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PART 1
ITEM 1. BUSINESS
General

Cash America International, Inc. (the “Company”) provides pawn loans, short-term cash advances,
check cashing services and other specialty financial services to individuals. The Company also sells
merchandise in its pawnshops, primarily personal property that has been forfeited in connection with its
pawn lending operations.

The Company was incorporated in 1984 to engage in the business of owning and operating
pawnshops. Since its formation, the Company has significantly broadened the scale and geographic scope
of its operations and expanded its financial services offerings so that, as of December 31, 2006, it was the
nation’s largest provider of pawn loans and, it believes, is the largest operator of pawnshops in the world.
As of that date, the Company provided its specialty financial services through 918 locations, including 487
pawnshops in 22 states (including 12 pawnshops that are franchises), 295 stand-alone cash advance
locations and 136 check cashing locations, and via the internet.

Most of the Company’s pawnshops operate under the “Cash America” trade name; 42 pawnshops
(located in Arizona, California, Nevada and Washington) operate under the “SuperPawn” trade name.

The Company offers unsecured cash advances to individuals through most of its pawnshops, in 91
standalone Cash America Payday Advance locations, in 204 locations operated by its wholly-owned
subsidiary Cashland Financial Services, Inc. under the “Cashland” trade name, and, since September 2006,
over the internet under the trade name “CashNetUSA” at www.cashnetusa.com.

The Company, through its wholly-owned subsidiary Mr. Payroll corporation (“Mr. Payroll”), offers
check cashing services through 131 franchised and 5 company-owned check cashing centers. Many of the
Company’s pawn and cash advance locations also offer check cashing services and other retail financial
services such as stored value cards, money orders and money transfers.

Since its inception, the Company has grown by acquiring existing pawnshops and establishing new
ones in locations that can benefit from its centralized management and standardized operations. Since 2003,
the Company has pursued a similar strategy for acquiring and establishing cash advance locations. With
both pawnshops and cash advance locations, the Company seeks to increase its share of the consumer loan
business and concentrate multiple lending locations in regional and local markets in order to expand market
penetration, enhance name recognition and reinforce marketing programs. The Company intends to continue
this strategy for acquiring and establishing new lending locations, and intends to offer new products and
services at its physical lending locations in order to meet the growing financial services needs of its
customers. With its acquisition of CashNetUSA in September 2006, the Company is also actively exploring
strategies to increase and enhance its online presence, with the goal of becoming the premier online cash
advance provider. The Company also intends to offer new products and services that complement its
specialty financial services and to meet the growing financial services needs of its customers both at its
physical lending locations and online.

Recent Developments. On September 15, 2006, the Company, through its wholly-owned subsidiary
Cash America Net Holdings, LLC, purchased substantially all of the assets of The Check Giant, LLC
(“TCG”), which offered short-term cash advances over the internet under the name “CashNetUSA”. The
Company paid an initial purchase price of approximately $35.9 million in cash and transaction costs of
approximately $2.9 million, and agreed to pay up to five supplemental earn-out payments during the two
year period after the closing. The amount of each supplemental payment will be based on a multiple of
earnings attributable to CashNetUSA’s business for the twelve months preceding the date of determining
each scheduled supplemental payment, as described more fully in the asset purchase agreement, and will be
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reduced by amounts previously paid. The supplemental payments are to be paid in cash within 45 days of
the measurement date; the Company may, however, at its option pay up to 25% of each supplemental
payment in shares of its common stock based on an average share price value as of the measurement date.
Substantially all of these supplemental payments will be accounted for as goodwill. The first supplemental
payment of approximately $33.8 million, which was paid in cash in February 2007, was determined as of
December 31, 2006 and reflects adjustments for amounts previously paid. The operating results of
CashNetUSA have been included in the Company’s consolidated financial statements from the date of
acquisition.

The Company added 21 pawnshops and closed two during 2006. The Company also added 12 cash
advance locations and closed three. In addition to its owned pawnshops, the Company offers and sells
franchises to third parties for their independent ownership and operation of “Cash America” or
“SuperPawn” pawnshops. The Company added four franchised locations in 2006. As of December 31,
2006, there were 12 franchised pawnshop locations in operation.

On September 7, 2004, the Company sold its pawn lending operations in the United Kingdom and
Sweden (the “foreign pawn lending operations™) in order to dedicate its strategic efforts and resources on
the growth opportunities of pawn lending and cash advance activities in the United States. As a result of
this sale, all discussions and financial information below have excluded the effect of the Company’s foreign
pawn lending operations, as they have been classified as discontinued operations.

The Company’s principal executive offices are located at 1600 West 7™ Street, Fort Worth, Texas
76102-2599, and its telephone number is (817) 335-1100. As used in this report, the term “Company”
includes Cash America International, Inc. and its subsidiaries.

Access to Reports. Through its home page at www.cashamerica.com, the Company provides free
access to its Annual Report on Form 10-K, Quarterly Reports on Form 10-Q, Current Reports on Form 8-K,
and all amendments to those reports filed or furnished pursuant to Sections 13(a) and 15(d) of the Securities
Exchange Act of 1934 as soon as reasonably practicable after such reports are electronically filed with or
furnished to the Securities and Exchange Commission (the “SEC”).

These reports may also be read and copied at the SEC’s Public Reference Room at 100 F Street,
NE, Washington, D.C. 20549, or at the SEC website at www.sec.gov. Information on the operation of the
Public Reference Room may be obtained by calling the SEC at 1-800-SEC-0330.

Pawn Lending and Merchandise Disposition Activities

Pawnshops are convenient sources of consumer loans. They also sell previously-owned
merchandise acquired from customers who do not redeem their pawned goods or purchased directly from
customers. A pawnshop may also sell items purchased from third party vendors.

Lending. When receiving a pawn loan from the Company, a customer pledges personal property to
the Company as security for the loan. The Company delivers a pawn transaction agreement, commonly
referred to as a pawn ticket, to the customer, along with the proceeds of the loan. If the customer does not
repay the loan or redeem the property, the customer forfeits the property to the Company, and the Company
sells the property.

The Company relies on the disposition of pawned property to recover the principal amount of the
loan, plus a yield on the investment. It does not have recourse against the customer for the loan. As a
result, the customer’s creditworthiness is not a factor in the loan decision, and a decision not to redeem
pawned property does not affect the customer’s personal credit status. Goods pledged to secure pawn loans
are generally tangible personal property such as jewelry, tools, televisions and stereos, musical instruments,
firearms, and other miscellaneous items. (Pawn transactions can also take the form of a “buy-sell



agreement” involving the actual sale of the property with an option to repurchase it. Pledge and buy-sell
transactions are referred to throughout this report as “pawn loans.”)

The Company contracts for a finance and service charge to compensate it for the use of the funds
loaned. The finance and service charge is typically calculated as a percentage of the pawn loan amount
based on the size and duration of the transaction, in a manner similar to which interest is charged on a bank
loan, and generally ranges from 12% to 300% annually, as permitted by applicable state pawnshop laws.
These finance and service charges contributed approximately 21.6% of the Company’s total revenue in
2006, 23.5% in 2005 and 23.6% in 2004.

The pawn ticket sets forth, among other items: the name and address of the pawnshop and the
customer; the customer’s identification number from his or her driver’s license or other approved
identification; the loan date; the identification and description of the pledged goods, including applicable
serial numbers; the amount financed; the finance and service charge; the maturity date; the total amount that
must be paid to redeem the pledged goods on the maturity date; and the annual percentage rate.

The Company sets the amount of a pawn loan generally as a percentage of the pledged personal
property’s estimated disposition value. The Company relies on many sources to determine the estimated
disposition value, including its proprietary automated product valuation system, catalogs, “blue books”,
newspapers, internet research and its (or its employees’) experience in disposing of similar items of
merchandise in particular pawnshops. The Company does not use a standard or mandated percentage of
estimated disposition value in determining the loan amount. Instead, its employees may set the percentage
for a particular item and determine whether the item’s disposition, if it is forfeited to the pawnshop, would
yield a profit margin consistent with the Company’s historical experience with similar items. The Company
holds the pledged property through the term of the loan, which generally is one month with an automatic
thirty to sixty-day redemption period (see “Regulation” for exceptions in certain states), unless earlier
repaid, renewed or extended. A majority of the Company’s pawn loans are either paid in full with accrued
finance and service charges or are renewed or extended by the customer’s payment of accrued finance and
service charges. If a customer does not repay, renew or extend his loan, the unredeemed collateral is
forfeited to the Company and becomes merchandise available for disposition through the Company’s
pawnshops, wholesale sources, internet sales or through a major gold bullion bank. The Company does not
record pawn loan losses or charge-offs because the amount advanced becomes the carrying cost of the
forfeited collateral that is to be recovered through the merchandise disposition function described below.

The recovery of the amount advanced and the realization of a profit on the disposition of
merchandise depends on the Company’s initial assessment of the property’s estimated disposition value
when the pawn loan is made. While the Company has historically realized profits when disposing of
merchandise, the improper assessment of the disposition value could result in the disposition of the
merchandise for an amount less than the loan amount. For 2006, 2005 and 2004, the Company experienced
profit margins on disposition of merchandise of 38.9%, 39.0% and 38.5%, respectively. Changes in gold
prices generally will also increase or decrease the disposition value of jewelry items acquired in pawn
transactions and could enhance or adversely affect the Company’s profit or recovery of the carrying cost of
the acquired collateral.

At December 31, 2006, the Company had approximately 1.2 million outstanding pawn loans
totaling $127.4 million, with an average balance of approximately $107 per loan.



Presented below is information with respect to pawn loans made, acquired, and forfeited for the
pawn lending operations for the years ended December 31, 2006, 2005 and 2004 ($ in thousands):

2006 2005 2004
Loans made, including loans renewed....................... $ 474,046 $ 438,955 $ 336,021
Loans acquired.........cceccveeveerieerieenieenierresre e eveennens 4,365 3,631 26,781
Loans repaid........ccceeeeveiiiieiiieiieeeeeeee e (210,177) (202,015) (157,624)
Loans renewed ........c.ceevvveeiieeciieeriie e (78,942) (77,878) (46,008)
Loans forfeited for disposition..........c.cccceeeveeveereennen. (177,188) (156,766) (130,971)
Net increase in pawn loans outstanding ................ $ 12,104 $ 5927 § 28,199

Merchandise Disposition Activities. The Company sells merchandise that has been forfeited to the
Company when a pawn loan is not repaid. It sells merchandise principally at its pawnshops, but also
disposes of some items through wholesale sources, over the internet, or, in the case of some gold jewelry,
through a major gold bullion bank. The Company also sells in its pawnshops used goods purchased from
the general public and some new merchandise, principally accessory merchandise that complements and
enhances the marketability of items such as tools, consumer electronics and jewelry. For the year ended
December 31, 2006, $219.3 million of merchandise was added to merchandise held for disposition, of which
$177.2 million was from loans not repaid, $39.2 million was purchased from customers and vendors, and
$2.9 million was added through acquisitions of pawnshops. Proceeds from disposition of merchandise
contributed 48.4% of the Company’s total revenue in 2006, 50.7% in 2005 and 53.3% in 2004.

While the Company offers refunds and exchanges for certain merchandise items, it generally does
not provide its customers with warranties on used merchandise. Customers may purchase merchandise on a
layaway plan under which the customer makes an initial cash deposit representing a small portion of the
disposition price and pays the balance in regularly scheduled, non-interest bearing payments. The Company
segregates the layaway item and holds it until the customer has paid the full disposition price. If the
customer fails to make a required payment, the item is placed with the other merchandise held for
disposition. At December 31, 2006, the Company held approximately $7.5 million in customer layaway
deposits.

The Company provides an allowance for valuation and shrinkage of its merchandise. The amount
of this allowance is based on management’s evaluation of factors such as historical shrinkage and the
quantity and age of merchandise on hand. At December 31, 2006, total pawn operations merchandise on
hand was $87.1 million, after deducting an allowance for valuation and shrinkage of merchandise of $1.9
million.

Cash Advance Activities

The Company’s cash advance products are generally offered as single payment cash advance loans.
These loans generally have a loan term of 7 to 45 days and are generally payable on the customer’s next
payday. The Company originates cash advances in some of its locations and arranges for customers to
obtain cash advances from independent non-bank third-party lenders in others. In addition, with the
acquisition of CashNetUSA, the Company offers cash advances over the internet.

In a cash advance transaction, a customer executes a promissory note or other repayment agreement
typically supported by that customer’s personal check or authorization to debit the customer’s checking
account via an Automated Clearing House (“ACH”) transaction. Customers may repay the amount due
from the cash advance either with cash, by allowing their check to be presented for collection, or by
allowing their checking account to be debited via an ACH transaction. Collection activities are an important
aspect of the cash advance product offering due to the high incidence of unpaid balances beyond stated
terms. The Company operates centralized collection centers to coordinate a consistent approach to customer
service and collections.



The Company offers cash advances in which it lends its own funds and cash advances originated by
independent non-bank third-party lenders under a program introduced on July 1, 2005 under which the
Company acts as a credit services organization on behalf of consumers in accordance with applicable state
laws (the “CSO program”). Credit services that the Company provides to its customers under the CSO
program include arranging loans with independent third-party lenders, assisting in the preparation of loan
applications and loan documents, and accepting loan payments at the location where the loans were
arranged. If a customer obtains a loan through the CSO program, the Company also, as part of the credit
services it provides to the customer, guarantees, on behalf of the customer, the customer’s payment
obligations to the third-party lender under the loan. A customer who obtains a loan through the CSO
program pays the Company a fee for the credit services, including the guaranty, and enters into a contract
with the Company governing the credit services arrangement. Losses on cash advances acquired by the
Company as a result of its guaranty obligations are the responsibility of the Company.

The Company offers short-term unsecured cash advances in most of its pawnshops, in standalone
Cash America Payday Advance and Cashland locations, and, since its acquisition of CashNetUSA in
September 2006, over the internet. As of December 31, 2006, a cash advance product was available in 425
pawnshop locations and 295 stand-alone cash advance locations, and CashNetUSA had cash advances
outstanding in 29 states. Cash advance products offered under the CSO program were available at 314
locations and through the CashNetUSA website. Although cash advance transactions may take the form of
loans or deferred check deposit transactions, this report refers to cash advances originated both by the
Company and by third-party lenders under the CSO program as “cash advances” for convenience. Cash
advance fees earned by the Company contributed approximately 28.1% of the Company’s total revenue in
2006, 23.9% in 2005 and 21.1% in 2004.

The Company initiated the CSO program in Texas, Michigan and Florida in response to revisions
made by the Federal Deposit Insurance Corporation (“FDIC”) to its guidelines under which financial
institutions under the FDIC’s supervision could offer cash advance programs that significantly limited the
ability of the third party banks to offer cash advance products. During the initial period of the CSO program,
the Company offered bank-originated cash advance products (the “Bank products”) and the CSO program.
The Company elected to discontinue offering Bank products to its Michigan consumers in July 2005 and to
its Texas, Florida and North Carolina customers in January 2006. The Company discontinued the CSO
program in Michigan in February 2007 and now offers only cash advances underwritten by the Company to
customers in that state.

During the third quarter of 2005, the Company ceased offering single payment cash advances
originated by third-party banks in California and began offering Company-originated cash advances under
applicable state law. As an additional service alternative to its customers, during the fourth quarter of 2005
the Company introduced third-party commercial bank originated multi-payment installment cash advances
in California and Georgia. The Company discontinued offering single and multi-payment Bank products in
Georgia during the second quarter of 2006 and discontinued offering the multi-payment Bank product in
California during July 2006 due principally to its third-party commercial banks’ response to concerns that
the FDIC raised to FDIC-supervised banks in late February 2006 regarding the FDIC’s perception of risks
associated with FDIC supervised banks’ origination of certain cash advance products with the assistance of
third-party marketers and servicers. Since discontinuing offering the Bank products in California, the
Company has been serving cash advance consumers in California by continuing to offer a Company-
originated cash advance product pursuant to state law.

If the Company collects a delinquent amount that exceeds the amount it has acquired as a result of its
guaranty to third-party lenders, the Company is entitled to the excess and recognizes it in income when
collected. Since the Company may not succeed in collecting all of its delinquent accounts, it records an
accrual for amounts estimated to be adequate to absorb credit losses from cash advances in the aggregate
cash advance portfolio, including those it expects to acquire as a result of its guaranty obligations. As of
December 31, 2006, $124.2 million of combined gross cash advances was outstanding, including $24.7
million owned by the third-party lenders that is not included in the Company’s consolidated balance sheet.
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An allowance for losses of $19.5 million has been provided in the consolidated financial statements. The
Company also provided accrued losses for third-party owned portfolios of $1.2 million at December 31,
2006, which is included in “Accounts payable and accrued expenses” in the accompanying consolidated
balance sheet. See Item 8. Financial Statements and Supplementary Data, Note 4 of “Notes to Consolidated
Financial Statements.”

Presented below is information with respect to the cash advance product for the years ended
December 31, 2006, 2005 and 2004:

2006 2005 2004

Locations offering cash advances at end of year ..........ccccceeuenene. 720 727 678

On behalf of the COMPANY .......coeovverieireneininieineneeneeeiene 406 352 312

On behalf of the third-party lenders .........c..cccoeveverennicneccnnens 314 340 366

On behalf of both the Company and the third-party lenders .... — 35 —
Amount of cash advances written (in thousands) ..............c........... $1,177,763 $ 930,335 $ 647,746

On behalf of the COMPANY ........cveeveviiviieriiieeierieieeeereeeeee e $ 817,186 §$ 573916 § 408,872

On behalf of the third-party lenders ............cceovvveierivveiirennnn, $ 360,577 § 356,419 § 238,874
Amount of cash advances assigned by the third-party lenders (in

tHOUSANAS)....cveeviieeieiiieeeeteieecete ettt $ 33760 $ 67,555 $§ 45,895
Average cash advance amount Written ...........ccococvevvveeererieeenennen. $ 387 $ 359§ 336

Check Cashing and Other Services

The Company provides check cashing and other financial services through its Mr. Payroll and
Cashland subsidiaries and through many of its pawnshop locations. Other financial services include stored
value cards, money orders, money transfers and auto insurance, among others. As of December 31, 2006,
Mr. Payroll’s operations consisted of 131 franchised and 5 company-owned check cashing centers in 18
states. Each Mr. Payroll franchisee pays royalties to Mr. Payroll based on the gross revenues of check
cashing services provided within the franchisee’s facility. Cashland provides check cashing in all 204 of its
cash advance locations. Aggregate check cashing fees, royalties and other income were 1.9% of the
Company’s total revenue in 2006 and 2005 and 2.0% in 2004.

Financial Information on Segments and Areas

Additional financial information regarding the Company’s revenues and assets by each of its three
operating segments is provided in Note 18 of “Notes to Consolidated Financial Statements.”

Operations

Unit Management. Each physical lending location has a unit manager who is responsible for
supervising its personnel and assuring that it is managed in accordance with Company guidelines, policies
and procedures. Each unit manager reports to a Market Manager, who typically oversees approximately ten
unit managers. As of December 31, 2006, the Company’s pawn lending operating division was managed by
an Executive Vice President. This operating division consists of five geographic operating regions, each of
which is managed by a Region Vice President. Each Market Manager reports to a Region Vice President.

The cash advance operating division has a similar geographic operating structure. Cashland
locations are managed under the supervision of Cashland’s Senior Vice President — Chief Operating Officer,
and the Cash America Payday Advance locations are managed under the supervision of Vice President of
Cash America Payday Advance, each of whom report to an Executive Vice President of the Company. Each
Cash America Payday Advance Market Manager reports to the Vice President of Cash America Payday
Advance. Cashland’s two Operations Directors oversee Cashland’s geographic operating regions and report
to its Senior Vice President — Chief Operating Officer. Each Cashland Market Manager reports to one of the
two Cashland Operations Directors.



CashNetUSA, unlike the physical lending locations, is managed by its President, who is also an
Executive Vice President of the Company. Management personnel responsible for different areas of
CashNetUSA’s operations report to its President, who reports directly to the Company’s Chief Executive
Officer.

Trade Names. The Company operates its locations under the trade names “Cash America,” “Payday
Advance,” “Cashland,” “Mr. Payroll,” “SuperPawn,” and “CashNetUSA.” The Company’s marks “Cash
America,” “Cashland,” “SuperPawn,” “Cash When It Counts,” and “Mr. Payroll” are registered with the
United States Patent and Trademark Office.

Personnel. At December 31, 2006, the Company employed 5,152 persons in its operations. Of
these employees 423 were in executive and administrative functions.

Training. The Company provides extensive training to its store employees through training
programs that combine classroom instruction, video and online presentations, and on-the-job training
tailored to the needs of coworkers of both the pawn and cash advance lending locations. A new employee is
introduced to the business through an orientation program and through training programs that include job-
appropriate topics such as pawn lending, cash advances, layaways, merchandising, collections, anti-money
laundering, compliance, and general administration of unit operations. The experienced store employee
receives additional training and an introduction to the fundamentals of management to acquire the skills
necessary to move into management positions within the organization. Manager training involves a
program that includes additional management principles and more extensive training in topics such as
income maximization, recruitment, merchandise control, and cost efficiency.

Future Expansion

The Company has expanded both by acquiring existing pawnshops and cash advance locations
(collectively referred to as “lending locations™) from others and by establishing new start-up locations. The
Company intends to continue to increase the number of lending locations in this manner. Its business
strategy is to continue expanding its lending business within its existing geographic markets and into other
markets that meet its risk/reward considerations. Management believes that such expansion will continue to
provide economies of scale in supervision, purchasing, administration and marketing by decreasing the
overall average cost of such functions per unit owned. By concentrating multiple lending units in regional
and local markets, the Company seeks to expand market penetration, enhance name recognition and
reinforce marketing programs.

With the acquisition of CashNetUSA in September 2006, the Company is also actively exploring
strategies to increase and enhance its online presence, with the goal of becoming the premier online cash
advance provider. The Company also intends to continue evaluating and offering new products and services
that complement its specialty financial services both at its physical lending locations and online in order to
meet the growing financial services needs of its customers.

When considering acquiring an existing lending location, the Company evaluates the annual volume
of loan transactions at that location, the carrying cost of merchandise, outstanding loan balances and lease
terms of the facility or, if it is to be purchased, the facility’s fair market value. When considering the startup
of a new lending location, the Company evaluates the location of the prospective location, whether
conditions in the surrounding community indicate a sufficient level of potential customers, and whether a
suitable facility is available on acceptable terms.

