 = $3,865,410 + $1,518,600

2023 $76,280 $4,599,440 = $3,332,250 + $1,267,190

2022 $73,671 $3,924,040 = $2,665,800 + $1,258,240

2021 $49,040 $2,479,990 = $1,799,420 + $680,570

2020 $36,379 $1,799,420 = $1,799,420 + -

Show more v

The price and tax history data displayed is obtained from public records and/or MLS feeds from the local jurisdiction. Contact your REALTOR® directly in order to obtain the most up-to-
date information available.

https://www.realtor.com/realestateandhomes-detail/4208-Beverly-Dr_Dallas_TX_75205_M87729-59380
As of December 9, 2025
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Monthly payment

%2 Home value

© Neighborhood & schools

&, Environmental risk

¥ veterans & military benefits
£®) Veterans

Sponsored by "= {Jpjted

3 Connect with a lender

More about this property

Full name required
Email required
Phone required

|

How can an agent help?

I am interested in 4208 Beverly Dr.

() I've served in the U.S. military ®

C )

By proceeding, you consent to receive calls and texts at the number you provided, including marketing by autodialer and prerecorded and artificial voice, and email, from realtorcom and others about

your inquiry and other home-related matters, but not as a condition of any purchase. More...

https://www.realtor.com/realestateandhomes-detail/4208-Beverly-Dr_Dallas_TX_75205_M87729-59380
As of December 9, 2025


http://pubads.g.doubleclick.net/gampad/clk?id=5334054703&iu=/8058/CLICK
http://pubads.g.doubleclick.net/gampad/clk?id=5334054703&iu=/8058/CLICK
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Listed by Alex Perry

Brokered by ALLIE BETH ALLMAN & ASSOCIATES
(214) 521-7355

Broker location: DALLAS, TX
Data source: NTREIS
Source's

21054376
property ID:

Data source

. ©2025 North Texas Real Estate Information Systems, Inc. All rights reserved.
Copyright:

https://www.realtor.com/realestateandhomes-detail/4208-Beverly-Dr_Dallas_TX_75205_M87729-59380
As of December 9, 2025


https://www.realtor.com/realestateagents/Alex-Perry_Highland-Park_TX_636043
http://www.alliebeth.com/
tel:(214) 521-7355
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OISINICIOIOICE DI

2 Download on the GETITON
@& App Store > Google Play

https://www.realtor.com/realestateandhomes-detail/4208-Beverly-Dr_Dallas_TX_75205_M87729-59380
As of December 9, 2025


https://www.facebook.com/realtor.com
https://twitter.com/REALTORdotcom
https://www.linkedin.com/company/realtor-com/
https://www.instagram.com/realtordotcom/?hl=en
https://www.pinterest.com/realtordotcom/
https://www.youtube.com/user/RealtorDotCom
https://www.houselogic.com/?cid=eo_rl_rcom
https://www.get.realtor/?cid=dis_TLD0427
https://www.realtor.com/about/
https://careers.realtor.com/
https://www.realtor.com/accessibility
https://news.move.com/
https://www.realtor.com/privacy-policy/#your-choices-and-rights
https://www.realtor.com/mediasolutions/
https://support.realtor.com/s/#iid=rdc_hdr_realtors_support
https://www.realtor.com/privacy-policy/
https://www.realtor.com/terms-of-service/
https://www.realtor.com/homemade/
https://techblog.realtor.com/
https://www.realtor.com/marketing/resources/
https://www.realtor.com/sitemap
https://www.realtor.com/ccpa-landing?client=rdc&returl=https%3A%2F%2Fwww.realtor.com%2Fccpa-optout%3Fclient%3Drdc
https://apps.realtor.com/mUAZ/41b73882
https://apps.realtor.com/mUAZ/41b73882
https://www.nar.realtor/?cid=dis-rdotcomlogo
https://www.move.com/
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From: Daniel Chu[/O=EXCHANGELABS/OU=EXCHANGE ADMINISTRATIVE GROUP
(FYDIBOHF23SPDLT)/CN=RECIPIENTS/CN=3E4B1BEB200E4F86B70BC5D47
B10FB1A-DANIEL CHU]

Sent: Tue 9/16/2025 2:24:14 PM (UTC)

To: Tait Johnson[tait@sharpelaw.com]

Cc: Chuck Sharpe[chuck@sharpelaw.com];
aloewinsohn@mckoolsmith.com[aloewinsohn@mckoolsmith.com]

Subject: Re: Sharpe Law Group - Chu Entity Structure

Please use tricolorchu@gmail.com

Daniel Chu
. Founder & CEO | Tricolor Holdings
f.’ tr|C0|Or dchu@tricolor.com | www.tricolor.com
©d ioioines 6021 Connection Drive, 4th Floor

Irving, TX 75039

"ﬂpﬁabgg tricolor GILH
' LY CKY
T, ine

E: 10101

0: 424.290.2200
F: 424.290.2700
M: 214.534.3600

From: Tait Johnson <tait@sharpelaw.com>

Date: Tuesday, September 16, 2025 at 10:18 AM

To: Daniel Chu <dchu@tricolor.com>

Cc: Chuck Sharpe <chuck@sharpelaw.com>, aloewinsohn@mckoolsmith.com
<aloewinsohn@mckoolsmith.com>

Subject: RE: Sharpe Law Group - Chu Entity Structure

You don't often get email from tait@sharpelaw.com. Learn why this is important

0OC
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CAUTION: EXTERNAL SENDER

Do not click links or open attachments unless you trust the sender and know the
content is safe.

Hi Daniel — Please send me a few entity names to check with the state and the name of your
friend in Miami who will serve as Distribution Advisor for the self-settled trusts. Please let us
know if you have any questions.

Best,
Tait

TAIT C. JOHNSON, TBLS-BCP
Board Certified Paralegal - Estate Planning & Probate Law

6688 N. Central Expressway | Suite 450 | Dallas, Texas 75206
Direct: 214.217.0563 | Main: 214.742.6065 | Fax: 214.271.4197
tait@sharpelaw.com | sharpelaw.com

s ROUP

S

THE INFORMATION CONTAINED IN THIS TRANSMISSION IS CONFIDENTIAL AND/OR PROTECTED BY THE ATTORNEY-
CLIENT OR OTHER APPLICABLE PRIVILEGE, UNLESS OTHERWISE INDICATED. IF THE READER OF THIS MESSAGE IS
NOT THE INTENDED RECIPIENT, YOU ARE HEREBY NOTIFIED THAT FURTHER DISSEMINATION OF THIS
TRANSMISSION IS STRICTLY PROHIBITED. ANYONE RECEIVING THIS TRANSMISSION IN ERROR SHOULD
IMMEDIATELY CONTACT US AT 214.742.6065 SO THAT APPROPRIATE ACTION MAY BE TAKEN. THANK YOU FOR
YOUR UNDERSTANDING.

From: Tait Johnson

Sent: Monday, September 15, 2025 3:14 PM

To: 'Daniel Chu' <dchu@tricolor.com>

Cc: Chuck Sharpe <chuck@sharpelaw.com>; 'aloewinsohn@mckoolsmith.com'
<aloewinsohn@mckoolsmith.com>

Subject: Sharpe Law Group - Chu Entity Structure

Daniel,

Attached is a flow chart illustrating the structure of the plan we discussed during our
meeting. It involves the creation of a few trusts and an FLP (discussed below). As a
reminder, you can't transfer S-Corp stock to the FLP, so if any of the properties are owned in
an LLC that is taxed as an S-Corp, please let us know.

Below is the information about a family limited partnership ("FLP”) we discussed. Please let
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us know if you have any questions.

Structure

An FLP, as the name suggests, is a partnership and is made up of two types of partners:
general partners and limited partners. The general partner owns minimal interest, if any, and
is responsible for exclusive management, operation and control of the business and affairs of
the FLP. As the managing partner of the FLP, the general partner is the only partner exposed
to liability. Therefore, itis common to use a protected entity to serve as the general partner
(i.e., an LLC). By utilizing such an entity, clients maintain management of the FLP, but under
the veil and protection of the LLC. The limited partners have few rights to participate in the
regular management of the FLP but maintain the right to receive the pro rata portion of any
distributions made to partners.