A new pawnshop can be ready for business within four to six weeks and a new cash advance
location can be ready within two to four weeks after the Company has leased or acquired a suitable location
and obtained a license. The finish-out of a new location includes the completion of counters, installation of
vaults and a security system and the transfer of merchandise from other locations (for pawnshop locations).
The approximate start-up costs, which consist of the investment in property and equipment, for recently
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established pawnshops have ranged from $385,000 to $410,000, with an average estimated cost per location
of approximately $400,000 in 2006. This amount does not include merchandise transferred from other
locations, funds to advance on pawn loans and cash advances or operating expenses. The start-up costs for
recently established cash advance locations have ranged from $75,000 to $150,000, with an average
estimated cost per location of approximately $100,000 in 2006. This amount does not include funds to
advance on cash advances or operating expenses.

The Company’s expansion program is subject to numerous unpredictable factors, such as the
availability of attractive acquisition candidates or sites on suitable terms, market conditions in the pawn or
cash advance business, general economic conditions and other factors described in this report in Item 1A —
“Risk Factors.” Among the primary factors that could affect the Company’s future planned expansion are:

e Statutory Requirements. The Company’s ability to add start-up pawnshop locations in Texas counties
having a population of more than 250,000 is limited by a law that restricts the establishment of new
pawnshops within a certain distance of existing pawnshops. In addition, the current statutory and
regulatory environment of some states renders expansion into those states impractical. See “Business —
Regulation.”

o Availability of Real Estate. The Company’s ability to add start-up locations is subject to locating
satisfactory real estate sites on terms and conditions acceptable to the Company. Factors that could
limit the availability of acceptable real estate sites could include changes in general economic
conditions, increases in real estate values or market rents, increases in competition for suitable real
estate, changing demographics in surrounding areas, restrictive zoning or sign ordinances, limited
visibility or accessibility to public streets, and excessive finish-out costs, among other factors.

e Competition. Several competing pawnshop and cash advance companies are also pursuing expansion
and acquisition programs. A number of smaller companies and private equity firms have also entered
the market, particularly for cash advance businesses. While the Company believes that it is the largest
pawnshop operator in the United States, and one of the largest cash advance operators, there can be no
assurance that it will be more successful than its competitors in pursuing acquisition opportunities and
securing attractive start-up locations. Increased competition could also increase prices for attractive
acquisition candidates, and could also adversely affect the performance of potential acquisition targets.

o Availability of Qualified Unit Management Personnel. The Company’s ability to expand may also be
limited by the availability of qualified unit management personnel. While the Company seeks to train
its existing personnel to enable those capable to assume management positions, there can be no
assurance that sufficient qualified personnel will be available to satisfy the Company’s needs with
respect to its planned expansion.

o Capital Requirements. In some states, the Company is required by law to maintain a minimum amount
of certain unencumbered net assets (currently $150,000 in Texas) for each pawnshop location. The
Company’s expansion plans will therefore be limited in these states to the extent the Company is able to
maintain these required levels of unencumbered net assets. At present, these requirements do not limit
the Company’s growth opportunities.

Competition

While pawnbroking is a time-honored industry, the pawnshop industry in the United States remains
very fragmented, with approximately 10,000 to 15,000 stores nationwide. Most pawnshops are owned by
independent operators. The three largest publicly traded pawnshop companies operate approximately 850
total pawnshops in the United States. Management continues to believe that the Company can achieve
economies of scale and increased operating efficiencies by increasing the number of stores under operation
and utilizing modern point-of-sale systems and proven operating methods.



While the less fragmented cash advance industry has grown at a rapid rate in the past several years,
its growth has begun to moderate and the Company has begun to observe some consolidation. Nonetheless,
competition for customers and for desirable locations remains strong. According to the investment banking
firm Stephens, Inc., the overall annual growth rate for the cash advance industry is 8% to 12% per year.
Despite the concentration of major competitors in the cash advance industry, management believes that
significant opportunities for growth remain in this business.

Regulation

The Company’s operations are subject to extensive regulation, supervision and licensing under
various federal, state and local statutes, ordinances and regulations. (For a geographic breakdown of
operating locations, see “Properties™.)

Pawnshop regulations

Although pawnshop regulations vary from state to state to a considerable degree, the regulations
summarized below are representative of the regulatory frameworks affecting the Company in the states in
which its pawnshops are located. The following states are those in which the Company operates the
preponderance of its pawnshops.

Texas. The Texas Pawnshop Act provides the Office of Consumer Credit Commissioner with
primary responsibility for the regulation of pawnshops and enforcement of laws relating to pawnshops in
Texas. The Company is required to furnish the Texas Consumer Credit Commissioner with copies of
information, documents and reports that it is required to file with the Securities and Exchange Commission.

The Texas Pawnshop Act establishes the maximum allowable service charge rates based on the
amount financed per pawn loan. It does this by prescribing the maximum allowable rates of pawn service
charges that pawnbrokers in Texas may charge for the lending of money within each of four stratified range
of loan amounts. The maximum allowable rates for the various stratified loan amounts for the years ended
June 30, 2007, 2006 and 2005, are as follows:

Year Ending June 30, 2007 Year Ended June 30, 2006 Year Ended June 30, 2005
Maximum Maximum Maximum
Amount Allowable Amount Allowable Amount Allowable
Financed Per Annual Financed Per Annual Financed Per Annual
Pawn Loan Percentage Rate Pawn Loan Percentage Rate Pawn Loan Percentage Rate
$§ 1to$ 168 240% $§ 1t$ 162 240% $ 1to$ 156 240%
169 to 1,120 180 163 to 1,080 180 157 to 1,040 180
1,121 to 1,680 30 1,081 to 1,620 30 1,041 to 1,560 30
1,681 to 14,000 12 1,621 to 13,500 12 1,561 to 13,000 12

The Office of Consumer Credit Commissioner annually reviews and resets the ceiling amounts for
stratification of the loan amounts, including the maximum pawn loan amount, each July 1 in relation to the
Consumer Price index. Currently, a Texas pawn loan may not exceed $14,000. The maximum allowable
service charge rates were established when the Texas Pawnshop Act was enacted in 1971 and have not been
changed since. In addition to establishing maximum allowable service charge rates and loan ceilings, the
Texas Pawnshop Act also governs the licensing of pawnshops and pawnshop employees. To be eligible for
a pawnshop license in Texas, an applicant must (i) be of good moral character; (ii) have net assets of at least
$150,000 readily available for use in conducting the business of each licensed pawnshop; (iii) show that the
pawnshop will be operated lawfully and fairly in accordance with the Texas Pawnshop Act; (iv) show that
the applicant has the financial responsibility, experience, character, and general fitness to command the
confidence of the public in its operations; and (v) in the case of a business entity, the good moral character
requirement shall apply to each officer, director and holder of 5% or more of the entity’s outstanding shares.
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During the license application process, any existing pawnshop licensee who would be affected by
the granting of the proposed application may request a public hearing at which to appear and present
evidence for or against the application. For new license applications in a county with a population of
250,000 or more, the proposed facility must not be located within two miles of an existing licensed
pawnshop.

The Texas Consumer Credit Commissioner may, after notice and hearing, suspend or revoke any
license for a Texas pawnshop upon finding, among other things, that (i) any fees or charges have not been
paid; (ii) the licensee violates (whether knowingly or unknowingly without due care) any provisions of the
Texas Pawnshop Act or any regulation or order thereunder; or (iii) any fact or condition exists which, if it
had existed at the time the original application was filed for a license, would have justified the
Commissioner in refusing such license.

Under the Texas Pawnshop Act, a pawnbroker may not accept a pledge from a person under the age
of 18 years; make any agreement requiring the personal liability of the borrower; accept any waiver of any
right or protection accorded to a pledgor under the Texas Pawnshop Act; fail to exercise reasonable care to
protect pledged goods from loss or damage; fail to return pledged goods to a pledgor upon payment of the
full amount due; make any charge for insurance in connection with a pawn transaction; enter into any pawn
transaction that has a maturity date of more than one month; display for disposition in storefront windows or
sidewalk display cases, pistols, swords, canes, blackjacks and similar weapons; operate a pawnshop between
the hours of 9:00 p.m. and 7:00 a.m.; or purchase used or secondhand personal property or certain building
construction materials unless a record is established containing the name, address and identification of the
seller, a complete description of the property, including serial number, and a signed statement that the seller
has the right to sell the property.

Florida. The Florida Pawnbroking Act, adopted in 1996, provides for the licensing and bonding of
pawnbrokers in Florida and for the Department of Agriculture and Consumer Services’ Division of
Consumer Services to investigate the general fitness of applicants and generally to regulate pawnshops in
the state. The statute limits the pawn service charge that a pawnbroker may collect to a maximum of 25% of
the amount advanced in the pawn for each 30-day period of the transaction. The law also requires
pawnbrokers to maintain detailed records of all transactions and to deliver such records to the appropriate
local law enforcement officials. Among other things, the statute prohibits pawnbrokers from falsifying or
failing to make entries on pawn transaction forms, refusing to allow appropriate law enforcement officials to
inspect their records, failing to maintain records of pawn transactions for at least two years, making any
agreement requiring the personal liability of a pledgor, failing to return pledged goods upon payment in full
of the amount due (unless the pledged goods had been taken into custody by a court or law enforcement
officer or otherwise lost or damaged), or engaging in title loan transactions at licensed pawnshop locations.
It also prohibits pawnbrokers from entering into pawn transactions with a person who is under the influence
of alcohol or controlled substances, a person who is under the age of 18, or a person using a name other than
his own name or the registered name of his business.

Nevada. The Nevada statute governing pawnbrokers establishes a maximum allowable interest rate
of 10% per month for pawn transactions and allows an initial charge of $5 in addition to interest. All
pledged property must be held for redemption for at least 120 days before it can be offered for sale to the
public. The statute also (i) requires that certain bookkeeping records be maintained; (ii) requires that pawn
transaction information be reported to local law enforcement agencies, and (iii) establishes a procedure for
law enforcement officials to place a hold on property alleged to be related to criminal activity. The Nevada
law also prohibits pawnbrokers from making false entries in their books or records, making false reports to
law enforcement agencies, removing pledged property from their business premises unless specifically
authorized under the statute, and receiving pledged property from certain persons, including a person who is
under age 18 or intoxicated.
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Tennessee. Tennessee state law provides for the licensing of pawnbrokers in that state. It also (i)
requires that pawn transactions be reported to local law enforcement agencies; (ii) requires pawnbrokers to
maintain insurance coverage on the property held on pledge for the benefit of the pledgor; (iii) establishes
certain hours during which pawnshops may be open for business; and (iv) requires that certain bookkeeping
records be maintained. Tennessee law prohibits pawnbrokers from selling, redeeming or disposing of any
goods pledged or pawned to or with them within 48 hours after making their report to local law enforcement
agencies. The Tennessee statute establishes a maximum allowable interest rate of 24% per annum;
however, the pawnshop operator may charge an additional fee of up to one-fifth of the amount of the loan
per month for investigating title, storing and insuring the security and various other expenses.

Louisiana. Louisiana law provides for the licensing and bonding of pawnbrokers in that state. In
addition, the act requires that pawn transactions be reported to local law enforcement agencies, establishes
hours during which pawnbrokers may be open for business and requires certain bookkeeping practices.
Louisiana state law establishes maximum allowable rates of interest on pawn loans of 10% per month. In
addition, Louisiana law provides that the pawnbroker may charge a service charge not to exceed 10% per
month for all other services. Under the Louisiana statute, no pawnbroker may sell any pledged collateral
until the lapse of three months from the time the loan was made. Various municipalities and parishes in the
state of Louisiana have adopted additional ordinances and regulations pertaining to pawnshops.

Georgia. Georgia law requires pawnbrokers to maintain detailed permanent records concerning
pawn transactions and to keep them available for inspection by duly authorized law enforcement authorities.
The Georgia statute prohibits pawnbrokers from failing to make entries of material matters in their
permanent records; making false entries in their records; falsifying, obliterating, destroying, or removing
permanent records from their places of business; refusing to allow duly authorized law enforcement officers
to inspect their records; failing to maintain records of each pawn transaction for at least four years;
accepting a pledge or purchase from a person under the age of 18 or who the pawnbroker knows is not the
true owner of the property; making any agreement requiring the personal liability of the pledgor or seller or
waiving any of the provisions of the Georgia statute; or failing to return or replace pledged goods upon
payment of the full amount due (unless pledged goods have been taken into custody by a court or a law
enforcement officer). If pledged goods are lost or damaged while in the possession of the pawnbroker, the
pawnbroker must replace the lost or damaged goods with like kinds of merchandise. Under Georgia law,
total interest and service charges may not, during each 30-day period of the loan, exceed 25% of the
principal amount advanced in the pawn transaction (except that after ninety days from the original date of
the loan, the maximum rate declines to 12.5% for each subsequent 30-day period). The statute provides that
municipal authorities may license pawnbrokers, define their powers and privileges by ordinance, impose
taxes upon them, revoke their licenses, and exercise such general supervision as will ensure fair dealing
between the pawnbroker and its customers.

Although pawnshop regulations vary from state to state to a considerable degree, the regulations
summarized above are representative of the regulatory frameworks affecting the Company in the various
states in which its operating units are located.

Cash Advance Regulations

The Company offers cash advance products in most of its pawnshops, in all of its cash advance
locations and over the internet. Each state in which the Company originates cash advance products,
including cash advances made online, has specific laws dealing with the conduct of this business. The same
regulations generally apply to cash advances made both in physical lending locations and online. These
laws and regulations typically restrict the amount of finance and service charges that may be assessed and
limit the customer’s ability to renew or extend these cash advances. In many instances, the regulations also
limit the aggregate amount that a provider may advance (and, in some cases, the number of cash advances
the provider may make) to any one customer at one time. Providers typically must obtain a separate license
from the state licensing authority in order to offer this product. Some states, such as Alabama, Indiana,
[linois, Michigan, New Mexico, Oklahoma, and North Dakota, require cash advance lenders to report their
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customers’ cash advance activities to a state-wide database, and such lenders are generally restricted from
making cash advance loans to customers who may have a certain amount of cash advances outstanding with
other lenders. Also, the federal government and many states have codified military best practices that
require cash advance lenders to provide certain rights to borrowers in the military, some of which include,
among other things, rate restrictions, not conducting collection activities when the military customer is
deployed to combat, not garnishing military wages, not contacting a service member’s chain of command in
an effort to collect a cash advance, and honoring a base commander’s directives regarding the ability of
service members under his/her command to patronize certain cash advance locations. The Company must
also comply with the various disclosure requirements under the Federal Truth in Lending Act (and Federal
Reserve Regulation Z under that Act) in connection with the cash advance transactions. The cash advance
business is also subject to various laws, rules and guidelines relating to the procedures and disclosures
needed for debiting a debtor’s checking account for amounts due via an ACH transaction. Additionally the
Company must comply with the Federal Fair Debt Collection Practices Act and similar state collection
practices laws with respect to its collection activities related to cash advances. Furthermore, with respect to
online cash advances, the Company is subject to various state and federal e-signature rules mandating that
certain disclosures be made and certain steps be followed in order to obtain and authenticate e-signatures.

As of December 31, 2006 the Company made available cash advance products offered by third-
party lenders in 314 of its 720 locations. Further, certain states require that the Company must have a
license under state law in order to perform the administrative services that it performs for the third party
lenders.

Because the regulatory environment related to cash advances has come under increased scrutiny by
regulators and legislators, the Company expects that legislation currently pending or that could later be
introduced in some state legislatures could, if enacted, further limit or eliminate the availability of the cash
advance product in some states, despite the significant demand for it. While the Company, along with other
leaders of the cash advance industry, opposes such overly restrictive regulation and legislation, it is possible
that some combination of federal and state regulation and legislation could be enacted that could restrict or
eliminate the availability of cash advance products at some or all of the Company’s locations.

In order to continue to meet the demand of consumers for cash advance products and in response to
the above-described FDIC regulatory actions that led the Company to discontinue offering the Bank
products, the Company began offering the CSO program in Texas, Michigan and Florida in July 2005. The
Company discontinued the CSO program in Michigan in February 2007 and now offers only cash advances
underwritten by the Company to customers in that state.

The Texas Credit Services Organization law governs the CSO program in Texas. Pursuant to this
law, an affiliate of the Company, on a location by location basis, must register as a Credit Services
Organization with the Texas Secretary of State, pay a registration fee and post a $10,000 surety bond. The
Credit Services Organization may, for a fee, help a consumer obtain an extension of credit from an
independent third-party lender. The Credit Services Organization must provide the consumer with a
disclosure statement and a credit services agreement that describe in detail, among other things, the services
the Credit Services Organization will provide to the consumer, the fees the consumer will be charged by the
Credit Services Organization for these services, the details of the surety bond and the availability of the
surety bond if the consumer believes the Credit Services Organization has violated the law, the consumer’s
right to review his or her file, the procedures a consumer may follow to dispute information contained in his
or her file, and the availability of non-profit credit counseling services. Additionally, the Credit Services
Organization must give a consumer the right to cancel the credit services agreement without penalty within
3 days after the agreement is signed. The Company’s CSO program in Florida is substantially similar to the
Company’s CSO program in Texas and the credit services organization law in Florida is generally similar to
the credit services organization law in Texas.
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Check Cashing Regulations

The Company offers check cashing services at many of its pawnshops and cash advance locations.
Some states require check cashing companies to meet minimum bonding or capital requirements and to
comply with record-keeping requirements. Some states require check cashers to be licensed and the
Company maintains licenses in each state that requires check cashing licenses. Additionally, some states
have adopted ceilings on check cashing fees, those ceilings are in excess of or equal to the fees charged by
the Company. Depending upon the severity of a violation, failure to observe a state’s legal requirements for
check cashing companies could result, among other things, in a loss of the check cashing license in that
state, the imposition of fines, and other civil and/or criminal penalties. In addition to state regulations
applicable to check cashing companies, the Company’s check cashing activities also must comply with
applicable federal regulations. The principal federal regulations governing check cashing operations include
the Bank Secrecy Act, the USA PATRIOT Act and the Gramm-Leach-Bliley Act, each of which are
described in Other Regulatory Matters below.

Other Regulatory Matters

Each pawnshop that sells firearms must comply with the Brady Handgun Violence Prevention Act
(the “Brady Act”). The Brady Act requires that federally licensed firearms dealers conduct a background
check in connection with any disposition of handguns. In addition, the Company must comply with the
regulations of the U.S. Department of Justice—Bureau of Alcohol, Tobacco and Firearms that require each
pawnshop dealing in guns to maintain a permanent written record of all receipts and dispositions of
firearms.

Under the federal Gramm-Leach-Bliley Act and its underlying regulations as well as under various
state laws and regulations relating to privacy and data security, the Company must disclose to its customers
its privacy policy and practices, including those relating to the sharing of customers’ nonpublic personal
information with third parties. This disclosure must be made to customers when the customer relationship is
established and, in some cases, at least annually thereafter. These regulations also require the Company to
ensure that its systems are designed to protect the confidentiality of customers’ nonpublic personal
information and many of these regulations dictate certain actions the Company must take to notify
consumers if their personal information is disclosed in an unauthorized manner.

The federal Equal Credit Opportunity Act ("ECOA") prohibits discrimination against any credit
applicant on the basis of any protected category, such as race, color, religion, national origin, sex, marital
status, or age, and requires the Company to notify credit applicants of any action taken on the individual’s
credit application. The Company must provide a loan applicant a Notice of Adverse Action ("NOAA") when
the Company denies an application for credit. The NOAA must inform the applicant of: the action taken
regarding the credit application; a statement of the ECOA’s prohibition on discrimination; the name and
address of both the creditor and the federal agency that monitors compliance with the ECOA; and the
applicant’s right to learn the specific reasons for the denial of credit and the contact information for the
parties the applicant can contact to obtain those reasons. The Company provides NOAA letters and
maintains records of all such letters as required by the ECOA and its implementing regulations.

Under the USA PATRIOT Act enacted in 2001, the Company must maintain an anti-money
laundering compliance program covering certain of its business activities. The program must include: (1)
the development of internal policies, procedures, and controls; (2) designation of a compliance officer; (3)
an ongoing employee training program; and (4) an independent audit function to test the program. The
United States Department of the Treasury is expected to issue regulations clarifying the requirements for
anti-money laundering compliance programs for the pawnbroking and cash advance industries, but as of
February 1, 2007 these regulations had not yet been issued.

Under the Bank Secrecy Act and regulations of the U.S. Department of the Treasury, the Company
must report transactions occurring in a single day involving currency in an amount greater than $10,000, and

13



also must retain records for five years for purchases of monetary instruments for cash in amounts from
$3,000 to $10,000. In addition, multiple currency transactions must be treated as single transactions if the
financial institution has knowledge that the transactions are by, or on behalf of, any person or entity and
result in either cash in or cash out totaling more than $10,000 during any one day. In addition, federal
regulations require the Company to report suspicious transactions involving at least $2,000 in a single day to
the Financial Crimes Enforcement Network of the Treasury Department (“FinCen”). The regulations
generally describe three classes of reportable suspicious transactions—one or more related transactions that
the business knows, suspects, or has reason to suspect (1) involve funds derived from illegal activity or are
intended to hide or disguise such funds, (2) are designed to evade the requirements of the Bank Secrecy Act,
or (3) appear to serve no legitimate business or lawful purpose. Management believes that the Company’s
point-of-sale system, transaction monitoring systems and employee-training programs permit it to
effectively comply with the foregoing requirements.

The Company is registered as a money services business with the U.S. Treasury Department and
must re-register with FinCEN by December 31, 2007, and at least every two years thereafter. The Company
must also maintain a list of names and addresses of, and other information about, the Company’s stores and
must make that list available to any requesting law enforcement agency. The store list must be updated at
least annually.

During 2006, the United States Congress enacted legislation that caps the annual percentage rate
charged on loans made to active military personnel at 36%; this legislation becomes effective in October
2007. As of the date of this report, the 36% annual percentage rate cap applies to most loan products,
including cash advances and pawn loans. The Company does not have any loan products bearing an interest
rate of 36% per annum or less, nor does the Company intend to develop any such product, as the Company
believes the losses and servicing costs associated with lending to the Company’s traditional customer base
would exceed the revenue produced at that rate. The Company does not expect this new legislation to have
a material adverse effect on the Company’s financial condition or results of operations.

In addition to the federal and state statutes and regulations described above, many of the Company’s
operating units are subject to municipal ordinances that may require, for example, local licenses or permits
and specified recordkeeping procedures, among other things. Most of the Company’s pawnshops
voluntarily, or pursuant to applicable laws, provide to a law enforcement department having jurisdiction
daily information on all transactions involving pawn loans and over-the-counter purchases. These
information reports are designed to provide the local law enforcement with a detailed description of the
goods involved, including serial numbers (if any) and the name and address of the owner obtained from a
valid identification card. This information is provided to local law enforcement agencies for processing to
determine conflicting claims of rightful ownership. The Company also voluntarily participates with other
pawn lenders to provide similar information to a national database available to law enforcement in multiple
jurisdictions. Goods held to secure pawn loans or goods purchased that are determined to belong to an
owner other than the borrower or seller are subject to recovery by the rightful owner. However, the
Company historically has not experienced a material number of claims of this nature, and the claims
experienced have not had a material adverse effect on the Company’s results of operations.

Casualty insurance, including burglary coverage, is maintained for each of the Company’s locations,
and fidelity coverage is maintained on each of the Company’s employees.

Management of the Company believes its operations are conducted in material compliance with all
federal, state and local laws and ordinances applicable to its business.

The Company’s franchising activities may be subject to various state regulations that, among other
things, mandate disclosures to prospective franchisees and other requirements.
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Executive Officers of the Registrant

The Company elects its executive officers annually. The following sets forth, as of February 26,
2007, information about the executive officers. There is no family relationship between any of the
executive officers.

Name Age Position
Daniel R. Feehan 56  Chief Executive Officer and President
Thomas A. Bessant, Jr. 48 Executive Vice President — Chief Financial Officer
Robert D. Brockman 52 Executive Vice President — Administration
Jerry D. Finn 60  Executive Vice President — Pawn Operations
Michael D. Gaston 62  Executive Vice President — Business Development
Albert Goldstein 26 Executive Vice President — Internet Lending
J. Curtis Linscott 41  Executive Vice President — General Counsel and Secretary
James H. Kauffman 62  Executive Vice President — Financial Services
Jerry A. Wackerhagen 51  Executive Vice President — Chief Information Officer

Daniel R. Feehan has been Chief Executive Officer and President since February 2000. He served
as the Company’s President and Chief Operating Officer from January 1990 until February 2000, except
that he served as Chairman and Co-Chief Executive Officer of Mr. Payroll Corporation from February 1998
to February 1999 before returning to the position of President and Chief Operating Officer of the Company.

Thomas A. Bessant, Jr. has been the Company’s Executive Vice President — Chief Financial Officer
since July 1998. He joined the Company in May 1993 as Vice President — Finance and Treasurer and was
elected Senior Vice President — Chief Financial Officer in July 1997. Prior to joining the Company, Mr.
Bessant was a Senior Manager in the Corporate Finance Consulting Services Group of Arthur Andersen &
Co., S.C. in Dallas, Texas from June 1989 to April 1993. Prior to that, Mr. Bessant was a Vice President in
the Corporate Banking Division of NCNB Texas, N.A., and its predecessor banking corporations, beginning
in 1981.

Robert D. Brockman joined the Company in July 1995 as Executive Vice President —
Administration. Prior to that, he served as Vice President — Human Resources of THORN Americas, Inc.,
the then-operator of the Rent-A-Center chain of rent-to-own stores, from December 1986 to June 1995.

Jerry D. Finn has been Executive Vice President — Pawn Operations since April 1998. He joined
the Company in August 1994 and has served in various operations management positions since then,
including Division Vice President from January 1995 to July 1997 and Division Senior Vice President from
July 1997 to April 1998. Before joining the Company, he served as District Supervisor for Kelly-Moore
Paint Co. from March 1981 to August 1994,

Michael D. Gaston joined the Company in April 1997 as Executive Vice President — Business
Development. Prior to joining the Company, Mr. Gaston served as President of The Gaston Corporation, a
private consulting firm, from 1984 to April 1997, and Executive Vice President of Barkley & Evergreen, an
advertising and consulting agency, from 1991 to April 1997.

Albert Goldstein, CFA, joined the Company in September 2006 as Executive Vice President —
Internet Lending, as part of the Company's acquisition of CashNetUSA. Mr. Goldstein founded
CashNetUSA in 2004 and was President and CEO from inception of the business until its sale to the
Company. Prior to that, Mr. Goldstein was part of Deutsche Bank's Leveraged Finance practice in New
York and worked on various secured and unsecured leveraged debt transactions. Mr. Goldstein received a
Bachelor of Science in Finance from the University of Illinois in 2002.

J. Curtis. Linscott became Executive Vice President-General Counsel & Corporate Secretary in
May 2006. He was appointed Vice President, General Counsel and Corporate Secretary in May 2005. Mr.
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Linscott joined the Company in 1995, serving as Associate General Counsel and Vice President - Associate
General Counsel. Before joining the Company, he was in private law practice with Kelly, Hart & Hallman,
P.C., Fort Worth, Texas, for five years. He received his law degree from the University of Kansas School of
Law in 1990.

James H. Kauffman has been the Company’s Executive Vice President — Financial Services since
September 2004. He joined the Company in July 1996 as Executive Vice President — Chief Financial
Officer. He served as President — Cash America Pawn from 1997 to July 1998, and as Chief Executive
Officer of Rent-A-Tire, Inc. from July 1998 until August 2002, and as Executive Vice President —
International Operations from October 1999 to September 2004. Before joining the Company, Mr.
Kauffman served as President of Keystone Steel & Wire Company, a wire products manufacturer, from July
1991 to June 1996.

Jerry A. Wackerhagen joined the Company in June 2005 as Executive Vice President — Chief
Information Officer. Prior to joining the Company, Mr. Wackerhagen served as Chief Executive Officer of
EFT Services, Inc., a consumer financial services company based in Columbia, South Carolina from 2001 to
2005. In 2000, he was Vice President of Sales for Trade Management Company, a joint venture between
International Business Machines Corporation, Fluor Corporation and the Royal Bank of Canada. From
1999 to 2000, Mr. Wackerhagen was Vice President and Chief Information Officer at AGL Resources.
Prior to that, he served as a Principal at IBM Global Services from 1996 to 1999 and as the Vice President
and Chief Information Officer of CMI Industries, Inc. from 1991 to 1996.

ITEM 1A. RISK FACTORS

Important risk factors that could cause results or events to differ from current expectations are
described below. These factors are not intended to be an all-encompassing list of risks and uncertainties that
may affect the operations, performance, development and results of the Company’s business.

e A decreased demand for the Company’s products and specialty financial services and failure of
the Company to adapt to such decrease could adversely affect results. Although the Company’s
products and services are a staple of its customer base, the demand for a particular product or service
may decrease due to a variety of factors, such as the availability of competing products, changes in
customers’ financial conditions, or regulatory restrictions that reduce customer access to particular
products. Should the Company fail to adapt to a significant change in its customers’ demand for, or
access to, its products, the Company’s revenues could decrease significantly. Even if the Company does
make adaptations, customers may resist or may reject products whose adaptations make them less
attractive or less available. In any event, the effect of any product change on the results of the
Company’s business may not be fully ascertainable until the change has been in effect for some time. In
particular, the Company has changed, and will continue to change, some of the cash advance products
and services it offers due to guidelines published by regulatory agencies which have a direct or indirect
effect on the governance of the Company and the products it offers.

e Adverse changes in laws or regulations affecting the Company’s short-term consumer loan
services could negatively impact the Company’s operations. The Company’s products and services
are subject to extensive regulation and supervision under various federal, state and local laws,
ordinances and regulations. The Company faces the risk that restrictions or limitations resulting from
the enactment, change, or interpretation of laws and regulations could have a negative effect on the
Company’s business activities. In particular, short-term consumer loans have come under increased
scrutiny and increasingly restrictive regulation in recent years. Some regulatory activity may limit the
number of short-term loans that customers may receive or have outstanding, such as the limits
prescribed by the FDIC in March 2005 and supplemented in February 2006, and regulations adopted by
some states requiring that all borrowers of certain short-term loan products be listed on a database and
limiting the number of such loans they may have outstanding; and regulations limiting the availability of
the Company’s cash advance products to active duty military personnel. Certain consumer advocacy
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groups and federal and state legislators have also asserted that laws and regulations should be tightened
so as to severely limit, if not eliminate, the availability of certain cash advance products to consumers,
despite the significant demand for it. Legislation relating to cash advances is pending in some state
legislatures. Adoption of such federal and state regulation or legislation could restrict, or even
eliminate, the availability of cash advance products at some or all of the Company’s locations.

The failure of third-parties who provide products, services or supportto the Company to
maintain their products, services or support could disrupt Company operations or result in a loss
of revenue. The Company’s cash advance revenues depend in part on the willingness and ability of
unaffiliated third party lenders to make loans to customers and with other third parties to provide
services to facilitate loan underwriting. The loss of the relationship with any of these third parties, and
an inability to replace them, or the failure of these third parties to maintain quality and consistency in
their programs or services could cause the Company to lose customers and substantially decrease the
revenues and earnings of the Company’s cash advance business. The Company also relies on third
parties to provide other services that facilitate lending over the internet. The Company makes other non-
cash advance products and services provided by various third party vendors available to its customers. If
a third-party provider fails to provide its product or service or to maintain its quality and consistency,
the Company could lose customers and related revenue from those products or services. The Company
also uses third parties to support and maintain certain of its communication systems and computerized
point-of-sale and information systems. The failure of such third parties to fulfill their support and
maintenance obligations could disrupt the Company’s operations.

Uncertainty regarding online delivery channel for cash advance product. CashNetUSA began
operations in January 2004 and launched its online operations in May 2004. The Company may
encounter risks and difficulties frequently experienced by early-stage companies in rapidly evolving
industries, such as the online cash advance industry. Some of these risks relate to its ability to attract and
retain customers on a cost-effective basis; attract and retain qualified personnel in a competitive market
for such personnel; operate, support, expand and develop its operations, its website, its software,
communications and other systems; manage customer service and collections for geographically
dispersed borrowers; respond to technological changes; respond to regulatory changes or demands; and
respond to competitive market conditions, including the development and maintenance of provider
relationships to enhance new customer opportunities. If the Company is unsuccessful in addressing
these risks or in executing its business strategy, its online business, financial condition or results of its
online operations may suffer.

The success of the Company’s online business depends on the growth of the online cash advance
industry. CashNetUSA’s online cash advances and related revenues will not grow as planned if
consumer acceptance of the online cash advance product or the use of the Internet as a medium of
commerce for consumer financial products does not continue to grow or grows more slowly than
expected.

The Company’s online business depends on the uninterrupted operation of CashNetUSA’s
facilities, systems and business functions, including its information technology and other business
systems. The Company’s online business depends highly upon its employees’ ability to perform, in an
efficient and uninterrupted fashion, necessary business functions, such as Internet support, call centers,
and processing and making cash advances. A shut-down of or inability to access the facilities in which
the Company’s online operations are based, such as a power outage, a failure of one or more of its
information technology, telecommunications or other systems, or sustained or repeated disruptions of
such systems could significantly impair its ability to perform such functions on a timely basis and could
result in a deterioration of the Company’s ability to write and process online cash advances, provide
customer service, perform collections activities, or perform other necessary business functions.

A security breach of CashNetUSA’s computer systems could also interrupt or damage its operations
or harm its reputation. In addition, the Company could be subject to liability if confidential customer
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information is misappropriated from its computer systems. Despite the implementation of significant
security measures these systems may still be vulnerable to physical break-ins, computer viruses,
programming errors, attacks by third parties or similar disruptive problems. Any compromise of security
could deter people from entering into transactions that involve transmitting confidential information to
the Company’s systems, which could have a material, adverse effect on the Company’s online business.

The Company may be unable to protect its proprietary technology or keep up with that of its
competitors. The success of the Company’s online business depends to a significant degree upon the
protection of its software and other proprietary intellectual property rights. The Company may be unable
to deter misappropriation of its proprietary information, detect unauthorized use or take appropriate
steps to enforce its intellectual property rights. In addition, competitors could, without violating the
Company’s proprietary rights, develop technologies that are as good as or better than its technology.
The Company’s failure to protect its software and other proprietary intellectual property rights or to
develop technologies that are as good as its competitors’ could put the company at a disadvantage to its
competitors. Any such failures could have a material adverse effect on the Company’s online business.

The Company’s growth is subject to external factors and other circumstances over which the
Company has limited control or that are beyond the Company’s control. These factors and
circumstances could adversely affect the Company’s ability to grow through the opening and
acquisition of new operating units. The Company’s expansion strategy includes acquiring existing
stores and opening new ones. The success of this strategy is subject to numerous external factors, such
as the availability of attractive acquisition candidates, the availability of sites with acceptable
restrictions and suitable terms, the Company’s ability to attract, train and retain qualified unit
management personnel and the ability to obtain required government permits and licenses. Some of
these factors are beyond the Company’s control. The failure to execute this expansion strategy would
adversely affect the Company’s ability to expand its business and could materially adversely affect its
business, prospects, results of operations and financial condition.

Increased competition from banks, savings and loans, other short-term consumer lenders, and
other entities offering similar financial services, as well as retail businesses that offer products and
services offered by the Company, could adversely affect the Company’s results of operations. The
Company has many competitors to its core lending and merchandise disposition operations. Its
principal competitors are other pawnshops, cash advance companies, online lenders, consumer finance
companies and other financial institutions that serve the Company’s primary customer base. Many
other financial institutions or other businesses that do not now offer products or services directed toward
the Company’s traditional customer base, many of whom may be much larger than the Company, could
begin doing so. Significant increases in the number and size of competitors for the Company’s business
could result in a decrease in the number of cash advances or pawn loans that the Company writes,
resulting in lower levels of revenues and earnings in these categories. Furthermore, the Company has
many competitors to its retail operations, such as retailers of new merchandise, retailers of pre-owned
merchandise, other pawnshops, thrift shops, online retailers and online auction sites. Increased
competition or aggressive marketing and pricing practices by these competitors could result in
decreased revenues, margins and turnover rates in the Company’s retail operations.

A sustained deterioration in the economy could reduce demand for the Company’s products and
services and result in reduced earnings. A sustained deterioration in the economy could cause a
deterioration in the performance of the Company’s pawn loan or cash advance portfolios and in
consumer demand for pre-owned merchandise such as that sold in the Company’s pawnshops. An
economic slowdown could result in an increase in loan defaults in our cash advance products. During
such a slowdown, the Company could be required to tighten its underwriting standards, which would
reduce cash advance balances, and would face more difficulty in collecting defaulted cash advances,
which could lead to an increase in loan losses. While the credit risk for much of the Company’s pawn
lending is mitigated by the collateralized nature of pawn lending, a sustained deterioration in the
economy could reduce the demand and resale value of pre-owned merchandise and reduce the amount
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that the Company could effectively lend on an item of collateral. Such reductions could adversely affect
pawn loan balances, pawn loan redemption rates, inventory balances, inventory mixes and gross profit
margins.

e The Company’s earnings and financial position are subject to changes in the value of gold. A
significant or sudden decline in the price of gold could materially affect the Company’s earnings.
A significant portion of the Company’s pawn loans are secured by gold jewelry. The Company’s pawn
service charges, sales proceeds and ability to dispose of excess jewelry inventory at an acceptable
margin depend on the value of gold. A significant decline in gold prices could result in decreases in
merchandise sales margins, in inventory valuations, in the value of collateral securing outstanding pawn
loans, and in the balance of pawn loans secured by gold jewelry.

e Adverse real estate market fluctuations could affect the Company’s profits. The Company leases
most of its locations. A significant rise in real estate prices could result in an increase in store lease
costs as the Company opens new locations and renews leases for existing locations.

e Changes in the capital markets or the Company’s financial condition could reduce available
capital. The Company regularly accesses the debt capital markets to refinance existing debt obligations
and to obtain capital to finance growth. Efficient access to these markets is critical to the Company’s
ongoing financial success; however, the Company’s future access to the debt capital markets could
become restricted due to a variety of factors, including a deterioration of the Company’s earnings, cash
flows, balance sheet quality, or overall business or industry prospects, a significant deterioration in the
state of the capital markets or a negative bias toward the Company’s industry by market participants.

e Media reports and public perception of short-term consumer loans as being predatory or abusive
could materially adversely affect the Company’s cash advance business. In recent years, consumer
advocacy groups and some media reports have advocated governmental action to prohibit or place
severe restrictions on short-term consumer loans. The consumer advocacy groups and media reports
generally focus on the cost to a consumer for this type of loan, which is alleged to be higher than the
interest typically charged by banks to consumers with better credit histories. Though the consumer
advocacy groups and media reports do not discuss the lack of viable alternatives for our customers’
borrowing needs or the comparative cost to the customer when alternatives are not available, they do
typically characterize these short-term consumer loans as predatory or abusive despite the large
customer demand for these loans. If the negative characterization of these types of loans becomes
increasingly accepted by consumers, demand for the cash advance products could significantly decrease,
which could materially affect the Company’s results of operations and financial condition.
Additionally, if the negative characterization of these types of loans is accepted by legislators and
regulators, the Company could become subject to more restrictive laws and regulations that could
materially adversely affect the Company’s financial condition and results of operations.

o Other risk factors are discussed under Quantitative and Qualitative Disclosures about Market
Risk.

e Other risks that are indicated in the Company’s filings with the Securities and Exchange
Commission may apply as well.

ITEM 1B. UNRESOLVED STAFF COMMENTS

None.
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ITEM 2. PROPERTIES

As of December 31, 2006, the Company owned the real estate and buildings for eight of its
pawnshop locations. The Company’s headquarters are located in a nine-story building adjacent to
downtown Fort Worth, Texas. The Company purchased its headquarters building in January 1992.
CashNetUSA'’s cash advance operations are located in a leased building located in Chicago, Illinois under a
non-cancelable operating lease. Cashland’s operations are based in a leased office facility in an office
building located in Dayton, Ohio. All of the Company’s other locations are leased under non-cancelable
operating leases with terms ranging from 3 to 15 years.

The following table sets forth, as of December 31, 2006, the number of Company-owned pawn and
cash advance locations by state and states in which the Company has an internet lending presence. The
Company also operates five Company-owned Mr. Payroll check cashing locations in Texas.

Cash Internet

Pawnshop Advance Lending

Locations Locations Presence
AlADAMA ..o e e e 9 — Y
YN T < RO 5 - Y
ATIZONA ....viiiieiiiee ettt e et e e etae e e e etree e etreeestreeeeaneas 11 — Y
(@815 o) 4 1 - O RN 1 37 Y
[070) 1) - Ye Lo J U SURTR 5 - Y
DEIAWATE ..ot e et e e eeaaee s - - Y
FIOTIAA ..o 67 — Y
[T} ¢4 . SRS 17 - -
HAWALL ..ottt e - - Y
TAANO e e - - Y
THNOIS .ottt e et e et eeeeareeeeareeeenreeeens 12 7 Y
T V=Y s - BSOS RRRRRRRN 13 32 -
KANSAS ... - - Y
KENTUCKY ..ottt ne s 10 16 -
LOUISIANG ....vvieeeieeeceeree ettt e e e et eeae e e eareeeenreeeean 20 - Y
IMICRIGAN ..ottt ettt e neas - 12 -
IMINNESOTA ...c.uvvieeeireeeeereeecereeeeereeeeereeeeeveeeeetveeeeeareeeeeaeeeeeeaneeeensreeeens - - Y
IMESSOUI i et ettt ettt e et e et e e et e e e eaae e e eateeesaaeeeseaaeesennaeeeens 16 - Y
IMONEANA. ...eeieeeeeciiieeee et e ettt e e e e eear e e e e e e eetrrnaeeeeas - — Y
NEVAAA....c.eiiiicciiee ettt e e e e tr e e e 25 — Y
INEW MEXICO evvviiiirieeeetteeeeeteeee et e ettt e et e et e e eeaae e e eaaeeeereeeeeneeeas - - Y
NOIth Caroling..........cocvviieiiiieeiiiececiee e 10 - —
NOIth DAKOTA ..ot - - Y
OO .ttt ettt et et e e eeaaeeraean 6 137 Y
(0] F:1 103 oo V- RN 15 - Y
OFEZOM ..ttt ettt ettt sttt ettt st sbe et saee b s - Y
PennSylvania..........ccceecuirieiieiieieeee s - - Y
Rhode IS1and.............oooiiiiiiiiiiiiiicee e — - Y
SOUth CaroliNg.......ccuvviiieeiiieeieie et 6 - -
SOUth DAKOTA .....veiieiiiiiciiee e e - — Y
TONNESSEE ..ot e e e s 21 - -
TEXAS  cuvvieiecirieeeiree ettt ettt e eeete e e e e e et e e a e e e b e e e eere e e eeraeeenaraeeeas 194 54 Y
L6 1 7:1 « RS 7 - Y
WaASHINGLON ..o 5 - Y
WISCOMSII ..ttt ettt e et e e e e e eaaeeeenaes - - Y
WYOIMING ...ttt ettt ettt sieenaean — - Y
B o] 71 O RPRRRP PR 475 295 -
TOtAl SLALES ...veeeeieenieeiieieete ettt _ 21 7 29

The Company considers its equipment, furniture and fixtures and owned buildings to be in good
condition. The Company has its own construction supervisors who engage local contractors to selectively
remodel and upgrade its lending facilities throughout the year.
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The Company’s leases typically require the Company to pay all maintenance costs, insurance costs
and property taxes. For additional information concerning the Company’s leases, see Item 8. Financial
Statements and Supplementary Data, Note 10 of “Notes to Consolidated Financial Statements.”