Limited Liability Company:

The LLC will act as the general partner of the limited partnership. The general partner is the
partner who controls the partnership and is exposed to the liabilities of the partnership.
Again, it is common to use a protected entity as the general partner rather than an individual
to provide another wall of protection. The information we need to create the LLC is as
follows:

1. Name: Can be anything, but the most common names include the word
“management” somewhere so that it is easy to differentiate the general
partner (the management company) versus the limited partnership (which
actually holds the assets). i.e., Management, LLC.
However, it doesn’t need to contain “management” (though it must
include “LLC"). If you can provide us with 2 or 3 name choices, we can
check for their availability with the State of Texas.

2. Managers: These are the people who control the LLC. Presumably, you
will be the Manager.

3. Members: These are the people who own the LLC. We suggest creating
a gift trust for your younger children to be the member of this LLC.

4. Business Address: What address do you want to use as the business
address for the LLC? The entity will receive some annual information and
forms from the state.

5. Registered Agent and Address: To whom service, mail, etc. is sent
(presumably you). The Registered Address cannot be a P.O. Box. This is
generally the same as the business address.

Family Limited Partnership:
The FLP is the entity that will actually own the investment assets. The information we need
to create the FLP is as follows:
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B

Name: Again, can be anything, but most commonly includes words such
as “investments,” “*holdings,” etc. - i.e., Holdings, Ltd.
But again, the FLP does not need to contain those words (though it must
include “Ltd.” or “"LP” or the like). If you can provide us with 2 or 3 name
choices, we can check for their availability with the State of Texas.

2. Limited Partner(s): Similar to a shareholder of a corporation, these are
the people who own the limited partnership interests in the FLP. Limited
partners have minimal control and have no right to direct distributions or
control management of the FLP assets (as this is controlled by the LLC).
We discussed two self-settled trusts for your and Constance’s benefit will
be the limited partners.

3. Business Address: See above.

4. Registered Agent: see above.

This is an incredibly condensed explanation of the function and structure of an FLP.
However, as you can see, there is actually not a lot of information we need from you to
begin. Please let me know if you have any questions.

Best,
Tait

TAIT C. JOHNSON, TBLS-BCP
Board Certified Paralegal - Estate Planning & Probate Law

6688 N. Central Expressway | Suite 450 | Dallas, Texas 75206
Direct: 214.217.0563 | Main: 214.742.6065 | Fax: 214.271.4197
tait@sharpelaw.com | sharpelaw.com

GROUP

S

THE INFORMATION CONTAINED IN THIS TRANSMISSION IS CONFIDENTIAL AND/OR PROTECTED BY THE ATTORNEY-
CLIENT OR OTHER APPLICABLE PRIVILEGE, UNLESS OTHERWISE INDICATED. IF THE READER OF THIS MESSAGE IS
NOT THE INTENDED RECIPIENT, YOU ARE HEREBY NOTIFIED THAT FURTHER DISSEMINATION OF THIS
TRANSMISSION IS STRICTLY PROHIBITED. ANYONE RECEIVING THIS TRANSMISSION IN ERROR SHOULD
IMMEDIATELY CONTACT US AT 214.742.6065 SO THAT APPROPRIATE ACTION MAY BE TAKEN. THANK YOU FOR
YOUR UNDERSTANDING.
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From: Daniel Chu[/O=EXCHANGELABS/OU=EXCHANGE ADMINISTRATIVE GROUP
(FYDIBOHF23SPDLT)/CN=RECIPIENTS/CN=3E4B1BEB200E4F86B70BC5D47
B10FB1A-DANIEL CHU]

Sent: Wed 9/17/2025 8:35:46 AM (UTC)
To: tricolorchu@gmail.com|tricolorchu@gmail.com]
Subject: Florida Homestead Law Guide - Alper Law

https://www.alperlaw.com/florida-asset-protection/florida-homestead-law/

Daniel Chu
Founder & CEO | Tricolor Holdings

: : ICO | Or dchu@tricolor.com | www.tricolor.com

E SO SR 6021 Connection Drive, 4th Floor
Irving, TX 75039
Upward  tricolor EIZH

{ LvCKY
PE S T Es

E: 10101

0: 424.290.2200
F: 424.290.2700
M: 214.534.3600

All information and attachments included in this email are confidential and intended for the original recipient only. You must not
share any part of this message with any third party. If you have received this message by mistake, please let us know immediately,
so that we can make sure such a mistake does not happen again, and delete this message from your system.