ITEM 3. LEGAL PROCEEDINGS

On August 6, 2004, James E. Strong filed a purported class action lawsuit in the State Court of
Cobb County, Georgia against Georgia Cash America, Inc., Cash America International, Inc. (together with
Georgia Cash America, Inc., “Cash America”), Daniel R. Feehan, and several unnamed officers, directors,
owners and “stakeholders” of Cash America. The lawsuit alleges many different causes of action, among
the most significant of which is that Cash America has been making illegal payday loans in Georgia in
violation of Georgia’s usury law, the Georgia Industrial Loan Act and Georgia’s Racketeer Influenced and
Corrupt Organizations Act. Community State Bank (“CSB”) for some time made loans to Georgia residents
through Cash America’s Georgia operating locations. The complaint in this lawsuit claims that CSB is not
the true lender with respect to the loans made to Georgia borrowers and that its involvement in the process is
“a mere subterfuge.” Based on this claim, the suit alleges that Cash America is the “de facto” lender and is
illegally operating in Georgia. The complaint seeks unspecified compensatory damages, attorney’s fees,
punitive damages and the trebling of any compensatory damages. The parties are currently in dispute over
the scope of the discovery requests made by the plaintiffs, and Cash America has appealed a recent State
Court discovery ruling on this issue. Cash America is also seeking enforcement of the arbitration provisions
and has filed a Motion to Stay and Compel Arbitration with the State Court. The Company believes that the
plaintiffs’ claims in this suit are without merit and is vigorously defending this lawsuit. There is also a
related federal court action pending, wherein Cash America and CSB commenced a federal lawsuit in the
U.S. District Court for the Northern District of Georgia seeking to compel Plaintiffs to arbitrate their claims
against Cash America and CSB. The U.S. District Court dismissed the federal action for lack of subject
matter jurisdiction, and Cash America and CSB have appealed the dismissal of their complaint to the U.S
Court of Appeals for the 11th Circuit. Oral arguments on this appeal took place in November 2006 and
Cash America is awaiting the appellate court’s decision. The Strong litigation is still at a very early stage,
and neither the likelihood of an unfavorable outcome nor the ultimate liability, if any, with respect to this
litigation can be determined at this time.

The Company is a defendant in lawsuits encountered in the ordinary course of its business. Certain
of these matters are covered to an extent by insurance. In the opinion of management, the resolution of
these matters will not have a material adverse effect on the Company’s financial position, results of
operations or liquidity.

ITEM 4. SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS

There were no matters submitted to the Company’s security holders during the fourth quarter ended
December 31, 2006.
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PART II

ITEM 5. MARKET FOR REGISTRANT’S COMMON EQUITY, RELATED STOCKHOLDER
MATTERS AND ISSUER PURCHASES OF EQUITY SECURITIES

(a) Market for Registrant’s Common Equity

The New York Stock Exchange is the principal exchange on which Cash America International, Inc.
common stock is traded under the symbol “CSH”. There were 655 stockholders of record (not including
individual participants in security listings) as of February 14, 2007. The high, low and closing sales prices
of common stock as quoted on the composite tape of the New York Stock Exchange and cash dividend
declared per share during 2006 and 2005 were as follows:

First Second Third Fourth
Quarter Quarter Quarter Quarter

2006

Highooceeeeee e $ 3005 $ 3487 $ 4000 S 4798

LOW et 22.80 28.76 30.67 37.77

CLOSE .ttt 30.02 32.00 39.08 46.90

Cash dividend declared per share..............cccceeenee 0.025 0.025 0.025 0.025
2005

Highiooc e $§ 2995 § 2355 § 2184 § 2455

LOW ettt 21.40 13.45 19.00 19.40

CLOSE ..ttt 21.93 20.12 20.75 23.19

Cash dividend declared per share.............ccccoveeeee. 0.025 0.025 0.025 0.025
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(c) Issuer Purchases of Equity Securities

The following table provides the information with respect to purchases made by the Company of
shares of its common stock during each of the months in 2006:

Total Number of Maximum Number
Total Number  Average  Shares Purchased as  of Shares that May
of Shares Price Paid Part of Publicly Yet Be Purchased
Period Purchased Per Share Announced Plan Under the Plan V
January 1 to January 31 ......... 3,2809  § 23.67 — 1,321,200
February 1 to February 28...... 6,167% 26.65 — 1,321,200
March 1 to March 31 ............. 514®@ 29.19 — 1,321,200
Total first quarter................ 9.961 25.80 —
April 1 to April 30 ................. 418? 32.35 — 1,321,200
May 1 to May 31.....cccceuvennee. 46,410@ 31.59 45,500 1,275,700
June 1 to June 30.................... 70,357® 30.30 70,000 1,205,700
Total second quarter........... 117,185 30.82 115,500
July 1 to July 31..coeverrnnee. 448@ 34.47 — 1,205,700
August 1 to August 31 ........... 35,258@ 33.48 35,000 1,170,700
September 1 to September 30 306 37.50 — 1,170,700
Total third quarter............... 36,012 33.52 35,000
October 1 to October 31......... 308® 40.88 — 1,170,700
November 1 to November 30. 107,145? 43.74 106,000 1,064,700
December 1 to December 31.. 289@ 46.04 — 1,064,700
Total fourth quarter ............ 107,742 43.74 106,000
Total 2006..........cccuu...... 270,900 $ 36.13 256,500

M On April 20, 2005, the Board of Directors authorized the Company’s repurchase of up to a total of 1,500,000 shares
of its common stock and terminated the open market purchase authorization established in 2002. Maximum number
of shares that may yet be purchased represents the shares under the 2005 authorization.

@ Includes shares purchased on behalf of participants relating to the Company’s Non-Qualified Savings Plan of 423;
1,645; 514; 418; 910; 357; 448; 258; 306; 308; 1,145 and 289 for each of the twelve months in 2006, respectively.
Also includes 2,857 and 4,522 shares received as partial tax payments for shares issued under stock-based
compensation plans for the months of January and February, respectively.
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ITEM 6. SELECTED FINANCIAL DATA

Five-Year Summary of Selected Consolidated Financial Data of Continuing Operations
(dollars in thousands, except per share data)

Statement of Income Data ®

Total revenue .......ccccoeveeeevenienenerineecereeenen
Income from operations .........c.cceeeueveereeneeenenne
Income from continuing operations before
income taxes ™ .......c..ccocorioereeieeeee e
Income from continuing operations ...................
Income from continuing operations per share:

Balance Sheet Data at End of Year ©
Pawn 10ans ..........coooveeeeiiiiiie e
Cash advances, Net..........cccoevvveviveeieiiiieee e
Merchandise held for disposition, net................
Working capital.........cccoceevvvevieniiicieiieieeeee
Total aSSEtS....ccvvieeuiieciieeiie ettt
Total debt .....ooovvveeiiiiicei e
Stockholders’ equity .......cceeeververieriieieeieneienenn

Ratio Data at End of Year ©
CUITENE TALIO ..eeeeeiieeeieee et
Debt to equity ratio .......ccceeeeereerienieiieiereeeene

Owned and Franchised Locations at Year End ©
Pawn lending operations ..........c.ccoeceevevieniennenne
Cash advance operations ‘“.........c.ccceeeeeierenenne.
Check cashing operations @ ...........cccooovvevnncn.

0] 7: | POt

(Unaudited)
Year Ended December 31,

2006 2005 2004 2003 2002
$693,214 $594,346 $469,478 $388,635 $350,501
$104,019 $ 80,712 $ 61,413 $ 41,819 $ 27,872
$ 96,168 $ 70,882 $ 55,023 $ 34,325 $ 19,313
$ 60,940 $ 44,821 $ 34,965 $ 22,030 $ 11,917
$ 2.05 $ 1.53 $ 123 $ 0.6 $ 049
$  2.00 $ 148 $ 1.18 $ 0383 $ 048
$ 0.10 $ 0.10 $ 037 $ 0.07 $ 0.05

29,676 29,326 28,468 25,649 24,491

30,532 30,206 29,584 26,688 24,841
$127,384 $115,280 $109,353 $ 81,154 $ 78,615
$ 79,975 $ 40,704 $ 36,490 $ 28,401 $ 2,639
$ 87,060 $ 72,683 $ 67,050 $ 49,432 $ 49,564
$259,813 $232,556 $209,463 $156,142 $118,619
$776,244 $598,648 $555,165 $377,194 $287,006
$219,749 $165,994 $166,626 $148,040 $137,000
$440,728 $374,716 $333,936 $276,493 $192,335

3.2x 4.8x 4.6x 4.3x 4.0x
49.9% 44.3% 49.9% 53.5% 71.2%
487 464 452 405 409
295 286 253 154 2
136 136 134 135 135
918 886 839 694 546

@ In September 2004, the Company sold its foreign pawn lending operations. The amounts for all periods presented have been
reclassified to reflect the foreign operations as discontinued operations. In addition, in September 2001, the Company announced
plans to exit the rent-to-own business. The amounts for 2002 also reflect the reclassified rent-to-own business as discontinued

operations.

® See “Management’s Discussion and Analysis of Financial Condition and Results of Operations” and “Financial Statements and
Supplementary Data” for amounts related to the gain from termination of a lease contract in 2006, the details of discontinued

operations for years 2003 through 2005 and the gain from disposal of asset for 2003.

© Includes cash advance locations only.
@ Mr. Payroll locations only.
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ITEM7. MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION
AND RESULTS OF OPERATIONS

GENERAL

The Company provides specialty financial services to individuals in the United States. These
services include secured non-recourse loans, commonly referred to as pawn loans, to individuals through its
pawn lending operations, unsecured cash advances in selected lending locations and on behalf of
independent third party lenders in other locations, and check cashing and related financial services through
many of its lending locations and through franchised and Company-owned check cashing centers. The
pawn loan portfolio generates finance and service charges revenue. A related activity of the pawn lending
operations is the disposition of collateral from unredeemed pawn loans. In September 2006, the Company
began offering online cash advances over the internet and began arranging loans on behalf of independent
third party lenders over the internet in November 2006. Prior to September 7, 2004, the Company also
provided financial services to individuals in the United Kingdom and Sweden (the “foreign pawn lending
operations”). In September 2004, the Company sold its foreign pawn lending operations. The results of the
foreign pawn lending operations have been reclassified as discontinued operations for all of the periods
presented. See discussions of Discontinued Operations below and at Note 17 of Notes to Consolidated
Financial Statements.

On September 15, 2006, the Company, through its wholly-owned subsidiary Cash America Net
Holdings, LLC, purchased substantially all of the assets of The Check Giant, LLC (“TCG”). TCG offered
short-term cash advances over the internet under the name “CashNetUSA”. The Company paid an initial
purchase price of approximately $35.9 million in cash and transaction costs of approximately $2.9 million,
and has continued to use the CashNetUSA trade name in connection with its online operations. The
Company’s consolidated financial statements include the operating results of CashNetUSA from the date of
acquisition. The Company has also agreed to pay up to five supplemental earn-out payments during the two
year period after the closing. The amount of each supplemental payment will be based on a multiple of
earnings attributable to CashNetUSA’s business for the twelve months preceding the date of determining
each scheduled supplemental payment. Each supplemental payment will be reduced by amounts previously
paid. The supplemental payments are to be paid in cash; the Company may, at its option, pay up to 25% of
each supplemental payment in shares of its common stock based on an average share price as of the
measurement date. Substantially all of these supplemental payments will be accounted for as goodwill. The
terms and method of calculating these supplemental payments are described more fully in the asset purchase
agreement. The first supplemental payment of approximately $33.8 million, which was paid in February 2007
in cash, was based on the trailing twelve months earnings of CashNetUSA through December 31, 2006 and
reflects adjustments for amounts previously paid.

In December 2004, the Company acquired the pawn operating assets of Camco, Inc., which
operated under the tradename “SuperPawn” in four states in the western United States. SuperPawn was a
41-store chain based in Las Vegas, Nevada at the time of the acquisition. This transaction provided the
Company its initial entry into the western United States for pawn lending activities. See Note 3 of Notes to
Consolidated Financial Statements. Effective August 1, 2003, the Company, through its wholly-owned
subsidiary, Cashland Financial Services, Inc. (“Cashland”), purchased substantially all of the assets of
Cashland, Inc., a privately-owned consumer finance company based in Dayton, Ohio, with 121 cash
advance locations at the time of the acquisition.

As of December 31, 2006, the Company had 918 total locations offering products and services to its
customers. The Company operates in three segments: pawn lending, cash advance (including CashNetUSA)
and check cashing.

As of December 31, 2006, the Company’s pawn lending operations consisted of 487 pawnshops,
including 475 Company-owned units and 12 unconsolidated franchised units located in 22 states in the
United States. During the three year period ended December 31, 2006, the Company acquired 70 operating
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units, established 12 locations, and combined or closed 5 locations for a net increase in owned pawn lending
units of 77. In addition, it acquired or opened 10 franchise locations, and either terminated or converted five
locations to Company-owned locations.

At December 31, 2006, the Company’s cash advance operations operated 295 cash advance
locations in seven states. For the three year period ended December 31, 2006, the Company acquired 33
operating units, established 118 locations, and combined or closed 10 locations for a net increase in cash
advance locations of 141. CashNetUSA serves multiple markets through its internet distribution channel
and had cash advances outstanding in 29 states as of December 31, 2006.

As of December 31, 2006, the Company’s check cashing operations consisted of 131 franchised and
five company-owned check cashing centers in 18 states.

DISCONTINUED OPERATIONS

In September 2004, in order to dedicate its strategic efforts and resources on the growth
opportunities of its pawn lending and cash advance activities in the United States, the Company sold its
foreign pawn lending operations in the United Kingdom and Sweden to Rutland Partners LLP and received
approximately $104.9 million in cash after paying off the outstanding balance of the multi-currency line of
credit, and notes receivable valued at $8.0 million. The Company realized a gain on the sale of $19.0
million ($15.4 million net of related tax). The results of the foreign pawn lending operations have been
reclassified as discontinued operations for all periods presented in accordance with the Statement of
Financial Accounting Standards No. 144, *““Accounting for the Impairment or Disposal of Long-Lived
Assets” in the accompanying consolidated financial statements. Income from discontinued operations was
$6.5 million (excluding gain on the sale) for 2004. See Note 17 of Notes to Consolidated Financial
Statements. Income from discontinued operations of $197,000 for 2005 principally represents a change in
the U.S. tax provision on the sale resulting from the final tax adjustments to the 2004 foreign pawn lending
operations’ tax returns.

CRITICAL ACCOUNTING POLICIES AND ESTIMATES

Management’s Discussion and Analysis of Financial Condition and Results of Operations is based on the
Company’s consolidated financial statements, which have been prepared in accordance with accounting
principles generally accepted in the United States. The preparation of these financial statements requires
management to make estimates and assumptions that affect the reported amounts of assets and liabilities,
and disclosure of contingent assets and liabilities, at the dates of the financial statements and the reported
amounts of revenues and expenses during the reporting periods. On an on-going basis, management
evaluates its estimates and judgments, including those related to revenue recognition, merchandise held for
disposition, allowance for losses on cash advances, long-lived and intangible assets, income taxes,
contingencies and litigation. Management bases its estimates on historical experience, empirical data and
on various other assumptions that are believed to be reasonable under the circumstances, the results of
which form the basis for making judgments about the carrying values of assets and liabilities. Actual results
may differ from these estimates under different assumptions or conditions. The development and selection
of the critical accounting policies and the related disclosures below have been reviewed with the Audit
Committee of the Board of Directors.

Management believes the following critical accounting policies affect its more significant
judgments and estimates used in the preparation of its consolidated financial statements.

Finance and service charges revenue recognition. The Company accrues finance and service charges
revenue only on those pawn loans that the Company deems collectible based on historical loan redemption
statistics. Pawn loans written during each calendar month are aggregated and tracked for performance. Loan
transactions may conclude based upon redemption, renewal, or forfeiture of the loan collateral. The
gathering of this empirical data allows the Company to analyze the characteristics of its outstanding pawn
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loan portfolio and estimate the probability of collection of finance and service charges. If the future actual
performance of the loan portfolio differs significantly (positively or negatively) from expectations, revenue
for the next reporting period would be likewise affected.

Due to the short-term nature of pawn loans, the Company can quickly identify performance trends.
For 2006, $146.6 million, or 98.1%, of recorded finance and service charges represented cash collected from
customers and the remaining $2.8 million, or 1.9%, represented an increase in the finance and service
charges receivable during the year. At the end of the current year and based on the revenue recognition
method described above, the Company had accrued $25.4 million of finance and service charges receivable.
Assuming the year-end accrual of finance and service charges revenue was over estimated by 10%, finance
and service charges revenue would decrease by $2.5 million in 2007 and net income would decrease by $1.6
million. Some or all of the decrease would potentially be mitigated through the profit on the disposition of
the related forfeited loan collateral.

Merchandise held for disposition. Merchandise held for disposition consists primarily of forfeited
collateral from pawn loans not repaid. The carrying value of the forfeited collateral is stated at the lower of
cost (cash amount loaned) or market. Management provides an allowance for shrinkage and valuation based
on its evaluation of the merchandise. Because pawn loans are made without recourse to the borrower, the
Company does not investigate or rely upon the borrower’s creditworthiness, but instead bases its lending
decision on an evaluation of the pledged personal property. The amount the Company is willing to finance is
typically based on a percentage of the pledged personal property’s estimated disposition value. The
Company uses numerous sources in determining an item’s estimated disposition value, and include the
Company’s automated product valuation system as well as catalogs, “blue books”, newspapers, internet
research and previous experience with similar items. The Company performs a physical count of its
merchandise in each location on a cyclical basis and reviews the composition of inventory by category and
age in order to assess the adequacy of the allowance, which was $1.9 million, representing 2.1% of the
balance of merchandise held for disposition at December 31, 2006. Adverse changes in the disposition
value of the Company’s merchandise may require an increase in the valuation allowance.

Allowance for losses on cash advances. The Company maintains an allowance for losses on Company-
owned cash advances (including fees and interest) and accrues losses for third-party lender-owned cash
advances at a level estimated to be adequate to absorb credit losses in the outstanding combined cash
advance portfolio. The cash advance product primarily serves a customer base of non-prime borrowers.
These advances are typically single payment cash advances with a typical term of seven to 45 days. Cash
advances written during each calendar month are aggregated and tracked to develop a performance history.
The Company stratifies the outstanding portfolio by age, delinquency and stage of collection when assessing
the adequacy of the allowance for losses. The Company uses current portfolio performance, the
performance of cash advances made twelve months ago and portfolio collection history to develop expected
loss rates used in determining the allowance. Increased defaults and credit losses, which could occur during
a national or regional economic downturn or for other reasons, could require an increase in the allowance.
Since cash advances are unsecured, unlike pawn loans, the portfolio’s performance depends on the
Company’s ability to collect on defaulted loans. The Company believes it effectively manages the risks
inherent in this product by utilizing a variety of underwriting criteria to evaluate prospective borrowers,
maintaining a customer database to track individual borrowers’ performance and by closely monitoring the
performance of the portfolio. Any remaining unpaid balance of a cash advance is charged off once it has
been in default for 60 days or sooner if deemed uncollectible. At December 31, 2006, allowance for losses
on cash advances was $19.5 million and accrued losses on third-party lender-owned cash advances were
$1.2 million, in aggregate representing 16.6% of the combined cash advance portfolio.

During fiscal year 2006, the cash advance loss provision for the combined cash advance portfolio,
which increases the allowance for loan losses, was $59.6 million and reflects 5.1% of gross combined cash
advances written by the Company and third-party lenders. If future loss rates increased, or decreased, by
10% (0.51%) from 2006 levels, the cash advance loss provision would increase, or decrease, by $6.0 million
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and net income would decrease, or increase, by $3.9 million, assuming the same volume of cash advances
written in 2006.

Valuation of long-lived and intangible assets. The Company assesses the impairment of long-lived assets
whenever events or changes in circumstances indicate that the carrying value may not be recoverable.
Intangible assets having an indefinite useful life are tested for impairment annually, or more frequently if
events or changes in circumstances indicate that the assets might be impaired. Factors that could trigger an
impairment review include significant underperformance relative to expected historical or projected future
cash flows, significant changes in the manner of use of acquired assets or the strategy for the overall
business, and significant negative industry trends. When management determines that the carrying value of
long-lived and intangible assets may not be recoverable, impairment is measured based on the excess of the
assets’ carrying value over the estimated fair value.

Income Taxes. As part of the process of preparing its consolidated financial statements, the Company is
required to estimate income taxes in each of the jurisdictions in which it operates. This process involves
estimating the actual current tax exposure together with assessing temporary differences in recognition of
income for tax and accounting purposes. These differences result in deferred tax assets and liabilities and are
included within the Company’s consolidated balance sheet. Management must then assess the likelihood
that the deferred tax assets will be recovered from future taxable income and, to the extent it believes that
recovery is not likely, it must establish a valuation allowance. An expense, or benefit, is included within the
tax provision in the statement of operations for any increase, or decrease, in the valuation allowance for a
given period.

Management judgment is required in determining the provision for income taxes, the deferred tax
assets and liabilities and any valuation allowance recorded against net deferred tax assets. The valuation
allowance is based on Company estimates of capital gains expected to be recognized during the period over
which the capital losses may be used to offset such gains. If the Company were to determine that it could not
realize all or part of its other net deferred tax assets in the future, it would have to charge an adjustment to
the deferred tax assets to the provision for income taxes in the period that such determination was made.
Likewise, should the Company determine that it could in the future realize its deferred tax assets in an
amount exceeding the net recorded amount, it could adjust the deferred tax assets to reduce the provision for
income taxes in the period that such determination was made.

RECENTLY ISSUED ACCOUNTING STANDARDS

In June 2006, Financial Accounting Standards Board (“FASB”) issued Interpretation No. 48,
“Accounting for Uncertainty in Income Taxes” (“FIN 48”). FIN 48 requires that a more-likely-than-not
threshold be met before the benefit of a tax position may be recognized in the financial statements and
prescribes how such benefit should be measured. It requires that the new standard be applied to the balances
of assets and liabilities as of the beginning of the period of adoption and that a corresponding adjustment be
made to the opening balance of retained earnings. FIN 48 will be effective for fiscal years beginning after
December 15, 2006. The Company is evaluating the potential effect of FIN 48, but does not expect it to
have a material effect on the Company’s consolidated financial position or results of operations.

In September 2006, FASB issued Statement of Financial Accounting Standards No. 157, “Fair Value
Measurements™ (“SFAS 157”). SFAS 157 defines fair value to be the price that would be received to sell
an asset or paid to transfer a liability in an orderly transaction between market participants at the
measurement date and emphasizes that fair value is a market-based measurement, not an entity-specific
measurement. It establishes a fair value hierarchy and expands disclosures about fair value measurements in
both interim and annual periods. SFAS 157 will be effective for fiscal years beginning after November 15,
2007 and interim periods within those fiscal years. The Company does not expect SFAS 157 to have a
material effect on the Company’s consolidated financial position or results of operations, but anticipates
additional disclosures when it becomes effective.
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RESULTS OF CONTINUING OPERATIONS

The following table sets forth the components of consolidated statements of operations as a
percentage of total revenue for the periods indicated.

Year Ended December 31,
2006 2005 2004
Revenue
Finance and service charges...........ocevveevieevivenvenvennesnesveennens 21.6% 23.5% 23.6%
Proceeds from disposition of merchandise .............cccccvevvennnen. 48.4 50.7 533
Cash advance fees.......cccveviiieiiiieiieceeceeee e 28.1 23.9 21.1
Check cashing fees, royalties and other.............cccocceeiiiinnenn. 1.9 1.9 2.0
Total REVENUE. .........cocoiiiiiiiiiiieee ettt 100.0 100.0 100.0
Cost of Revenue
Disposed merchandise ..........c.ccooererieneneeniineniienenieeseeens 29.6 30.9 32.8
Net Revenue. .........cocooviiiiiiiiiiniiiiiiiceccececeee e 70.4 69.1 67.2
Expenses
OPETALIONS ....veevvieiieeiieeireerteesteesteesaesereebeeseeseesseesssesssessseesseens 35.5 37.1 36.9
Cash advance 10SS ProvisSion .........ccoecveecveeevierieenieenieeneesnennenns 8.6 7.2 5.0
AdMINISEration .......coocviiiieiieierie e 7.4 7.3 8.5
Depreciation and amortization...........c..cceerveeveecveeneenreeseenenns 3.9 3.9 3.7
Total EXPEnSES.........ccccvevviiiiiiiieiieeiie et 554 55.5 54.1
Income from Operations ...............ccccceeveiieeriieecieerie e 15.0 13.6 13.1
INLETESt EXPENSE...eviiierieeiiieeiireeiieeieeeireeereeereesveeereeeereeeenas 1.7 (1.8) (1.7)
INEErest INCOME. ...cuviriieiieiieiieeteeeee et 0.3 0.3 0.1
Foreign currency transaction (10SS) gain.........c.cccvevvverveerenennen. — (0.2) 0.2
Gain from termination of contract .............cceeeeevveevieeecreeennen. 0.3 — —
Income from Continuing Operations before Income Taxes.. 13.9 11.9 11.7
Provision for iNCOME taXes.........ceevveevreerreeriesreereereereeseeesenns 5.1 4.4 4.3
Income from Continuing Operations..............c...cccceevevveeennen. 8.8% 1.5% 7.4%
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The following tables set forth certain selected consolidated financial and non-financial data as of
December 31, 2006, 2005 and 2004, and for each of the three years then ended ($ in thousands unless noted

otherwise) related to the Company’s continuing operations.

Year Ended December 31,
2006 2005 2004
PAWN LENDING OPERATIONS:

Pawn loans
Annualized yield on pawn 10ans .........ccccoeeveveeeecienenenenineneeeeeeene 123.6% 124.8% 131.1%
Total amount of pawn loans written and renewed.............c.ccceeveeveennenne. $ 474,046 $ 438,955 $ 336,021
Average pawn loan balance outstanding .............cccoeevevineneeiiecienene $ 120,930 $ 112,031 § 84,283
Average pawn loan balance per average location in operation .............. $ 262 $ 251 $ 211
Ending pawn loan balance per location in operation .............c..cccveveene... $ 268 $ 253 $ 248
Average pawn loan amount at end of year (not in thousands)................ $ 107 $ 95 $ 89
Profit margin on disposition of merchandise as a percentage of

proceeds from disposition of merchandise ............ccccevevevciereenieennne. 38.9% 39.0% 38.5%
Average annualized merchandise tUIMOVET ............ccoeceerierierieeieneieeens 2.7x 2.7x 3.0x
Average balance of merchandise held for disposition per average

location in OPETAtiON ..........c.coveviviiieeieeieiceeeeeeee et $ 165 $ 151 $ 130
Ending balance of merchandise held for disposition per location in

OPEIALION ...ttt te et et e et ete et eaeete et easeveeteaseteeseaseteeneanas $ 183 $ 159 $ 151
Pawnshop locations in operation —
Beginning of year, OWned ..........cccevveeiircieiieiieneeie e 456 441 398
ACQUITEA ..ottt enae s ees 19 9 42
SEATT-UPS ettt e et e et e e bae e b e e aaeeaee s 2 7 3
Combined 01 ClOSEd ........eccveieieriieiieie et e _@ @ _(2
End of year, OWNed ........cooovveiieierieiieeee e 475 456 441
Franchise locations at end of year..........ccoccveveveeerienienieeieeiecene _12 _8 11
Total pawnshop locations at end of year..........ccocceeveveenieneennnnne. 487 464 452
Average number of owned pawnshop locations in operation............ 462 447 399
Cash advances ©
Pawn locations offering cash advances at end of year ............cccccoeueneee. 425 441 425
Average number of pawn locations offering cash advances .................. 425 430 391
Amount of cash advances written at pawn locations:

Funded by the COMPANY ........cocvvveeieriieeieiieeeeteeeeeeteeeee e $ 66,952 $ 64,184 $ 37,527

Funded by third-party lenders @@ ..., 207,732 211.191 182.776
Aggregate amount of cash advances written at pawn locations @ ® ... $ 274,684 $ 275375 $ 220,303
Number of cash advances written at pawn locations (not in thousands):

By the Company........c.ccccecererinenininieeeeeeeteseese e 213,467 223,639 138,386

By third-party lenders @@ ..., 480,649 574,442 536,622
Aggregate number of cash advances written at pawn locations @@ ... 694,116 798,081 675,008
Cash advance customer balances due at pawn locations (gross):

Owned by Company ©............o.covivieeeeeeeeeeeeeeeeeeeeeee s $ 8448 $ 9657 $ 11,733

Owned by third-party lenders ®.............cccooeveeeeeeeeeeeeeeeeeseeeeres 11,202 9.697 6,585
Aggregate cash advance customer balances due (gross) at pawn

10€atIONS @ V... $ 19650 $ 19354 $ 18318

(Continued on Next Page)
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CASH ADVANCE OPERATIONS ©:
Amount of cash advances written:
By the COMPANY......ccieciieieriieiieieeeeeieee et ees
By third-party lenders ™™ ...
Aggregate amount of cash advances written ™™ ...........c..cooniniiiinene

Number of cash advances written (not in thousands):
By the COMPANY.....cooiiiiiiieriieieeeeeete ettt
By third-party lenders @@ ..o,

Aggregate number of cash advances written ™ ...,

Cash advance customer balances due (gross):
Owned by Company © ...........coooiiiioeeeeeeeeeeeeeeeeeeeeee e
Owned by third-party lenders @ ............occoooveveeeeeeeeeeeeeeeeeeeeeeseees
Aggregate cash advance customer balances due (gross) ™ .................

Cash advance locations in operation —

Beginning of Year.......coocveiiiiiieieeeeeeee e
ACUITE ...t
N3 A 1 PRSP
Combined or CloSed ..........ceoueiiiiiiiieieeeeee e

ENd Of YEAT ..c.eiiiiiiie e

Average number of cash advance locations in operation.....................

CONSOLIDATED CASH ADVANCE PRODUCT SUMMARY © ®(©;
Amount of cash advances written:
Funded by the COmpPany ............ccceeceeeierienieniieiesee e
Funded by third-party lenders @@ ..o

Aggregate amount of cash advances written @@ ...

Number of cash advances written (not in thousands):
By the COmMPANY ....coceeiiiriiiiiiieieeeeeee e
By third-party lenders @@ ..o,

Aggregate number of cash advances written "™ ...,

Average amount per cash advance written (not in thousands):
Funded by the COmpany ...........cccoecerierieneeieeie e
Funded by third-party lenders @@ ..o,

Aggregate average amount per cash advance® ...

Cash advance customer balances due (gross):
Owned by the Company @ ...........cccoovoiieieeeeeeeeeeeeeeeeeee e
Owned by third-party lenders @ ..............coocoovorieoeeeeeeeeeceeeeeeenn,
Aggregate cash advance balances due (gross) @ © ...,

Total locations offering cash advances at end of year...........cccceeveneeee.
Average total locations offering cash advances.............ccoeeverieeieerennnnne.

(Continued on Next Page)
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Year Ended December 31,

2006 2005 2004
$ 750,234 $ 509,732 $ 371,346
152,845 145,228 56,097

$ 903,079 $ 654960 $ 427,443
2,097,176 1,442,816 1,101,923
298.831 347,772 150.254
2,396,007 1,790,588 1,252,177
$ 91,040 $ 37,706 S 29,788
13,485 7215 3,564

$ 104,525 $ 44921 S 33352
286 253 154

— 1 32

12 34 72

K)) _(2 _

295 286 253

290 271 192

$ 817,186 $ 573916 $ 408,873
360,577 356,419 238.873
$1,177.763  $ 930,335 S 647,746
2,310,643 1,666,455 1,240,309
779.480 922214 686.876
3,090,123 2,588,669 1,927,185
$ 354§ 344§ 330
463 386 348

$ 381 S 359§ 336
$ 99488 $ 47363 $ 41,521
24,687 16912 10.149

$ 124175 $ 64275 S 51670
720 727 678

715 701 642



CHECK CASHING OPERATIONS (Mr. Payroll):

Centers in operation at end of year:

Company-owned 10CatioNS...........cecverveeierienieiieie et

(2)

Franchised locations ™ ...........cccooiriririieiinineccecee e
Combined centers in operation at end of year ®..............c..ccocoovevrrrunnnne.

Revenue from Company-owned 10cations............ccccceveerienencenieneeennne
Revenue from franchise royalties and other ..............ccoceeviiiiiiinennnne
Total 1VENUE V.........ooeooeeeeeeee e

Face amount of checks cashed:

Company-owned 10CatioNS..........cceceerveeiieieniieiieieeee e eae e

(@)

Franchised 10Cations "™ ...........coooviiiiiieiiieie e
Combined face amount of check cashed @.........ooovieoeeeeeeeeeeeen.

Fees collected from customers:
)

Company-owned 10cations @ .............ccoocooeeieeeeeeeeeeeeeeeeeeeees

()

Franchised 10cations ™ ............coooiiiiiiiiiiiiiieeeeee et

(2)

Combined fees collected from customers ™ ..........cooovvvveveeeeeiiiiiineeeeeenn.

Fees as a percentage of check cashed:

Company-owned [0CatIONS ........cc.ererirerieiieieiee e

(@

Franchised 10cations ™ ............ccoooiiieiiinieieeeeseeseee e
Combined fees as a percentage of check cashed ™...........c.cccvevveiiennnnnn.

Average check cashed (not in thousands):

Company-owned 10CatioNS...........ccocveveeeieeienieiieie et

(2)

Franchised locations ™ ...........cccooiiiriniieiinieeccecee e
Combined average check cashed @ .........c.ccooovvoveeoevoeeeeeeeeeceeee s

Year Ended December 31,

2006 2005 2004
5 5 6

131 131 128

136 136 134

$ 569 $ 565 $ 607
3,356 3.254 2.979

$ 395 § 3819 $ 3586
$ 38446 $ 38699 $ 39,171
1,269,724 1,181,682 1.093.456
$1,308,170  $1.220381  $1,132,627
$ 569 $ 565 $ 607
17,889 16.399 15.053

$ 18458 $ 16964 $ 15660
1.5% 1.5% 1.5%

14 14 14
14% 1.4% 1.4%

$ 393§ 386 S 376
421 386 372

$ 420 $ 386 $ 372

@ Non-GAAP presentation. For informational purposes and to provide a greater understanding of the Company’s businesses.
Management believes that information provided with this level of detail is meaningful and useful in understanding the activities and

business metrics of the Company’s operations.

® Includes cash advance activities at the Company’s pawn lending locations.
© Amounts recorded in the Company’s consolidated financial statements.
@ Cash advances written by third-party lenders that were arranged by the Company on behalf of the third-party lenders.

© Includes cash advance activities at the Company’s cash advance locations and through the Company’s internet distribution channel.
® Includes (i) cash advances written by the Company, and (ii) cash advances written by third-party lenders that were arranged by the

Company on behalf of the third-party lenders.
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OVERVIEW

Components of Consolidated Net Revenue. Consolidated net revenue is total revenue reduced by the cost
of merchandise sold in the period. It represents the income available to satisfy expenses and is the measure
management uses to evaluate top line performance. The components of consolidated net revenue are pawn
related net revenue, consisting of finance and service charges from pawn loans plus profit from the
disposition of merchandise; cash advance fees and other revenue which is comprised mostly of check
cashing fees but includes royalties and other revenue items. Growth in cash advance fees has increased the
related contribution of the cash advance products to consolidated net revenue during each of the three years
of 2006, 2005 and 2004. The growth in cash advance fees is primarily attributable to higher average
balances owed by customers, the addition of new units and the recent addition of cash advances made over
the internet beginning in mid-September of 2006. While lower as a percent of total net revenue, pawn
related net revenue remains the largest component of net revenue at 57.4%, 62.7% and 65.6% for 2006,
2005 and 2004, respectively. Management believes that the inclusion of the online cash advance business
for a full twelve months in 2007 will cause cash advance fees to be the largest component of net revenue
next year. The following graphs show consolidated net revenue and depicts the mix of the components of
net revenue for the years ended December 31, 2006, 2005 and 2004:

2006 2005 2004
$488.3 million $410.5 million $315.6 million
2.6% 2. 7% 3.0%

e

40.0%

26.8% 28.7% 30.6%
B Finance and service charges O Cash advance fees
& Profit from the disposition of O Other revenue

merchandise
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Contribution to Increase in Net Revenue. Cash advance fees, including cash advance fees generated in
pawn lending locations, have increased primarily because of higher average balances owed by customers,
the growth and development of newly opened cash advance locations and the recent addition of cash
advances made over the internet. As illustrated below, these increases represented 68.2% of the overall
increase from 2005 to 2006 and 45.2% of the Company’s overall increase in net revenue from 2004 to 2005.
The increase in pawn related net revenue in the aggregate, combined finance and service charges and profit
from the disposition of merchandise, represented 29.1% of the overall increase in net revenue from
continuing operations for 2006 compared to 53.2% of the overall increase in net revenue in 2005. Other
revenue accounted for 2.7% and 1.6% of the overall increase in net revenue in 2006 and 2005, respectively.
These trends are depicted in the following graphs:

2006 over 2005 2005 over 2004
$77.7 million $94.9 million
27% 15 5% 1.6%

% 30.8%

45.2%

22.4%

B Finance and service charges O Cash advance fees

B Profit from the disposition of

. O] Other revenue
merchandise

Year Ended 2006 Compared to Year Ended 2005

Consolidated Net Revenue. Consolidated net revenue increased $77.7 million, or 18.9%, to $488.3 million
during 2006 from $410.5 million during 2005. The following table sets forth 2006 and 2005 net revenue by
operating segment ($ in thousands):

2006 2005 Increase
Pawn lending operations ............cccceeeveeeveecreerreereenenns $ 323,771 $298,880 $ 24,891 8.3%
Cash advance operations ............cceceevvereverveeveeneenns 160,589 107,848 52,741 48.9
Check cashing operations............ccccceveevierereeeenennn 3.925 3,819 106 2.8
Consolidated net reVenue ........c.eeevveeveeeveeereeereeenenns $488.285 §$410,547 $ 77,738 _18.9%

Higher revenue from the cash advance product, higher finance and service charges from pawn loans
and higher profit from the disposition of merchandise primarily accounted for the increase in net revenue.
Pawn lending operations include cash advance fees from activities within pawn locations.

The components of net revenue are finance and service charges from pawn loans, which increased
$9.7 million; profit from the disposition of merchandise, which increased $12.9 million; cash advance fees
generated from cash advance locations, pawn locations and the internet distribution channel increased $53.0
million; and check cashing fees, royalties and other income increased $2.1 million.
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Finance and Service Charges. Finance and service charges from pawn loans increased $9.7 million, or
6.9%, from $139.8 million in 2005 to $149.5 million in 2006. The increase is primarily due to higher pawn
loan balances attributable to an increased amount of pawn loans written. An increase in the average balance
of pawn loans outstanding contributed $11.1 million of the increase that was offset by a $1.4 million
decrease resulting from the lower annualized yield of the pawn loan portfolio which is a function of the
blend in permitted rates for fees and service charges on pawn loans in all operating locations of the
Company and slightly lower redemption rates. Finance and service charges from same stores (stores that
have been open for at least twelve months) increased $5.1 million, or 3.6%, in 2006 compared to 2005.

The average balances of pawn loans outstanding were 7.9% higher in 2006 than in 2005. The
increase in the average balance of pawn loans outstanding was driven by a 9.5% increase in the average
amount per loan that was partially offset by a 1.5% decrease in the average number of pawn loans
outstanding during 2006. Management believes this decrease could be related to the fact that higher
advance rates on loans secured by gold collateral, such as jewelry, can allow customers to reduce the
number of loans needed to achieve their needs.

Pawn loan balances at December 31, 2006 were $127.4 million, which was 10.5% higher than at
December 31, 2005. Annualized loan yield was 123.6% in 2006, compared to 124.8% in 2005. Same store
pawn loan balances at December 31, 2006 were $8.1 million, or 7.0%, higher than at December 31, 2005.

Profit from the Disposition of Merchandise. Profit from the disposition of merchandise represents the
proceeds received from the disposition of merchandise in excess of the cost of disposed merchandise. The
following table summarizes the proceeds from the disposition of merchandise and the related profit for 2006
as compared to 2005 ($ in thousands):

Year Ended December 31,
2006 2005
Merchan- Refined Merchan-  Refined
dise Gold Total dise Gold Total
Proceeds from disposition  $257,054  $78,498 $335,552  $244,659 $56,843  $301,502
Profit on disposition.......... $106,738 $23,885 $130,623 $102,289 $15,414 $117,703
Profit margin .................... 41.5% 30.4% 38.9% 41.8% 27.1% 39.0%
Percentage of total profit.. 81.7% 18.3% 100.0% 86.9% 13.1% 100.0%

The total proceeds from disposition of merchandise and refined gold increased $34.1 million, or
11.3%, and the total profit from the disposition of merchandise and refined gold increased $12.9 million, or
11.0%, primarily due to higher levels of retail sales and disposition of refined gold. Overall gross profit
margin decreased slightly from 39.0% in 2005 to 38.9% in 2006. Excluding the effect of the disposition of
refined gold, the profit margin on the disposition of merchandise (including jewelry sales) decreased to
41.5% in 2006 from 41.8% in 2005. The profit margin on the disposition of refined gold increased to 30.4%
in 2006 from 27.1% in 2005 primarily due to higher prevailing market prices of gold, which in turn caused
the hedge-adjusted selling price per ounce to increase 25.6% in 2006 compared to 2005. The Company also
experienced an 11.6% increase in the volume of refined gold sold during 2006, which is generally in line
with the increase in pawn loan balances for the period. Proceeds from disposition of merchandise,
excluding refined gold, increased $12.4 million, or 5.1%, in 2006 primarily due to the net addition of 19
pawnshop locations and to the higher levels of retail sales activity that was supported by higher levels of
merchandise available for disposition entering into 2006. The consolidated merchandise turnover rate was
2.7 times in both 2006 and 2005. Management expects that profit margin on the disposition of merchandise
in the near term will likely remain at or slightly below current levels mainly due to higher inventory levels
and an increase in the percentage of refined gold sales, which typically have lower gross profit margins.
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The table below summarizes the age of merchandise held for disposition before valuation allowance
of $1.9 million and $1.8 million, respectively, at December 31, 2006 and 2005 ($ in thousands).

2006 2005
Amount % Amount %
Merchandise held for 1 year or less —
JEWEITY oo $ 52,087 58.6% $ 42,139 56.6%
Other merchandise..........cocceceeviereneneniencneneene 28.302 31.8 24.787 333
80,389 90.4 66.926 89.9
Merchandise held for more than 1 year —
JEWECILY oo 5,280 5.9 4,684 6.3
Other merchandise..........cocceceevievienininencneneeene. 3.261 37 2,873 3.8
8.541 9.6 7,557 10.1
Total merchandise held for disposition.............. § 88,930 100.0% $ 74.483 100.0%

Cash Advance Fees. Cash advance fees increased $53.0 million, or 37.3%, to $195.1 million in 2006 as
compared to $142.1 million in 2005. The increase resulted primarily from the growth and development of
new cash advance units and higher average cash advance balances outstanding during 2006, with some
additional contribution from CashNetUSA since mid-September 2006. As of December 31, 2006, cash
advance products were available in 720 lending locations, including 425 pawnshops and 295 cash advance
locations. In 314 of these lending locations, the Company arranges for customers to obtain cash advance
products from independent third-party lenders for a fee. Cash advance fees from same stores (both pawn
and cash advance locations) increased $14.8 million, or 10.5%, to $156.1 million in 2006 compared to
$141.3 million in 2005. Cash advance fees include revenue from the cash advance portfolio owned by the
Company and fees paid to the Company for credit services rendered to customers in connection with
arranging for customers to obtain cash advances from independent third-party lenders. See further
discussion in Note 4 of Notes to Consolidated Financial Statements. (Although cash advance transactions
may take the form of loans or deferred check deposit transactions, the transactions are referred to throughout
this discussion as “cash advances” for convenience.)

The following table sets forth cash advance fees by operating segment for the years ended
December 31, 2006 and 2005 ($ in thousands):

2006 2005 Increase
Cash advance operations..............c.cceeevereeeereereerenennes $ 151,429 $ 100,663 $ 50,766 50.4%
Pawn lending operations...........ccceeeevvereereennennennne. 43,676 41,405 2,271 5.5
TOtAL. e $195105 $ 142,068 $ 53,037 _37.3%

The amount of cash advances written increased $247.4 million, or 26.6% to $1.2 billion in 2006
from $930.3 million in 2005. These amounts include $360.6 million in 2006 and $356.4 million in 2005
extended to customers by all independent third-party lenders. The average amount per cash advance
increased to $381 from $359 mostly due to changes in permitted loan amounts and adjustments to
underwriting criteria. The outstanding combined portfolio balance of cash advances increased $59.9
million, or 93.2%, to $124.2 million at December 31, 2006 from $64.3 million at December 31, 2005. A
portion of the increase is attributable to the addition of the online distribution channel established through
the acquisition of CashNetUSA in September of 2006 with the remainder related primarily to store maturity
and development during the year. Included in the combined portfolio balance referenced above are $99.5
million and $47.0 million for 2006 and 2005, respectively, which are included in the Company’s
consolidated balance sheets. An allowance for losses of $19.5 million and $6.3 million has been provided in
the consolidated financial statements for December 31, 2006 and 2005, respectively, which is netted against
the outstanding cash advance amounts on the Company’s consolidated balance sheets.