0cC
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From: Daniel Chu[/O=EXCHANGELABS/OU=EXCHANGE ADMINISTRATIVE GROUP
(FYDIBOHF23SPDLT)/CN=RECIPIENTS/CN=3E4B1BEB200E4F86B70BC5D47
B10FB1A-DANIEL CHU]

Sent: Wed 9/24/2025 4:21:31 PM (UTC)

To: Daniel Chultricolorchu@gmail.com]

Subject: FW: White Elephant/Chu - termination matter

Attachment: 06. Purchase Agreement Termination Agreement - White Elephant - Unit 3 (HH

9.24.25)(35785050.5).docx

Daniel Chu
. Founder & CEO | Tricolor Holdings
f., tr|C0|0r dchu@tricolor.com | www.tricolor.com
©d oioinas 6021 Connection Drive, 4th Floor

Irving, TX 75039
‘Upward  tricolor EIZH

@ Lvw CKY
LANE
E: 10101
0: 424.290.2200
F: 424.290.2700
M: 214.534.3600

All information and attachments included in this email are confidential and intended for the original recipient only. You must not
share any part of this message with any third party. If you have received this message by mistake, please let us know immediately,
so that we can make sure such a mistake does not happen again, and delete this message from your system.

From: Chris LaCroix <clacroix@garfieldhecht.com>
Date: Wednesday, September 24, 2025 at 12:13 PM
To: Daniel Chu <dchu@tricolor.com>

Subject: FW: White Elephant/Chu - termination matter

CAUTION: EXTERNAL SENDER

Do not click links or open attachments unless you trust the sender and know the
content is safe.

0OC
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Just arrived. | will review shortly

From: Justin Nyberg <JJINyberg@hollandhart.com>

Sent: Wednesday, September 24, 2025 9:58 AM

To: Chris LaCroix <clacroix@garfieldhecht.com>

Cc: Sullivan, Timothy <TSullivan@GOULSTONSTORRS.com>
Subject: RE: White Elephant/Chu - termination matter

Hi Chris,

| have attached a copy of the termination agreement for your review. Please let me know if
you have any comments. Otherwise, we will circulate for signature.

Thanks,

Justin Nyberg

| T: (970) 429-3862 | M: (970) 987-2901

CONFIDENTIALITY NOTICE: This message is confidential and may be privileged. If you believe that this email has been sent to you in error, please reply to
the sender that you received the message in error; then please delete this email.

From: Chris LaCroix <clacroix@garfieldhecht.com>

Sent: Tuesday, September 23, 2025 11:17 AM

To: Justin Nyberg <JJNyberg@hollandhart.com>

Cc: Sullivan, Timothy <TSullivan@GOULSTONSTORRS.com>
Subject: RE: White Elephant/Chu - termination matter

External Email

Justin — Daniel accepts the revised proposal. Daniel and | appreciate your client’s willingness
to cooperate on this. Please write it up. Thanks,

Chris LaCroix

Shareholder

Garfield & Hecht, P.C.

Aspen | Avon | Carbondale | Denver | Glenwood Springs| Telluride

625 East Hyman Avenue, Suite 201
Aspen, Colorado 81611

Phone: (970) 925-1936 x204
Direct: (970) 920-5804

Cell: (970) 379-0474
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Facsimile: (970) 925-3008
Email: clacroix@garfieldhecht.com
Webpage: www.garfieldhecht.com

From: Chris LaCroix

Sent: Tuesday, September 23, 2025 10:48 AM

To: 'Justin Nyberg' <JINyberg@hollandhart.com>

Cc: Sullivan, Timothy <TSullivan@GOULSTONSTORRS.com>
Subject: RE: White Elephant/Chu - termination matter

Justin — Thanks for the follow up. | did not receive the email you sent earlier until just now. It
arrived 3 minutes after the email below. | will communicate with Daniel and get back to you.