The following table summarizes cash advances outstanding at December 31, 2006 and 2005 and
contains certain non-Generally Accepted Accounting Principles (“non-GAAP”) measures with respect to the
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cash advances owned by third-party lenders that are not included in the Company’s consolidated balance
sheets. The Company believes that presenting these non-GAAP measures is meaningful and necessary
because management evaluates and measures the cash advance portfolio performance on an aggregate basis
($ in thousands).

2006 2005
Funded by the Company ©
Active cash advances and fees receivable ..........ccccooovvveviieiiiicieeeeen, $ 69489 § 32207
Cash advances and fees in COIIECHION...........coveveieiiveieiiceieceeeeeceeeeeeeae 24.499 7.510
Total funded by the Company @ .............c.coccoovvrvivvrveereesnnnn, 93.988 39,717
Funded by third-party lenders ®©
Active cash advances and fees receivable...........cccoeeeeiiiiiiieniieiienen, 24,721 19,548
Cash advances and fees in collection.............cocoeeeeurreeeiceieieseeeeeaes 5,466 5.010
Total funded by third-party lenders ® © ... 30,187 24,558
Combined gross portfolio @ ©@...................cccocoovviiiiiieieeeeeee 124,175 64,275
Less: Elimination of cash advances owned by third-party lenders...... 24,687 16,912
Less: Discount on cash advances assigned by third-party lenders........... — 350
Company-owned cash advances and fees receivable, gross...................... 99,488 47,013
Less: Allowance for IOSSES.........ceereririrrereiirieieieeeisse s sesesenens 19,513 6.309
Cash advances and fees receivable, net..........................ccooooeiiiiiiiiieeen, $ 79975 § 40,704
Allowance for loss on Company-owned cash advances ............c.ccoeeveeernnene $ 19513 $ 6,309
Accrued losses on third-party lender owned cash advances.............cccceunee. 1,153 874

Combined allowance for losses and accrued third-party lender losses... $ 20,666 § 7,183

Combined allowance for losses and accrued third-party lender losses
as a % of combined gross portfolio ® ..., 16.6% 11.2%

@ Cash advances written by the Company in its pawn and cash advance locations and through the Company’s
internet distribution channel.

® Non-GAAP presentation. For informational purposes and to provide a greater understanding of the
Company’s businesses. Management believes that information provided with this level of detail is
meaningful and useful in understanding the activities and business metrics of the Company’s operations.

© Cash advances written by third-party lenders that were arranged by the Company on behalf of the third-party
lenders, all at the Company’s pawn and cash advance locations and through the Company’s internet
distribution channel.

@Includes (i) cash advances written by the Company, and (ii) cash advances written by third-party lenders that
were arranged by the Company on behalf of the third-party lenders, all at the Company’s pawn and cash
advance locations and through the Company’s internet distribution channel.

Cash advance fees related to cash advances originated by all third-party lenders (bank and non-
bank) were $61.6 million in 2006 on $360.6 million in cash advances originated by third-party lenders,
representing 31.1% of combined cash advance revenue and 8.9% of consolidated total revenue of the
Company. The cash advance loss provision expense associated with these cash advances was $19.8 million.
Direct operating expenses, excluding allocated administrative expenses, were $18.4 million, and
depreciation and amortization expense was $1.6 million in 2006. Management estimates that the
approximate contribution before interest and taxes on cash advances originated by all third-party lenders in
2006 was $21.8 million. This estimate does not include shared operating costs in pawn locations where the
product is offered.

In March 2005, the Federal Deposit Insurance Corporation (“FDIC”) issued revised guidelines
affecting certain short-term cash advance products offered by FDIC regulated banks. The revised guidance
applied to the cash advance product that was offered by third-party banks in many of the Company’s
locations. The revised guidance, which became effective July 1, 2005, restricted banks from providing cash
advances to customers for more than three months out of a twelve-month period. In order to address the
short-term credit needs of customers who no longer had access to the banks’ cash advance product, the
Company began offering an alternative short-term credit product in selected markets in 2005. On July 1,
2005, the Company introduced a credit services organization program (the “CSO program”). Under the
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CSO program, the Company acts as a credit services organization on behalf of consumers in accordance
with applicable state laws. Credit services that the Company provides to its customers include arranging
loans with independent third-party lenders, assisting in the preparation of loan applications and loan
documents, and accepting loan payments at the location where the loans were arranged. To assist the
customer in obtaining a loan from a third-party lender through the CSO program, the Company, on behalf of
its customer, guarantees the customer’s payment obligations under the loan to the third-party lender. A
CSO program customer pays the Company a CSO fee for the credit services, including the guaranty, and
enters into a contract with the Company governing the credit services arrangement. The Company is
responsible for losses on cash advances assigned to or acquired by it under its guaranty. At December 31,
2006, the Company offered the CSO program in Texas, Florida and, on a limited basis, Michigan.

As a result of the revised FDIC guidelines, the Company elected to discontinue offering third-party
bank originated cash advances to Michigan customers in July 2005, and to consumers in Texas, Florida and
North Carolina in January 2006. Consumer demand for bank-originated cash advances in Michigan, Florida
and Texas was effectively satisfied by replacing the bank originated cash advance program in those states
with the CSO program instituted by the Company in July 2005. The Company discontinued the CSO
program in Michigan in February 2007, and now offers only cash advances underwritten by the Company to
customers in that state.

During the third quarter of 2005, the Company ceased offering single payment cash advances
originated by third-party banks in California and began offering Company-originated cash advances under
applicable state law. As an additional service alternative to its customers, during the fourth quarter of 2005
the Company introduced third-party commercial bank originated multi-payment installment cash advances
in California and Georgia. The Company discontinued offering multi-payment bank products in Georgia
during the second quarter of 2006 and in California during July 2006 due principally to its third-party
commercial banks’ response to concerns that the FDIC raised to FDIC-supervised banks in late February
2006 regarding the FDIC’s perception of risks associated with FDIC supervised banks’ origination of
certain cash advance products with the assistance of third-party marketers and servicers. These changes had
the effect of lowering the average amount per loan available to customers in California which led to lower
levels of cash advance balances in California during the last half of 2006 and caused reduced profitability in
those locations year over year. This trend in lower profits in California locations is expected to continue for
the first half of 2007 unless offset by an increase in demand and higher balances outstanding.

Management anticipates continued growth in consolidated cash advance fees for fiscal 2007 due to
increased consumer awareness and demand for the cash advance product, higher outstanding balances at
December 31, 2006 compared to December 31, 2005, the addition of the internet distribution channel
through CashNetUSA, the growth of balances from new units opened in 2006, and planned openings in
2007.

Check Cashing Fees, Royalties and Other. Check cashing fees, royalties and other income increased $2.1
million to $13.1 million in 2006, or 18.9%, from $11.0 million in 2005 due to the growth in cash advance
units. These revenues for the cash advance segment and check cashing segment were $9.2 million and $3.9
million in 2006, and were $7.2 million and $3.8 million in 2005, respectively. The components of these fees
are as follows (in thousands):

Year Ended December 31,
2006 2005
Cash Check Cash Check
Advance _Cashing Total Advance _Cashing Total
Check cashing fees........ $ 6,057 $ 569 $ 6,626 $ 5339 $§ 565 $ 5904
Royalties ......cccceveruenene — 3,173 3,173 — 3,116 3,116
Other.....ooovvveeeieceeen. 3.103 183 3,286 1.846 138 1.984

$ 9160 $ 3925 §$ 13,085 $ 7,185 § 3,819 § 11,004
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Operations Expenses. Consolidated operations expenses, as a percentage of total revenue, were 35.5% in
2006 compared to 37.1% in 2005. These expenses increased $25.5 million, or 11.6%, in 2006 compared to
2005. Pawn lending operating expenses increased $10.9 million, or 6.5%, primarily due to the net addition
of 19 pawnshop locations in 2006. Cash advance operating expenses increased $14.7 million, or 28.5%,
primarily as a result of increased advertising expenditures, growth in expenses in the Company’s collection
centers, the acquisition of CashNetUSA and the net establishment of 9 locations, which resulted in higher
staffing levels.

As a multi-unit operator in the consumer finance industry, the Company’s operations expenses are
predominately related to personnel and occupancy expenses. Personnel expenses include base salary and
wages, performance incentives, and benefits. Occupancy expenses include rent, property taxes, insurance,
utilities, and maintenance. The combination of personnel and occupancy expenses represents 82.8% of total
operations expenses in 2006 and 84.4% in 2005. The comparison is as follows ($ in thousands):

% of % of
2006 Revenue 2005 Revenue
Personnel ..........ooovveevieeeieiieeeeeeeeeeee e $138,943 20.0% $125,661 21.1%
OCCUPANCY .eovvvieeerieeiieeeieeereeeeveesreeeereesreesreeens 64,557 9.3 60,376 10.2
(01141 QRS 42,385 6.2 34,320 5.8
TOtal e $245,885 35.5% $220,357 37.1%

The increase in personnel expenses is mainly due to unit additions since 2005, an increase in
staffing levels, including at the collection centers, the acquisition of CashNetUSA and normal recurring
salary adjustments. The increase in occupancy expense is primarily due to unit additions, higher utility
costs and property taxes.

Administration Expenses. Consolidated administration expenses, as a percentage of total revenue, were
7.4% in 2006 compared to 7.3% in 2005. The components of administration expenses are as follows ($ in
thousands):

% of % of
2006 Revenue 2005 Revenue
Personnel .....ccc.eevvveeiiiiieiiiiiiiieeeeeeeeeeee e $ 35,097 51% $ 29,708 5.0%
Other e 16.409 2.3 13,519 2.3
TOtal .oeeeiiee e $ 51,506 7.4% $ 43,227 7.3%

The increase in administration expenses was principally attributable to increased staffing levels
consistent with the Company’s expansion into new markets and the internet distribution channels and an
increase in accrued management incentive in conjunction with the financial performance of the Company
compared to its business plan. The increase in these expenses was partially offset by a gain of $773,000
recognized from a partial insurance settlement in 2006 related to hurricanes in 2005.

Cash Advance Loss Provision. The Company maintains an allowance for losses on cash advances at a
level projected to be adequate to absorb credit losses inherent in the outstanding combined cash advance
portfolio. The cash advance loss provision is utilized to increase the allowance carried against the
outstanding company owned cash advance portfolio as well as expected losses in the third-party lender-
owned portfolios which are guaranteed by the Company. The allowance is based on historical trends in
portfolio performance based on the status of the balance owed by the customer with the full amount of the
customer’s obligations being completely reserved when they become 60 days past due. The cash advance
loss provision increased $16.8 million to $59.6 million in 2006, compared to $42.8 million in 2005. The
increase was mainly attributable to the increased volume of cash advances written which was partially offset
by a $2.0 million decrease as a result of lower loss rates. The loss provision as a percentage of cash advance
fees increased to 30.5% in 2006 from 30.2% in 2005. Going forward management believes that this ratio
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could increase as the composition mix of the portfolio becomes more heavily weighted to cash advances
from online customers which historically have resulted in higher loss rates than customers receiving loans in
lending locations.

Total charge-offs less recoveries divided by total cash advances written decreased in 2006 to 3.9%
compared to 4.3% in 2005. The decrease was partially related to underwriting changes made in late 2005
which resulted in lower loss rates which offset the reduction in year-over-year growth rates in cash advances
written in 2006 compared to prior years. The loss provision expense as a percentage of cash advances
written was higher in 2006, increasing to 5.1% compared to 4.6% in the prior year mostly due to a
significant increase in cash advance receivable balances as of year-end and the inclusion of the cash advance
balance from online customers which carry a higher expected loss rate.

The following table summarizes the cash advance loss provision and combined allowance for losses
and accrued third-party lender losses for the years ended and at December 31, 2006 and 2005, and contains
certain non-GAAP measures with respect to the cash advances written by third-party lenders that are not
included in the Company’s consolidated balance sheets and related statistics. The Company believes that
presenting these non-GAAP measures is meaningful and necessary because management evaluates and
measures the cash advance portfolio performance on an aggregate basis including its evaluation of loss
provision for the Company-owned portfolio and the third-party lender-owned portfolio that the Company
guarantees ($ in thousands).

Year Ended December 31,
2006 2005
Cash advance loss provision:
Loss provision on Company-owned cash advances........................ $ 59,284 $ 42,302
Loss provision on third-party owned cash advances...................... 279 532
Combined cash advance 10SS ProviSion...........cceceeveererereenieneeneeennnns $ 59,563 $ 42,834
Charge-offs, net of TECOVETIeS ......eevuiriirierieieee e $ 46,080 $ 40,351
Cash advances written:
By the Company @ ............cooiiioeieieeeeeeeeeeeeeeeee e $ 817,186  $573,916
By third-party lenders ® © ... 360,577 356,419
Combined cash advances written ® @ ... $1,177,763 $930,335
Combined cash advance loss provision as a % of combined cash
advances written ® ... 51% 4.6%
Charge-offs (net of recoveries) as a % of combined cash advances
WIIEN ® e 3.9% 4.3%

@ Cash advances written by the Company in its pawn and cash advance locations and through the
Company’s internet distribution channel.

® Non-GAAP presentation. For informational purposes and to provide a greater understanding of the
Company’s businesses. Management believes that information provided with this level of detail is
meaningful and useful in understanding the activities and business metrics of the Company’s operations.

©) Cash advances written by third-party lenders that were arranged by the Company on behalf of the third-
party lenders, all at the Company’s pawn and cash advance locations and through the Company’s internet
distribution channel.

@ Includes (i) cash advances written by the Company, and (ii) cash advances written by third-party lenders
that were arranged by the Company on behalf of the third-party lenders, all at the Company’s pawn and
cash advance locations and through the Company’s internet distribution channel.

Depreciation and Amortization. Depreciation and amortization expense as a percentage of total revenue
was 3.9% in both 2006 and 2005. Total depreciation and amortization expenses increased $3.9 million, or
16.6%, primarily due to the increase in operating locations, additional depreciation on remodelings of pawn
lending locations and the amortization of certain intangible assets obtained in acquisitions.

Interest Expense. Interest expense as a percentage of total revenue decreased to 1.7% in 2006 from 1.8%
in 2005. Interest expense increased $1.3 million, or 12.6%, to $11.9 million in 2006 as compared to $10.6
million in 2005. The increase was primarily due to the higher weighted average floating interest rate (6.2%
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during 2006 compared to 4.7% during 2005) which was partially offset by the decrease in the weighted
average amount of borrowings. The average amount of debt outstanding decreased during 2006 to $160.7
million from $168.3 million during 2005. The effective blended borrowing cost was 6.6% in 2006 and 6.3%
in 2005. In future periods management expects higher levels of debt associated with the potential funding
requirements of the CashNetUSA supplemental acquisition payments.

On December 19, 2006, the Company issued $60.0 million of senior unsecured long-term notes.
The notes were comprised of $35.0 million 6.09% senior notes due 2016 payable in five annual installment
payments of $7.0 million beginning December 19, 2012; and $25.0 million 6.21% senior notes due 2021
payable in eleven annual payments of $2.3 million beginning December 19, 2011. Net proceeds received
from the issuance of the notes were used to reduce the amount outstanding under the bank line of credit and
for general corporate purposes.

Interest Income. Interest income was $1.6 million for both 2006 and 2005. Interest income was comprised
of the interest earned on excess cash and on two subordinated notes denominated in Swedish kronor that the
Company received in the sale of the foreign pawn lending operations. Interest income will be lower in 2007
due to the repayment during 2006 of a total of $2.5 million in notes receivable from officers.

Foreign Currency Transaction Gain (Loss). The Company holds two notes receivable denominated in
Swedish kronor in connection with its 2004 sale of its foreign pawn lending operations with a carrying value
of $9.8 million at December 31, 2006. Exchange rate changes between the United States dollar and the
Swedish kronor resulted in a net gain of $296,000 (net of a loss of $1.1 million from foreign currency
forward contracts) in 2006 and a net loss of $834,000 (net of a gain of $731,000 from foreign currency
forward contracts) in 2005. The foreign currency forward contracts totaling 68 million Swedish kronor
(approximately $9.9 million at maturity) were established by the Company in 2005 to minimize the financial
impact of currency market fluctuations.

Gain from Termination of Contract. In April 2006, the Company reached an agreement with a landlord
of a lending location to terminate the lease and vacate the property for $2.2 million. The Company recorded
a pre-tax net gain of $2.2 million ($1.4 million net of related taxes) from this transaction at that time. The
closure of this significant pawn lending location reduced consolidated earnings for the remainder of the
year. Management is seeking an alternative location to open a replacement shop in 2007.

Income Taxes. The Company’s effective tax rate for continuing operations for 2006 was 36.6% as
compared to 36.8% for 2005. Management anticipates that its effective tax rate will increase in 2007 as a
result of changes in Texas tax laws.

Income from Continuing Operations. Income from continuing operations was $60.9 million and $44.8
million for 2006 and 2005, respectively, up 36.0%. Diluted income from continuing operations per share
was $2.00 for 2006, as compared to $1.48 for 2005, reflecting a 35.1% increase.

Year Ended 2005 Compared to Year Ended 2004

Consolidated Net Revenue. Consolidated net revenue increased $94.9 million, or 30.1%, to $410.5 million
during 2005 from $315.6 million during 2004. The following table sets forth 2005 and 2004 net revenue by
operating segment ($ in thousands):

2005 2004 Increase
Pawn lending operations ...........c.cceeeveeeveecveesieerieenenns $298,880 $239,872 $ 59,008 24.6%
Cash advance operations ...........ccceeceeveereereeereeeeennn. 107,848 72,154 35,694 495
Check cashing operations..........c.cceccveevveeeereeereveenen. 3.819 3,586 233 6.5
Consolidated net revenue ............cccceeeeveeeeveeenennnne. $410.547 $315,612 $ 94,935 _30.1%
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Higher revenue from the cash advance product, higher finance and service charges from pawn loans
and higher profit from the disposition of merchandise primarily accounted for the increase in net revenue.
The increase in net revenue from pawn lending operations of 24.6% was partially due to the consolidation of
the operating results of SuperPawn for the full year in 2005. Excluding the impact of SuperPawn,
consolidated net revenue for 2005 was up $49.0 million, or 15.7%, compared to 2004. The growth in net
revenue from cash advance operations was enhanced by the growth and development of newly opened cash
advance locations and the related increase in cash advance balances within those locations.

The components of net revenue are finance and service charges from pawn loans, which increased
$29.3 million; profit from the disposition of merchandise, which increased $21.3 million; cash advance fees
generated both from pawn locations and cash advance locations, which increased $42.8 million; and check
cashing fees, royalties and other income generated both from cash advance locations and check cashing
locations, which increased $1.5 million.

Finance and Service Charges. Finance and service charges increased $29.3 million, or 26.5%, from $110.5
million in 2004 to $139.8 million in 2005. The increase was primarily due to higher loan balances
attributable to the addition of SuperPawn in December 2004. An increase in the average balance of pawn
loans outstanding contributed $36.4 million of the increase that was offset by a $7.1 million decrease
resulting from the lower annualized yield of the pawn loan portfolio which is a function of the blend in
permitted rates for fees and service charges on pawn loans in all operating locations of the Company. The
inclusion of the geographic areas of operation of SuperPawn for all of 2005 resulted in a blended yield on
pawn loans lower than the prior year. Finance and service charges from same stores increased $1.5 million
in 2005 compared to 2004.

The average balances of pawn loans outstanding were 32.9% higher in 2005 than in 2004. The
increase in the average balance of pawn loans outstanding was driven by a 27.3% increase in the average
number of pawn loans outstanding during 2005 coupled with a 4.4% increase in the average amount per
loan. Pawn loan balances at December 31, 2005 were $5.9 million, or 5.4%, higher than at December 31,
2004. Annualized loan yield was 124.8% in 2005, compared to 131.1% in 2004 mostly due to the
acquisition of SuperPawn locations which operate in markets with lower statutory rates than the Company’s
other locations. Excluding SuperPawn, annualized loan yield would have been up slightly to 131.9%. Same
store pawn loan balances at December 31, 2005 were $1.9 million, or 2.3%, higher than at December 31,
2004.

Profit from the Disposition of Merchandise. The following table summarizes the proceeds from the
disposition of merchandise and the related profit for 2005 as compared to 2004 ($ in thousands):

Year Ended December 31,
2005 2004
Merchan-  Refined Merchan-  Refined
dise Gold Total dise Gold Total
Proceeds from disposition  $244,659 $56,843 $301,502 $208,571  $41,720  $250,291
Profit on disposition......... $102,289 $15.414 $117,703 $ 83,396 $13,029 $ 96,425
Profit margin .................... 41.8% 27.1% 39.0% 40.0% 31.2% 38.5%
Percentage of total profit.. 86.9% 13.1% 100.0% 86.5% 13.5% 100.0%

While the total proceeds from disposition of merchandise and refined gold increased $51.2 million,
or 20.5%, the total profit from the disposition of merchandise and refined gold increased $21.3 million, or
22.1%, primarily due to higher profit margins on the disposition of merchandise. Excluding the effect of the
disposition of refined gold, the profit margin on the disposition of merchandise (including jewelry sales)
increased to 41.8% in 2005 from 40.0% in 2004 due predominately to a heavier mix of jewelry sales
resulting from the addition of SuperPawn. The profit margin on the disposition of refined gold decreased to
27.1% in 2005 compared to 31.2% in 2004 due primarily to a higher average cost that more than offset a
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higher gold price received on dispositions. Proceeds from disposition of merchandise, excluding refined
gold, increased $36.1 million, or 17.3%, in 2005 due primarily to the December 2004 acquisition of
SuperPawn and higher levels of merchandise available for disposition. Proceeds from disposition of refined
gold increased $15.1 million, or 36.2%, due primarily to higher market prices for gold and an increase in the
volume of refined gold sold. The consolidated merchandise turnover rate decreased to 2.7 times during
2005 from 3.0 times during 2004 primarily as a result of a heavier mix of jewelry items in inventory which
historically have a slower turnover rate than other merchandise.