Chris LaCroix

Shareholder

Garfield & Hecht, P.C.

Aspen | Avon | Carbondale | Denver | Glenwood Springs| Telluride

625 East Hyman Avenue, Suite 201
Aspen, Colorado 81611

Phone: (970) 925-1936 x204
Direct: (970) 920-5804

Cell: (970) 379-0474

Facsimile: (970) 925-3008

Email: clacroix@garfieldhecht.com
Webpage: www.garfieldhecht.com

From: Justin Nyberg <JINyberg@hollandhart.com>

Sent: Tuesday, September 23, 2025 10:34 AM

To: Chris LaCroix <clacroix@garfieldhecht.com>

Cc: Sullivan, Timothy <TSullivan@GOULSTONSTORRS.com>
Subject: FW: White Elephant/Chu - termination matter

Chris,

In an abundance of caution, I'm reforwarding my email below in case the 20MB PSA
attachment caused email delivery issues. We look forward to your response today.

Justin Nyberg
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| T: (970) 429-3862 | M: (970) 987-2901

CONFIDENTIALITY NOTICE: This message is confidential and may be privileged. If you believe that this email has been sent to you in error, please reply to
the sender that you received the message in error; then please delete this email.

From: Justin Nyberg

Sent: Tuesday, September 23, 2025 7:28 AM

To: Chris LaCroix <clacroix@garfieldhecht.com>

Cc: Timothy Sullivan <TSullivan@GOULSTONSTORRS.com>
Subject: White Elephant/Chu - termination matter

Hi Chris,

Assuming all of the furnishing, fixtures, drapery, equipment that Daniel ordered stays with the
property, and assuming we can get an agreement from him today, White Elephant is willing to
allow Daniel to terminate and retain all but $1.75M of the earnest money deposit in order to
put this to bed.

Please let us know your client’s position by the end of the day.

To the extent it is helpful, the non-assignment, no-flip language | mentioned during
yesterday’s call is found in Section 18 of the PSA and Section 11.7.10 of the form of
declaration (pdf page 129).

I'll be reachable by cell today. Feel free to call with any questions.

Thanks,

Justin Nyberg
//
Holland

HOLLAND & HART LLP
& Hart

600 E Main Street, Suite 104,
Aspen, CO 81611

T: (970) 429-3862 |
M: (970) 987-2901

CONFIDENTIALITY NOTICE: This message is confidential and may be privileged. If you believe that this email has been sent to you in error, please reply to
the sender that you received the message in error; then please delete this email.
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TERMINATION AND RELEASE AGREEMENT

THIS TERMINATION AND RELEASE AGREEMENT (this “Agreement”) made as of
September 24, 2025 (the “Effective Date”), is made and entered into by and between WHITE
ELEPHANT ASPEN RESIDENCES INC., a Delaware corporation (“Seller””), and DANIEL
CHU, an individual (“Buyer”).

RECITALS

A. Buyer and Seller are parties to that Purchase and Sale Agreement for White
Elephant Aspen Chalets Unit No. 3 and Joint Escrow Instructions dated February 18, 2025, as
amended from time to time (together, the “Purchase Agreement”), for the purchase of an
airspace condominium unit (the “Unit”) within the project known as “White Elephant Aspen
Chalets” which is a residential condominium development being constructed by Seller within the
City of Aspen, Colorado.

B. Buyer’s Termination Deadline, as defined in the second paragraph of the
Purchase Agreement, expired on March 13, 2025.

C. Seller and Buyer have now agreed to terminate the Purchase Agreement based on
the terms and conditions set forth below.

AGREEMENT

NOW THEREFORE, in consideration of the mutual agreements herein contained, and
other good and valuable consideration, the receipt and sufficiency of which is hereby
acknowledged, the parties do hereby agree as follows:

1. Defined Terms. All capitalized terms used but not defined in this Agreement
will have the meanings set forth for such terms in the Purchase Agreement.

2. Termination of Purchase Agreement. As of the Effective Date (the
“Termination Date”): (a) the Purchase Agreement is hereby terminated; and (b) Buyer and
Seller shall have no further rights or obligations under the Purchase Agreement, except those that
expressly survive expiration or early termination of the Purchase Agreement or as otherwise
expressly provided in this Agreement.

3. Earnest Money Release. Notwithstanding anything to the contrary in the
Purchase Agreement, Seller shall be entitled to retain One Million Seven Hundred Fifty
Thousand Dollars ($1,750,000) of the Earnest Money Deposit plus the amount of any interest
that has accrued on the Earnest Money Deposit (such sum being the “Retained Amount”) being
held by the Title Company in escrow pursuant to the terms of the Purchase Agreement. The
parties hereby direct the Title Company to pay the Retained Amount to Seller pursuant to the
terms of this Agreement. Following payment of the Retained Amount to Seller, the parties direct
the Title Company to return the remaining amount of the Earnest Money Deposit to Buyer.

4. Surrender. Buyer acquired certain furniture, furnishings, fixtures, and
equipment ordered for, located on, installed in, or used in connection with the Unit (the
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“FF&E”). Buyer agrees to surrender all of the FF&E and the FF&E shall be the property of
Seller. On the Effective Date, Buyer will execute a bill of sale in the form attached hereto as
Exhibit A conveying the FF&E to Seller. To the extent not already within Seller’s possession,
Buyer will take any and all actions necessary to deliver possession of the FF&E to Seller.

5. Mutual Releases. As of the Termination Date, Seller, on the one hand, and
Buyer, on the other hand, both hereby release, remise and forever discharge each other and each
other’s respective owners, members, managers, shareholders, officers, directors, employees,
agents, partners, limited partners, attorneys, successors and assigns of and from any and all
claims, actions, causes of action in law or in equity, demands, rights, defenses, liabilities and
damages, whether as of this date known or unknown, asserted or unasserted, of whatsoever kind
or character (collectively, “Claims”), which Seller, on the one hand, and Buyer, on the other
hand, now have or may claim to have in the future, arising from or based in whole or in part
upon any act, omission, event, transaction, matter or thing involved, alleged or referred to, or
arising directly or indirectly from or in connection with the Purchase Agreement. The release set
forth in this Section 5 shall not release any Claims arising solely from actions or omissions
occurring after the Termination Date relating to Seller’s and Buyer’s respective obligations
under this Agreement.

6. Representations and Warranties.
(a) Buyer. Buyer hereby represents and warrants to Seller as follows:
(1) Buyer is fully authorized and empowered to enter into this

Agreement which, upon execution by all parties hereto, shall be binding and
enforceable upon Buyer in accordance with the terms of this Agreement.

(i1) No consent, approval, authorization or other order of, or
registration, declaration or filing with, any governmental authority or third party
is required by or with respect to Buyer in connection with the execution, delivery
and performance of this Agreement. The execution of this Agreement will not
violate any law, rule, regulation, judgment, order, permit, writ, injunction or
decree of any court, commission, bureau or agency to which Buyer is subject or
by which it or any of Buyer’s property is bound, or constitute a breach or default
under any agreement or other obligation to which Buyer is a party or Buyer or
Buyer’s property is otherwise bound.

(ii1))  Buyer has not assigned or otherwise conveyed any of Buyer’ right,
title or interest in, under or to the Purchase Agreement or the Unit.

(b) Seller. Seller hereby represents and warrants to Buyer as follows:

(1) Seller is fully authorized and empowered to enter into this
Agreement which, upon execution by all parties hereto, shall be binding and
enforceable upon Seller in accordance with the terms of this Agreement.

(i)  No consent, approval, authorization or other order of, or
registration, declaration or filing with, any governmental authority or third party

2
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is required by or with respect to Seller in connection with the execution, delivery
and performance of this Agreement. The execution of this Agreement will not
violate any law, rule, regulation, judgment, order, permit, writ, injunction or
decree of any court, commission, bureau or agency to which Seller is subject or
by which it or any of Seller’s property is bound, or constitute a breach or default
under any agreement or other obligation to which Seller is a party or Seller or
Seller’s property is otherwise bound.