The table below summarizes the age of merchandise held for disposition before valuation allowance
of $1.8 million and $1.4 million, respectively, at December 31, 2005 and 2004 ($ in thousands).

2005 2004
Amount % Amount %
Merchandise held for 1 year or less —
JEWEITY oo $ 42,139 56.6% $ 38,268 55.9%
Other merchandiSe..........cceevvvivvvivieeeieeiieiiieeeeee, 24,787 33.3 22.828 333
66.926 89.9 61,096 89.2
Merchandise held for more than 1 year —
JEWEILY oo 4,684 6.3 4,924 7.2
Other merchandise..........cccceoeevieieneneneiceeeeeee 2,873 3.8 2.475 3.6
7,557 10.1 7.399 10.8
Total merchandise held for disposition.............. $ 74,483 100.0% $ 68,495 100.0%

Cash Advance Fees. Cash advance fees increased $42.8 million, or 43.2%, to $142.0 million in 2005 as
compared to $99.2 million in 2004. The increase was primarily due to the growth and development of new
cash advance units and higher average cash advance balances outstanding during 2005. The acquisition of
33 cash advance units since late third quarter of 2004 also contributed to the increase in cash advance fees.
As of December 31, 2005, a cash advance product was available in 727 lending locations, which included
441 pawnshops and 286 cash advance locations. These lending locations included 375 units that arrange for
customers to obtain cash advance products from the independent third-party lenders for a fee. Cash advance
fees from same stores increased $29.2 million, or 29.9%, to $126.9 million in 2005 compared to $97.7
million in 2004. Cash advance fees include revenue from the cash advance portfolio owned by the
Company and fees paid to the Company for credit services rendered to customers in connection with
arranging for customers to obtain cash advances from independent third-party lenders. See further
discussion in Note 4 of Notes to Consolidated Financial Statements.

The following table sets forth cash advance fees by operating segment for the years ended
December 31, 2005 and 2004 ($ in thousands):

2005 2004 Increase
Cash advance operations..............ccccveeeereeeeeereerenennn. $100,663 $ 66,250 $ 34413 51.9%
Pawn lending operations...........c.cceeevveerieeneenvenenennne. 41.405 32,952 8,453 _25.7
TOtal oo $142,068 $§ 99,202 $ 42,866 _43.2%

While cash advance fees in the cash advance operating segment increased 51.9% and 25.7% in the
pawn segment, mostly due to the addition of new locations and higher average balances outstanding,
increases in expenses, including the cash advance loss provision, impacted both segments in 2005. The
increased expenses offset a portion of the revenue growth.

The amount of cash advances written increased $282.6 million, or 43.6% to $930.3 million in 2005
from $647.7 million in 2004. Included in the amount of cash advances written in 2005 and 2004 were
$356.4 million and $238.9 million, respectively, extended to customers by all independent third-party
lenders. The average amount per cash advance increased to $359 from $336 mostly due to changes in
permitted loan amounts and adjustments to underwriting. The outstanding combined portfolio balance of

43



cash advances increased $12.6 million, or 24.4%, to $64.3 million at December 31, 2005 from $51.7 million
at December 31, 2004. Included in those amounts were $47.0 million and $40.8 million for 2005 and 2004,
respectively, which are included in the Company’s consolidated balance sheets. An allowance for losses of
$6.3 million and $4.4 million was provided in the consolidated financial statements for December 31, 2005
and 2004, respectively, which was netted against the outstanding cash advance amounts on the Company’s
consolidated balance sheets.

Cash advance fees related to cash advances originated by all third-party lenders (bank and non-
bank) were $52.6 million in 2005 on $356.4 million in cash advances originated by third-party lenders,
representing 34.9% of combined cash advance revenue. The cash advance loss provision expense
associated with these cash advances was $17.3 million, direct operating expenses, excluding allocated
administrative expenses, were $20.6 million, and depreciation and amortization expense was $2.1 million in
2005. Therefore, management estimates that the approximate contribution before interest and taxes on cash
advances originated by all third-party lenders in 2005 was $12.6 million. This estimate does not include
shared operating costs in pawn locations where the product is offered.

During the third quarter, the Company discontinued offering single payment cash advances
originated by third-party banks in California, representing 35 lending locations at December 31, 2005, and
began offering Company-originated cash advances under applicable state law. As an additional service
alternative to its customers, during the fourth quarter of 2005 the Company introduced third-party
commercial bank originated multi-payment installment cash advances in California and Georgia. As of
December 31, 2005, the outstanding principal balance of these bank originated multi-payment installment
cash advances was $2.2 million in California and $39,000 in Georgia. The Company discontinued offering
bank products in Georgia and California during the second and third quarters of 2006, respectively, due
principally to its third-party commercial banks’ reaction to concerns that the FDIC raised to FDIC-
supervised banks in late February 2006 concerning the FDIC’s perception of risks associated with FDIC
supervised banks’ origination of certain cash advance products with the assistance of third-party marketers
and servicers.

The 35 California locations generated $2.4 million in cash advances written and $487,000 (before
loss provision) in revenue related to the multi-payment bank-originated cash advances for the fourth quarter
ended December 31, 2005. These locations also generated $13.9 million in cash advances written and $1.5
million in revenue related to the Company-originated cash advances during the fourth quarter.

In North Carolina, represented by 10 pawn lending locations at December 31, 2005, the Company
discontinued offering cash advances on behalf of third-party banks in January 2006, but continued to offer
its core pawn services from all of these North Carolina lending locations. In Georgia, represented by 17
pawn lending locations at December 31, 2005, the Company did not offer an alternative cash advance
product upon the discontinuance of the third-party bank cash advance program, however, the Company
continued to offer its core pawn services from all of these Georgia lending locations. The Georgia and
North Carolina markets represented $24.9 million in total revenue for the fiscal year ending December 31,
2005, of which only $1.7 million was attributable to cash advance revenue generated on $16.2 million of
cash advances originated by third-party banks during such fiscal year. Pawn related revenue in these
markets could increase as customers seek alternative sources of needed credit due to the elimination of cash
advance activities.

Check Cashing Fees, Royalties and Other. These fees increased $1.5 million to $11.0 million in 2005, or
16.0%, from $9.5 million in 2004 due to the growth in cash advance units at the Company’s Cashland
locations. Check cashing revenues for the cash advance segment and check cashing segment were $7.2
million and $3.8 million in 2005, and were $5.9 million and $3.6 million in 2004, respectively.

Operations Expenses. Consolidated operations expenses, as a percentage of total revenue, were 37.1% in
2005 compared to 36.9% in 2004. These expenses increased $47.1 million, or 27.2%, in 2005 compared to
2004. Pawn lending operating expenses increased $32.4 million, or 24.0%, primarily due to the addition of
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SuperPawn stores in December 2004. Cash advance operating expenses increased $14.7 million, or 39.8%,
primarily as a result of the net establishment and acquisition of 33 locations which resulted in higher staffing
levels. In addition, increased advertising expenditures for the cash advance products both at the pawnshops
and the cash advance locations and growth in expenses in the Company’s collection centers also contributed
to the expense increase.

The combination of personnel and occupancy expenses represents 84.4% of total operations
expenses in 2005 and 84.2% in 2004. The comparison is as follows ($ in thousands):

% of % of
2005 Revenue 2004 Revenue
PersOnnel ........oevvvveiiviieiiiiiieieeeeeeeeeeeee e $125,661 21.1% $ 99,267 21.1%
OCCUPANCY vttt 60,376 10.2 46,691 9.9
(0114 1=; QSRR 34,320 5.8 27.319 5.9
o] 7: 1 PR RR $220.357 37.1% $173.277 36.9%

Of the $26.4 million, or 26.6%, increase in personnel expense from 2004 to 2005, $13.8 million was
attributable to the acquisition of SuperPawn in December 2004. The balance of the increase is mainly due
to unit additions during the year, an increase in staffing levels mainly in the collection centers and normal
recurring salary adjustments. Of the $13.7 million, or 29.3%, increase in occupancy expenses from 2004 to
2005, $6.9 million is due to the acquisition of SuperPawn. The balance of the increase is primarily due to
unit additions. The increase in expenses in the collection centers accounted for $1.4 million, $183,000 and
$811,000 of the increase in personnel, occupancy and other operating expenses, respectively.

Administration Expenses. Consolidated administration expenses, as a percentage of total revenue, were
7.3% in 2005 compared to 8.5% in 2004. The components of administration expenses are as follows ($ in
thousands):

% of % of
2005 Revenue 2004 Revenue
Personnel ..........ooooviiiiiiiiiiiiiic e $ 29,708 5.0% $ 27,781 5.9%
OtNET ... 13.519 2.3 12,402 2.6
1] | USSP $ 43,227 1.3% $ 40,183 8.5%

The increase in administration expenses was principally attributable to increased staffing levels,
annual salary adjustments and net unit additions. The increase was partially offset by a decrease of $1.7
million in employee incentive accruals, which are based on the Company’s performance relative to its
business plan, and a gain of $408,000 from the settlement of an insurance claim filed in 2004.

Cash Advance Loss Provision. The cash advance loss provision increased $19.3 million to $42.8 million
in 2005, compared to $23.5 million in 2004. Of the total increase, $10.2 million was attributable to the
increased volume of cash advances written and $9.1 million was attributable to the increase in loss rate. In
addition, the Company transitioned certain customers out of one product into another product in some
markets during the last six months of 2005. The Company also adjusted the terms of its underwriting
related to these loans at the end of 2004 to broaden the number of customers who would qualify for a cash
advance. Management believed this change led to higher loss rates in 2005. The loss provision as a
percentage of cash advances written increased to 4.6% in 2005 from 3.6% in 2004 while actual net charge-
offs (charge-offs less recoveries) were 4.3% in 2005 compared to 3.4% in 2004. The loss provision as a
percentage of cash advance fees increased to 30.2% in 2005 from 23.7% in 2004.

Depreciation and Amortization. Depreciation and amortization expense as a percentage of total revenue
was 3.9% in 2005 compared to 3.7% in 2004. Total depreciation and amortization expenses increased $6.2

45



million, or 36.1%, primarily due to the increase in operating locations and the amortization of certain
intangible assets acquired in the SuperPawn and other acquisitions.

Interest Expense. Interest expense as a percentage of total revenue increased to 1.8% in 2005 from 1.7% in
2004. Interest expense increased $2.5 million, or 30.2%, to $10.6 million in 2005 as compared to $8.1
million in 2004. The increase was due to an increase in average debt levels during the year partially due to
the acquisition of SuperPawn in December 2004 and also because the Company repaid all debt balances in
2004 under its line of credit following the sale of its European businesses and did not re-borrow until the
purchase of SuperPawn. The average amount of debt outstanding increased during 2005 to $168.3 million
from $130.0 million during 2004. The effective blended borrowing cost was 6.3% in both 2005 and 2004.

In December 2005, the Company issued $40.0 million of 6.12% senior unsecured notes, due in
December 2015. The notes are payable in six equal annual payments beginning December 2010. Net
proceeds received under this agreement were used to reduce the amount outstanding under the $250.0
million bank line of credit.

Interest Income. Interest income increased $972,000 from $642,000 in 2004 to $1.6 million in 2005.
Interest income totaling $1.5 million and $473,000 for 2005 and 2004, respectively, was recorded on the
subordinated notes received in the sale of the Company’s foreign pawn lending operations.

Foreign Currency Transaction Gain (Loss). Exchange rate changes between the United States dollar and
the Swedish kronor resulted in a net loss of $834,000 in 2005 and a gain of $1.1 million in 2004. The 2005
net loss includes offsetting gains of $731,000 resulting from the foreign currency forward contracts totaling
62 million Swedish kronor (approximately $8.0 million at maturity) that were established by the Company
in 2005 to minimize the financial impact of currency market fluctuations.

Income Taxes. The Company’s effective tax rate for continuing operations for 2005 was 36.8% as
compared to 36.5% for 2004.

Income from Continuing Operations. Income from continuing operations was $44.8 million and $35.0
million for 2005 and 2004, respectively, up 28.2%. Diluted income from continuing operations per share

was $1.48 for 2005, as compared to $1.18 for 2004, reflecting a 25.4% increase.

LIQUIDITY AND CAPITAL RESOURCES

The Company’s cash flows and other key indicators of liquidity are summarized as follows ($ in
thousands):

Year Ended December 31,
2006 2005 2004

Operating activities cash flOWS.............ccoeveieieeeeeeecceeeeeeee $ 161,812 $123,320 $ 76,952
Investing activities cash flows:

Pawn [0ANS ....couiiiiieieiiiiec et (26,359) (19,697) (10,274)

Cash AdVANCES .......ceevuiiiieiieieieiectceeete et eeas (77,349) (45,828) (28,466)

ACQUISTEIONS. ...ttt ettt (64,927) (19,937)  (122,413)

Property and equipment additions..............cceeveerieeeeecienreereennene. (46,355) (27,255) (28,491)

Proceeds from insurance claims............cccoeeeveeeeeeeeeeeeneeeeeeennee. 1,934 530 —

Proceeds from termination of contract and disposition of assets 2,198 486 —
Financing activities cash flows........c.ccoevvrviecievenicicieee e, 55,917 (7,870) 10,928
Working capital, excluding discontinued operations ....................... $ 259,813 $232,556 $209,463
CUITENE TALIO 1.evevitiieieiietestee ettt 3.2x 4.8x 4.6x
Merchandise tUIMOVET .......cc.evieiiriirieiieieesieeiteee et 2.7x 2.7x 3.0x



Cash flows from operating activities. Net cash provided by operating activities from continuing
operations was $161.8 million for 2006, an increase of 31.2% compared to the prior year. Net cash
generated (used) by the Company’s pawn lending operations, cash advance operations and check cashing
operations were $89.1 million, $72.8 million and $(68,000), respectively. The improvement in cash flows
from operating activities in 2006 as compared to 2005 was primarily due to the improvement in results of
pawn lending operations, the addition of CashNetUSA and the growth and development of cash advance
locations opened in recent periods.

Historically, the Company’s finance and service charge revenue is highest in the fourth fiscal
quarter (October through December) due to higher average loan balances. Proceeds from the disposition of
merchandise are generally highest in the Company’s fourth and first fiscal quarters (October through March)
due to the holiday season and the impact of tax refunds. The net effect of these factors is that income from
continuing operations typically is highest in the fourth and first fiscal quarters and likewise the Company’s
cash flow is generally greatest in these two fiscal quarters.

Cash flows from investing activities. Higher lending activities led to increases in the Company’s
investment in pawn loans and cash advances during 2006 that used cash of $26.4 million and $77.3 million,
respectively. In addition, the acquisition of CashNetUSA and the assets of 19 pawnshops consumed $64.9
million of cash. The Company also invested $46.4 million in property and equipment in 2006 for the
establishment of 2 new pawnshop locations, 12 new cash advance locations, the remodeling of selected
operating units and ongoing enhancements to the information technology infrastructure, including the
current period investment in the multi-year project to upgrade the Company’s point-of-sale system, and
other property additions. In addition, the Company received proceeds of $2.2 million from the termination
of a lease contract and $1.9 million from a partial insurance settlement in 2006 related to hurricanes in 2005.

On September 15, 2006, the Company, through its wholly-owned subsidiary Cash America Net
Holdings, LLC, purchased substantially all of the assets of The Check Giant, LLC (“TCG”). TCG offered
short-term cash advances exclusively over the internet under the name “CashNetUSA”. The Company paid
an initial purchase price of approximately $35.9 million in cash and transaction costs of approximately $2.9
million, and has continued to use the CashNetUSA trade name in connection with its online operations. The
Company’s consolidated financial statements include the operating results of CashNetUSA from the date of
acquisition.

The Company has also agreed to pay up to five supplemental earn-out payments during the two year
period after the closing. The amount of each supplemental payment is to be based on a multiple of earnings
attributable to CashNetUSA’s business for the twelve months preceding the date of determining each
scheduled supplemental payment. Each supplemental payment will be reduced by amounts previously paid.
The supplemental payments are to be paid in cash within 45 days of the payment measurement date; the
Company may, at its option pay up to 25% of each supplemental payment in shares of its common stock
based on an average share price as of the measurement date. Substantially all of these supplemental payments
will be accounted for as goodwill. The terms and method of calculating these supplemental payments are
described more fully in the asset purchase agreement. The first supplemental payment of approximately $33.8
million, which was paid in February 2007 in cash, was based on the trailing twelve months earnings of
CashNetUSA through the first measurement date of December 31, 2006 and reflects adjustments for amounts
previously paid. There are two additional measurement dates in 2007, March 31 and September 30. To the
extent that the defined multiple of consolidated earnings attributable to CashNetUSA’s business exceeds the
total amounts paid through those dates, as defined in the asset purchase agreement, the Company will make
additional payments to the sellers. At this time management cannot accurately estimate the magnitude of
such payments due to the uncertainties of growth rates in this business. In the event of high growth and
profitability of the CashNetUSA online business, these payments would be large.

Management anticipates that capital expenditures for 2007 will be approximately $45 to $55
million, primarily to establish or acquire approximately 20 to 30 new lending locations, to remodel and
relocate selected operating units, and for enhancements to communications and information systems,
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including the current period investment in the multi-year project to upgrade the Company’s point-of-sale
system. The additional capital required to pursue acquisition opportunities is not included in the estimate of
capital expenditures because of the uncertainties surrounding any potential transaction of this nature at this
time.

Cash flows from financing activities. During 2006, the Company borrowed a net of $10.5 million under
its revolving bank line of credit, including $38.8 million for the initial payment related to the acquisition of
CashNetUSA, and 19 pawnshops during the year. The Company reduced its long-term debt by $16.8
million through scheduled principal payments on senior unsecured notes.

On December 19, 2006, the Company issued $60.0 million of senior unsecured long-term notes.
The notes were comprised of $35.0 million 6.09% senior notes due 2016 payable in five annual payments of
$7.0 million beginning December 19, 2012; and $25.0 million 6.21% senior notes due 2021 payable in
eleven annual payments of $2.3 million beginning December 19, 2011. Net proceeds received from the
issuance of the notes were used to reduce the amount outstanding under the bank line of credit and for
general corporate purposes.

Additional uses of cash included $261,000 of debt issuance costs, $3.0 million for dividends paid
and $9.6 million for the purchase of treasury shares (including $50,000 net purchases on behalf of
participants relating to the Non-Qualified Savings Plan and $188,000 of shares purchased as partial payment
of taxes for shares issued under stock-based compensation plans). On April 20, 2005, the Board of
Directors authorized the Company’s repurchase of up to a total of 1,500,000 shares of its common stock (the
“2005 authorization). During 2006, the Company purchased 256,500 shares for an aggregate amount of
$9.4 million under the 2005 authorization. Management expects to continue to purchase shares of the
Company from time to time in the open market, and funding is expected to come from operating cash flow.

During 2006, the Company officers, employees and former directors exercised stock options for an
aggregate 662,828 shares. These option exercises generated proceeds of $7.2 million of additional equity.
From November 2005 through June 2006, the Company’s Chief Executive Officer exercised stock options
and sold Company shares pursuant to a pre-arranged, systematic trading plan to sell company shares
pursuant to guidelines specified by Rule 10b5-1 under the Securities and Exchange Act of 1934 and in
accordance with the Company’s policies with respect to insider sales. The Chief Executive Officer used the
proceeds from the sales of shares under his 10b5-1 plan to fully repay his pre-2003 secured loan under the
Company’s now discontinued officer stock loan program and accrued interest thereon totaling $2.1 million.
The Company’s Chief Financial Officer and another executive officer also paid a total of $985,000
(including accrued interest) to fully repay similar officer stock loans in 2006.

The line of credit agreement and the senior unsecured notes require the Company to maintain
certain financial ratios. The Company is in compliance with all covenants and other requirements set forth
in its debt agreements. A significant decline in demand for the Company’s products and services may cause
the Company to reduce its planned level of capital expenditures and lower its working capital needs in order
to maintain compliance with the financial ratios in those agreements. An uncured violation of the credit
agreements could result in an acceleration of the Company’s debt and increase the Company’s borrowing
costs and could even adversely affect the Company’s ability to renew existing credit facilities, or obtain
access to new credit facilities in the future. The Company does not anticipate a significant decline in
demand for its services and has historically been successful in maintaining compliance with and renewing
its debt agreements.
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The following table summarizes the Company’s contractual obligations of its continuing operations
at December 31, 2006, and the effect such obligations are expected to have on its liquidity and cash flow in
future periods (in thousands):

2007 2008 2009 2010 2011 Thereafter Total
Bank line of credit ......... $ — 3 — 8 — $ 81,677 $ — 8 — $ 81,677
Other long-term debt...... 16,786 12,786 8,500 6,667 8,940 84,393 138,072
Interest on other long-
term debt W ............... 8,750 7,508 6,744 6,132 5,724 18,237 53,095
Non-cancelable leases.... 34,473 28.397 21.905 12,910 8.498 18,168 124,351
Total....ccovvveveeeeenee, $ 60,009 $ 48,691 $ 37,149 $107,386 $ 23,162 $ 120,798 $ 397,195

(M Excludes interest obligations under the line of credit agreement. See Note 8 of Notes to Consolidated Financial Statements.

Management believes that borrowings available ($165.5 million at December 31, 2006) under the
bank line of credit, cash generated from operations and current working capital of $260.7 million should be
sufficient to meet the Company’s anticipated future capital requirements.

Off-Balance Sheet Arrangements with Third Party Lenders

The Company arranges for consumers to obtain cash advance products from multiple independent
third party lenders through the CSO program. As of December 31, 2006, the CSO program was available to
consumers in 314 of the Company’s lending locations located in the states of Michigan, Florida and Texas
and online to borrowers in Florida and Texas. When a consumer executes a credit services agreement with
the Company, the Company agrees, for a fee payable to the Company by the consumer, to provide a variety
of credit services to the consumer, one of which is to guarantee the consumer’s obligation to repay the loan
received by the consumer from the third party lender if the consumer fails to do so. The Company
discontinued the CSO program in Michigan in February 2007, and now offers only cash advances
underwritten by the Company to customers in that state.

For cash advance products originated by third party lenders, each lender is responsible for
evaluating each of its customers’ applications, determining whether to approve a cash advance based on an
application and determining the amount of the cash advance. The Company is not involved in the lenders’
cash advance approval processes or in determining the lenders’ approval procedures or criteria. At
December 31, 2006, the outstanding amount of active cash advances originated by third party lenders was
$24.7 million.