7. Governing Law. This Agreement shall be construed and enforced in accordance
with the laws of the State of Colorado.

8. Interpretation. The parties acknowledge that each party and its counsel have
reviewed and revised this Agreement and that the normal rule of construction to the effect that
any ambiguities are to be resolved against the drafting party shall not be employed in the
interpretation of this Agreement or any exhibits or amendments hereto.

9. Severability. If any provision hereof is, for any reason and to any extent, invalid
or unenforceable, then neither this Agreement, nor the application of the provision to other
persons, entities or circumstances, nor any other document referred to herein, shall be affected
thereby, but instead shall be enforceable to the maximum extent permitted by law.

10.  Headings. The paragraph headings which appear in some of the sections of this
Agreement are for purposes of convenience and reference and are not in any sense to be
construed as modifying the sections in which they appear.

11. Successors and Assigns. This Agreement shall be binding upon and inure to the
benefit of the parties and their respective heirs, personal representatives, successors and assigns.
If any party fails to perform any or all of its obligations under this Agreement, this Agreement
will nonetheless remain binding.

12.  Attorneys’ Fees. If litigation is commenced on the basis of a cause of action
arising under or related to this Agreement, then the prevailing party or parties in such litigation,
as specifically determined by the dispute-resolution authority, will be awarded its attorneys' fees
and other costs and expenses actually incurred in connection with such litigation.

13. Execution. This Agreement may be executed in one or more counterparts and all
such counterparts, when taken together, will constitute a single instrument. Facsimiles of
executed copies of this Agreement may be delivered by telecopy, email, DocuSign or other
electronic means, and such delivery of facsimile copies will be as binding on the delivering party
as actual delivery of originals.

[Signatures appear on next page]
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IN WITNESS WHEREOF, the parties hereto have executed this Agreement to be
effective as of the Effective Date.

SELLER:

WHITE ELEPHANT ASPEN RESIDENCES INC.,
a Delaware corporation

By:
Name: Douglass E. Karp
Title: President

BUYER:

DANIEL CHU, an individual

Signature Page to Termination and Release Agreement
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Exhibit A

Bill of Sale

DANIEL CHU, an individual (“Buyer”), for good and valuable considerations, receipt
and sufficiency of which are hereby acknowledged, does hereby convey, sell, assign, transfer
and set over to WHITE ELEPHANT ASPEN RESIDENCES INC., a Delaware corporation (
“Seller”), all of its right, title and interest, if any, in and to the FF&E located on and used in
connection with the Unit.

Capitalized terms used herein shall have the meanings given to them in that certain
Termination and Release Agreement by and between Buyer and Seller of even date herewith.

IN WITNESS WHEREOF, Buyer has caused this Bill of Sale to be signed this 24th day
of September, 2025.

BUYER:

By:

DANIEL CHU, an individual
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October 8, 2025
VIA EMAIL

Claims Department

Travelers Bond & Specialty Insurance Claim
Policy No. 106848518

P.O. Box 2989

Hartford, CT 06104-2989
BSIclaims@travelers.com

CNA Insurance

Policy No. 794111969

P.O. Box 8317

Chicago, IL 60680-8317
SpecialtyProNewLoss@cna.com

Old Republic Professional Liability, Inc.
Policy No. ORPRO 13 103527
Attention: Claims Department

191 North Wacker Drive, Suite 1000
Chicago, Illinois 60606
ClaimNotice@oldrepublicpro.com

Re:  Notice of Circumstances
Tricolor Holdings, LLC, et al., Case No. 25-33487

Dear Insurer:

I am the duly appointed Chapter 7 Trustee (the “Trustee”) in the bankruptcy cases of Tricolor
Holdings, LLC, et al. pending in the United States Bankruptcy Court for the Northern District of
Texas (Case No. 25-33487 (MVL)). In accordance with the notice and reporting provisions of the
above-captioned policies, and any and all other applicable provisions and coverage parts, I provide
notice of potential Claims' which could give rise to future Claims as follows.?

On September 10, 2025, Tricolor Holdings, LLC and certain of its affiliates (collectively,
“Tricolor”) filed for bankruptcy under chapter 7 of title 11 of the United States Code, listing
between $1 billion and $10 billion in both assets and liabilities and naming over 25,000 creditors.
The timing of the bankruptcy filing closely followed a disclosure by Fifth Third Bank that it had
unearthed alleged fraudulent activity tied to a $200 million asset-backed loan to Tricolor, and that
Fifth Third Bank would write down the bulk of its $200 million loan.

! Capitalized terms not defined in this letter are used as defined in the Travelers Primary Policy.
2 This notice letter incorporates by reference the substance of all of Tricolor’s and any other Insureds’ notifications
and enclosures that have been or may be submitted to the Insurers in connection with the matters referenced herein.
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The U.S. Department of Justice has issued subpoenas to Tricolor and Alvarez & Marsal in
connection with an official criminal investigation of a suspected felony. The subpoenas indicate
that the United States Attorney’s Office for the Southern District of New York is investigating
possible securities fraud, among other things.

We also understand that Tricolor received a document preservation notice from the United States
Securities and Exchange Commission issued in connection with a formal investigation.

The above inquiries call for Tricolor to produce documents relating to, among other things, all of
Tricolor’s lending facilities and/or warehousing arrangements, any securitizations of any auto
loans originated by Tricolor, and all offerings and/or sales of equity in Tricolor.

The current government investigations of Tricolor—and particularly its former directors and
officers, as described above—as well as recent public disclosures, media reports, and legal filings
indicate various bases for potential Claims that the Trustee could bring against certain directors
and officers. Additionally, Claims could materialize from the following circumstances:

e Fraudulent conduct in connection with warehouse lending arrangements.

e Alleged double pledging of collateral and misrepresentations to lenders, including Fifth
Third Bank, JP Morgan Chase, and Barclays. The double pledged loan receivables were
sold to trusts that serve as collateral for certain lenders and warehouse facilities.

e Irregularities in financial reporting, internal controls, and asset management.

e Review by Tricolor’s warehouse facility lenders and securitization counterparties of the
collateral pledged by Tricolor in connection with lending facilities and securitizations.

e Potential losses in the value of the asset-backed securities issued in connection with
Tricolor’s auto loans.

e Potential violations of fiduciary duties owed to creditors, shareholders, or other
stakeholders.

e Operational failures resulting from the loss or mismanagement of customer vehicles, loans,
and records.

e Board-level failure to detect, disclose or mitigate material misstatements or
misrepresentations in Tricolor’s operations and funding structures.

e Tricolor’s bankruptcy proceedings, including adversary proceedings and/or avoidance
actions. The Wrongful Acts of any directors and officers uncovered as part of the ongoing
government investigations may give rise to Claims that may be brought by the Trustee for
the benefit of Tricolor’s bankruptcy estates.
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Theories of liability the Trustee may bring against Tricolor’s directors and officers may include,
but are not limited to, fraud, embezzlement, fraudulent transfer, control person liability, negligence
or gross negligence, gross mismanagement or corporate waste, unlawful dividend, violation of
applicable state corporate governance statutes, and breach of fiduciary duty, among others.

The Trustee hereby provides notice for such potential suits and other claims that may arise in the
future relating in whole or in part to the above-referenced circumstances. Directors and officers
who could be named in potential suits or other claims include, but are not limited to: Daniel Chu
(Chief Executive Officer and Chairman), Jerry Kollar (Chief Financial Officer), David Goodgame
(Chief Operating Officer), Katie Kollar (Vice President of Compliance), Reed Crow (Vice
President of Accounting), Andy Mata (Senior Vice President of Loan Servicing), Alex Velasquez
(Vice President of Credit Operations), Nick Pizzola (Former Vice President of Finance), Nitin
Dahiya (Director, Blackrock), Derrick Weatherspoon (Director, Blackrock), Christian Donahue
(Director, Blackrock), Dick Anderson (Director, Unitholder), Kathryn Petralia (Director,
Independent), and Stan Erwin (Director, Unitholder).

Kindly acknowledge your receipt of this first notice. Please provide a claim number along with the
contact information of the claims professional assigned to handle this matter.

Please do not hesitate to contact us with any questions or comments that you may have. We look
forward to working with you toward a satisfactory resolution.

Since%
i (il W?Ll W
Anne Elizabeth Béfns

Cc: Mac Olson (Mac_Olson@ajg.com)