Since the Company may not be successful in collection of these delinquent accounts, the
Company’s cash advance loss provision includes amounts estimated to be adequate to absorb credit losses
from cash advances in the aggregate cash advance portfolio, including those expected to be assigned to the
Company or acquired by the Company as a result of its guaranty obligations. Accrued losses of $1.2 million
on portfolios owned by the third-party lenders are included in “Accounts payable and accrued expenses” in
the consolidated balance sheets. The Company believes that this amount is adequate to absorb credit losses
from cash advances expected to be assigned to the Company or acquired by the Company as a result of its
guaranty obligations.

CAUTIONARY STATEMENT REGARDING RISKS AND UNCERTAINTIES THAT MAY
AFFECT FUTURE RESULTS

This Annual Report on Form 10-K, including Management’s Discussion and Analysis of Financial
Condition and Results of Operations, contains statements that are forward-looking, as that term is defined by
the Private Securities Litigation Reform Act of 1995 or by the Securities and Exchange Commission in its
rules. The Company intends that all forward-looking statements be subject to the safe harbors created by
these laws and rules. The actual results of the Company could differ materially from those indicated by the
forward-looking statements because of various risks and uncertainties including, without limitation, changes

49



in demands for the Company’s services, the actions of third parties who offer products and services at the
Company’s locations, fluctuations in the price of gold, changes in competition, the ability of the Company
to open new operating units in accordance with its plans, economic conditions, real estate market
fluctuations, interest rate fluctuations, changes in the capital markets, changes in tax and other laws and
governmental rules and regulations applicable to the Company’s business, the effect of such changes on the
Company’s business or the markets in which it operates, or the ability to successfully integrate newly
acquired business into the Company’s operations. When used in this Annual Report on Form 10-K, the
words “believes,” “estimates,” “plans,” “expects,” “anticipates,” and similar expressions as they relate to the
Company or its management are intended to identify forward-looking statements. All forward-looking
statements are based on current expectations regarding important risk factors. These risks and uncertainties
are beyond the ability of the Company to control, and, in many cases, the Company cannot predict all of the
risks and uncertainties that could cause its actual results to differ materially from those expressed in the
forward-looking statements. Such statements should not be regarded as a representation by the Company or
any other person that the results expressed in the statements will be achieved.

99 ¢ bR N13 9 ¢¢

ITEM 7A. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK

Market risks relating to the Company’s operations result primarily from changes in interest rates
and gold prices. The Company does not engage in speculative or leveraged transactions, nor does it hold or
issue financial instruments for trading purposes.

Interest Rate Risk. Management’s objective is to minimize the cost of borrowing through an appropriate
mix of fixed and floating rate debt. Derivative financial instruments, such as interest rate cap agreements,
may be used for the purpose of managing fluctuating interest rate exposures that exist from ongoing
business operations. In 2005, the Company entered into an interest rate cap agreement with a notional
amount of $15.0 million of the Company’s outstanding floating rate line of credit for a term of 24 months at
a fixed LIBOR rate of 4.5%. This interest rate cap agreement was perfectly effective at December 31, 2006.
The Company had net variable rate borrowings outstanding of $81.7 million and $71.1 million at December
31, 2006 and 2005, respectively. Interest rates on $15.0 million of the net variable rate borrowings at
December 31, 2006 and 2005, respectively, were capped at 4.5%. If prevailing interest rates were to
increase 100 basis points over the rates at December 31, 2006 and 2005, respectively, and the variable rate
borrowings outstanding remained constant, the Company’s interest expense would increase by $667,000 and
$561,000, and net income after taxes would decrease by $433,000 and $365,000 in 2006 and 2005,
respectively. If prevailing interest rates were to decrease 100 basis points from the rates at December 31,
2006 and 20035, respectively, the combined fair values of the Company’s outstanding fixed rate debt ($137.2
million and $96.0 million, respectively) would increase by $6.9 million and $3.5 million as of December 31,
2006 and 2005, respectively.

Gold Price Risk. The Company periodically uses forward sale contracts with a major gold bullion bank to
sell a portion of the expected amount of refined gold produced in the normal course of business from its
liquidation of forfeited gold merchandise. A significant decrease in the price of gold would result in a
reduction of proceeds from the disposition of refined gold to the extent that amounts sold were in excess of
the amount of contracted forward sales. In addition, a significant and sustained decline in the price of gold
would negatively impact the value of some of the goods pledged as collateral by customers and identified
for liquidation as refined gold. In this instance, management believes some customers would be willing to
add additional items of value to their pledge in order to obtain the desired loan amount. However, those
customers unable or unwilling to provide additional collateral would receive lower loan amounts, possibly
resulting in a lower balance of pawn loans outstanding for the Company.

Foreign Exchange Risk. The notes receivable received in the sale of the Company’s foreign operations are
subject to the risk of unexpected change in Swedish kronor exchange rates. As a result of fluctuations in
Swedish kronor, the Company recorded foreign currency transaction gains of $296,000 (including a loss of
$1.1 million on the foreign currency forward contracts) and loss of $834,000 (net of a gain of $731,000 on
the foreign currency forward contracts) in 2006 and 2005, respectively. As a result of the establishment of
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the 68 million Swedish kronor currency forward contracts since mid-year 2005 to minimize the effect of
market fluctuations, substantially all of the impact of a potential decline in the exchange rate of the Swedish
kronor would be offset by the gains realized on those forward contracts. A hypothetical 10% decline in the
exchange rate of the Swedish kronor at December 31, 2006 would have decreased net income by $106,000.
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Directors and Stockholders of
Cash America International, Inc.:

We have completed integrated audits of Cash America International, Inc.’s consolidated financial statements
and of its internal control over financial reporting as of December 31, 2006, in accordance with the
standards of the Public Company Accounting Oversight Board (United States). Our opinions, based on our
audits, are presented below.

Consolidated financial statements

In our opinion, the accompanying consolidated balance sheets and the related consolidated statements of
income, stockholders’ equity, comprehensive income and cash flows present fairly, in all material respects,
the financial position of Cash America International, Inc. and its subsidiaries at December 31, 2006 and
December 31, 2005, and the results of their operations and their cash flows for each of the three years in the
period ended December 31, 2006 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 audits. We conducted our
audits of these statements in accordance with the standards of the Public Company Accounting Oversight
Board (United States). 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 of financial
statements 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 audits provide
a reasonable basis for our opinion.

Internal control over financial reporting

Also, in our opinion, management’s assessment, included in the accompanying Report of Management on
Internal Control Over Financial Reporting, that the Company maintained effective internal control over
financial reporting as of December 31, 2006 based on criteria established in Internal Control - Integrated
Framework issued by the Committee of Sponsoring Organizations of the Treadway Commission (COSO), is
fairly stated, in all material respects, based on those criteria. Furthermore, in our opinion, the Company
maintained, in all material respects, effective internal control over financial reporting as of December 31,
2006, based on the criteria established in Internal Control — Integrated Framework issued by the COSO.
The Company’s management is responsible for maintaining effective internal control over financial
reporting and for its assessment of the effectiveness of internal control over financial reporting. Our
responsibility is to express opinions on management’s assessment and on the effectiveness of the
Company’s internal control over financial reporting based on our audit. We conducted our audit of internal
control over financial reporting in accordance with the standards of the Public Company Accounting
Oversight Board (United States). Those standards require that we plan and perform the audit to obtain
reasonable assurance about whether effective internal control over financial reporting was maintained in all
material respects. An audit of internal control over financial reporting includes obtaining an understanding
of internal control over financial reporting, evaluating management’s assessment, testing and evaluating the
design and operating effectiveness of internal control, and performing such other procedures as we consider
necessary in the circumstances. We believe that our audit provides a reasonable basis for our opinions.

A company’s internal control over financial reporting is a process designed to provide reasonable assurance
regarding the reliability of financial reporting and the preparation of financial statements for external
purposes in accordance with generally accepted accounting principles. A company’s internal control over
financial reporting includes those policies and procedures that (i) pertain to the maintenance of records that,
in reasonable detail, accurately and fairly reflect the transactions and dispositions of the assets of the
company; (ii) provide reasonable assurance that transactions are recorded as necessary to permit preparation
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of financial statements in accordance with generally accepted accounting principles, and that receipts and
expenditures of the company are being made only in accordance with authorizations of management and
directors of the company; and (iii) provide reasonable assurance regarding prevention or timely detection of
unauthorized acquisition, use, or disposition of the company’s assets that could have a material effect on the
financial statements.

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

As described in the Report of Management on Internal Control over Financial Reporting, management has
excluded Cash America Net Holdings, LLC ("CashNetUSA") from its assessment of internal control over
financial reporting as of December 31, 2006, because its assets were acquired by the Company in a purchase
business combination during the third quarter of 2006. We have also excluded CashNetUSA from our audit
of internal control over financial reporting. CashNetUSA is a wholly-owned subsidiary whose total assets
and total revenues represent less than 6% and 5%, respectively, of the related consolidated financial
statement amounts as of and for the year ended December 31, 2006.

/s/ PricewaterhouseCoopers LLP

Fort Worth, Texas
February 26, 2007
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REPORT OF MANAGEMENT ON INTERNAL CONTROL OVER FINANCIAL REPORTING

Management is responsible for establishing and maintaining adequate internal control over financial
reporting and for the assessment of the effectiveness of the Company’s internal control over financial
reporting. The Company’s internal control over financial reporting is a process designed to provide
reasonable assurance regarding the reliability of financial reporting and the preparation of financial
statements for external purposes in accordance with generally accepted accounting principles. The
Company’s internal control over financial reporting includes those policies and procedures that (i) pertain to
the maintenance of records that, in reasonable detail, accurately and fairly reflect the transactions and
dispositions of the assets of the Company; (ii) provide reasonable assurance that transactions are recorded as
necessary to permit preparation of financial statements in accordance with generally accepted accounting
principles, and that receipts and expenditures of the Company are being made only in accordance with
authorizations of management and directors of the Company; and (iii) provide reasonable assurance
regarding prevention or timely detection of unauthorized acquisition, use, or disposition of the Company’s
assets that could have a material effect on the financial statements.

Management assessed the effectiveness of the Company’s internal control over financial reporting
as of December 31, 2006. In making its assessment of the effectiveness of the Company’s internal control
over financial reporting, management of the Company has utilized the criteria established in Internal Control
— Integrated Framework issued by the Committee of Sponsoring Organizations of the Treadway
Commission (COSO).

Based on management’s assessment, we concluded that, as of December 31, 2006, the Company’s
internal control over financial reporting is effective based on those criteria. Management has excluded Cash
America Net Holdings, LLC ("CashNetUSA") from its assessment of internal control over financial
reporting as of December 31, 2006, because its assets were acquired by the Company in a purchase business
combination during the third quarter of 2006. CashNetUSA’s total assets and total revenue were less than
6% and 5%, respectively, of the related consolidated financial statement amounts as of and for the year
ended December 31, 2006.

Management’s assessment of the effectiveness of the Company’s internal control over financial
reporting as of December 31, 2006 has been audited by PricewaterhouseCoopers LLP, an independent
registered public accounting firm, as stated in their report which appears in this Form 10-K.

/s/ DANIEL R. FEEHAN /s/ THOMAS A. BESSANT. JR.
Daniel R. Feehan Thomas A. Bessant, Jr.
President and Chief Executive Officer Executive Vice President and

Chief Financial Officer

February 26, 2007 February 26, 2007
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CASH AMERICA INTERNATIONAL, INC. AND SUBSIDIARIES
CONSOLIDATED BALANCE SHEETS
(in thousands, except share data)

December 31,

2006 2005
Assets
Current assets:
Cash and cash equIVAIENTS ...........cceeiiiiiiieiecreeteeecee e $ 25,723 $ 18,852
PAWI LOANS. .....evviiiieiiie ettt e e e e s et e e e eaae e e enaeeean 127,384 115,280
CaSh AdVANCES, NET ......oovviiieieie ettt et e et e e e eeaaeeeeenaeeeeas 79,975 40,704
Merchandise held for disposition, Net...........ceeeeriieriieieeienieeee e 87,060 72,683
Finance and service charges receivable.........cocveviieiiriinienieeeieceeee e 25,377 22,048
Other receivables and prepaid EXPenSes.........oocververiierieeieriierieneerresee e saeeneeenns 16,128 13,406
Deferred taX ASSELS......ccciuiieieeiie ettt eaaa e 16,324 11,274
TOtal CUITENT ASSELS ...vvveeeiiiieee ittt et e e e e e e e e e e e e e s eennaaaeeeeeeeas 377,971 294,247
Property and equipment, NEt ..........ceoeeriirierieriee e 119,261 94,856
GOOAWILL ...t ettt e et e e et e eeteeeeaeeeteseeaeeenees 238,499 174,987
Intangible aSSEtS, NMET.....c.eeiiiieiieiiereee et 27,477 23,391
OtNET ASSEES ...iuvieeetieetie et ettt ettt e et e e et e et e e et e eeteeeeteeeteeeeaeeeteeeaeeeseseeaeeennens 13,036 11,167
TOTAL ASSELS.....veviieeeeeeeeeeeee et ettt ettt ee ettt e st e se et e eeeeneeneense e e seeeee e $ 776,244 $ 598,648
Liabilities and Stockholders’ Equity
Current liabilities:
Accounts payable and accrued EXPENSES .......c.ecverreerierrieriieieerierieesreeeeeeeseeneeens $§ 91,217 $§ 37217
CUSLOMET AEPOSILS ..vrvverereiieieeieeieeteetee st esteereebeseresteesteesseessesssesssesseesseenseensenns 7,464 6,239
Income taxes currently payable .........c.occveiieierieiiieiecieceese e 2,691 1,449
Current portion of long-term debt ...........cceevieeieriieiiieieeeeeee e 16,786 16,786
Total current HabIIItIES .........ccvveiieeeie et eaee e e eareeeeens 118,158 61,691
Deferred tax Habilities. .......ccueeiierieeeereee et 12,770 11,344
Other HADIIITIES. ......eeeieeieeeceee e e e eee e e e e e eenneeeeennns 1,625 1,689
Long-term debt........ooiuiiiieieee e 202.963 149,208
TOtal HADIIITICS .....ceveeeeeieee et e et e et eeeaeeeas 335,516 223,932
Commitments and contingencies (Note 10)
Stockholders’ equity:
Common stock, $.10 par value per share, 80,000,000 shares authorized,

30,235,164 SNAreS 1SSUE. ....eeiiieeiieeeieie ettt eare e e eaeeeeas 3,024 3,024
Additional paid-in capital ..........cceccviiviiiiiiiicieee e 161,683 156,557
Retained CarniNgs .......c.ccveruieriieiiiiieiieritete et et e ste e teeteebeeeaeseaesaeesseesseensesnnenns 287,962 229,975
Accumulated other comprehensive income (10SS) ........ocvevveerieriieieneenieneeieennns 20 )
Notes receivable secured by common StOCK..........cevverviiciiicierienieieeieeeeeeeiens (18) (2,488)
Treasury shares, at cost (565,840 shares and 999,347 shares December 31, 2006

and 2005, 18SPECHIVELY) .uvvrrieieiieiiieieeie ettt (11,943) (12,347)

Total Stockholders’ @qUILY ......ccverierieereieie et 440,728 374,716
Total liabilities and stockholders” equity...........c.ccveevevievierieneseeieeeieieienen $ 776,244 $ 598,648

See Notes to Consolidated Financial Statements.
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CASH AMERICA INTERNATIONAL, INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF INCOME
(in thousands, except per share data)

Year Ended December 31,
2006 2005 2004
Revenue
Finance and Service Charges..........cocueveeriieienienienienceie e $149,472 $139,772 $110,495
Proceeds from disposition of merchandise ............ccccccevveviieciinieneennns 335,552 301,502 250,291
Cash adVance TEES .......uviiiieeiiiieeie e 195,105 142,068 99,202
Check cashing fees, royalties and other............cccoevevieiiiciicienieee, 13,085 11,004 9.490
Total REVEIUE........c..covvvviiiiiiiiieeeee et e e eeaaaes 693,214 594,346 469,478
Cost of Revenue
Disposed MerchandiSe ...........cceecueeeueeienieriierieeie e seeseeeee e eeeeseeeeeens 204,929 183,799 153.866
INEt REVEINUE. .......coiiiiiiiiiiiiieicee ettt 488,285 410,547 315,612
Expenses
OPETALIONS ...ttt et et ete et et ebeesbesetessaesseesseeseensesssesseaseenseans 245,885 220,357 173,277
Cash advance 10SS ProvisSion .........ccceeceereerirreere s 59,563 42,834 23,529
AdMINISTIATION ..eeiviieiiieciie ettt eee e ree et e e e e sreesaeesebeesaneenes 51,506 43,227 40,183
Depreciation and amortiZation ...........ceeveereerersiesieseesie e 27.312 23,417 17.210
Total EXPENSES .......oovviiviiieieiieiieieete ettt be e seesaeesreeseense e 384.266 329.835 254,199
Income from OPerations ................c.oecevvivieniierieneeie e 104,019 80,712 61,413
INEETESt EXPENSE. c..eveeniiiiiieeiiieiteet ettt ettt (11,945) (10,610) (8,148)
INEETEST INCOMC......veeeiieiiieiiiecie ettt sre e e sbeesareesteesaeesebeennneenes 1,631 1,614 642
Foreign currency transaction gain (10SS) .......cceeverererererenneeiesieneenne 296 (834) 1,116
Gain from termination of CONtract ........c.cceveereeririiiiiinienceeeieeeeieens 2,167 — —
Income from Continuing Operations before Income Taxes................ 96,168 70,882 55,023
Provision for INCOME taXES......cuerveruirieririeieieierieniesie e 35,228 26,061 20,058
Income from Continuing Operations.................ccccoeoieiiiiiiiinienie. 60,940 44,821 34,965
(Loss) income from discontinued operations before income taxes
(including loss on disposal of $56 for 2005 and gain of $19,023 for
2004) ettt et — (56) 28,284
Provision for income (taxes) benefit (including taxes on gain from
disposal of $253 for 2005 and $(3,608) for 2004) ...........cccvevverennnnen. — 253 (6.414)
Income from discontinued OpPerations............cccevvereeeeeereeseenieeieenennnans — 197 21,870
Net INCOIME. ........ccoouiiiiiiiiiiiince e e $ 60940 $ 45018 §$ 56,835
Earnings Per Share:
Basic —
Income from continuing OPETAtiONS .........cocveveveevereerrvererieereeeerereaeenas $ 205 $ 153 § 123
Income from discontinued operations.............cccoeeeeveveieveeeeeeeeerennen, $ — § o.01 $ 077
NELINCOIME ...ttt ettt b et s bbb sens $ 205 § 154 § 200
Diluted —
Income from continuing OPETAtioNS .........c.cveveverveveerrvereririereeserereeenes $ 200 $ 148 § 1.18
Income from discontinued Operations............ccveeveeveeeeneenieesuesnennn $ — $ 0.01 § 074
INEL INCOIME .....vviiveeiieteiiie ettt ettt bese et ss s se b seseesebesenas $ 200 § 149 $§ 192
Weighted average common shares outstanding:
BaSIC ottt 29,676 29,326 28,468
DIIUEEA ..ot 30,532 30,206 29,584
Dividends declared per common share.............cccceeveveievereeeriereieiereeene, $ 010 $ 010 § 037

See Notes to Consolidated Financial Statements.
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CASH AMERICA INTERNATIONAL, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF STOCKHOLDERS’ EQUITY
(in thousands, except share data)

Year Ended December 31,
2006 2005 2004
Shares Amount Shares Amount Shares Amount
Common stock
Balance at end of year ..........c..c..c...... 30,235,164 $ 3,024 30,235,164 $ 3.024 30,235,164 $ 3.024
Additional paid-in capital
Balance at beginning of year ............. 156,557 154,294 141,867
Reissuance of treasury shares............ — — 7,298
Shares issued under stock-based plans (2,765) (445) 210
Stock-based compensation expense... 2,623 1,677 1,199
Excess tax benefit from stock-based
COMPENSALION ..o 5.268 1,031 3,720
Balance at end of year.................... 161,683 156,557 154,294
Retained earnings
Balance at beginning of year ............. 229,975 187,860 141,642
Net INCOME ...oooevviieeeiiieceiiee e, 60,940 45,018 56,835
Dividends declared...........ccccueneennee. (2.953) (2.903) (10,617)
Balance at end of year.................... 287,962 229.975 187,860
Accumulated other comprehensive
income (loss)
Balance at beginning of year ............. 5) — 7,995
Unrealized derivatives gain (loss) ..... 25 %) —
Foreign currency translation gain...... — — (1,741)
Sale of subsidiaries...........ccceeeuvennen.. — — (6,254)
Balance at end of year.................... 20 (%) —
Notes receivable secured by common
stock
Balance at beginning of year ............. (2,488) (2,488) (2,488)
Payments on notes receivable............ 2.470 — —
Balance at end of year.................... (18) (2.488) (2.488)
Treasury shares at cost
Balance at beginning of year ............. (999,347) (12,347)  (938,386) (8,754) (2,040,180) (15,547)
Purchases of treasury shares.............. (258,063) (9,602) (298,210) (6,239)  (184,198) (4,328)
Reissuance of treasury shares............ — — — — 578,793 5,264
Shares issued under stock-based plans 691,570 10,006 237.249 2,646 707.199 5.857
Balance at end of year.................... _(565,840) (11.,943) _(999.347) (12.347) _(938,386) (8.754)
Total Stockholders’ Equity ................ $ 440,728 $ 374,716 $ 333,936

CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME
(in thousands)

Year Ended December 31,
2006 2005 2004
NEEINCOIIC ...ttt st sttt $ 60940 $ 45018 $ 56,835
Other comprehensive loss —
Unrealized derivative gain (loss), net of tax expense (benefit) of $14 and $(3). 25 &) —
Foreign currency translation loss, net of taxes of $-0- ........ccccooeiiriiiiiincnn. — — (1.741)
Total Comprehensive INCOME ........ccvciiverieieiiieieieiee e $ 60965 § 45013 § 55,094

See notes to consolidated financial statements.
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CASH AMERICA INTERNATIONAL, INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CASH FLOWS
(in thousands)

Year Ended December 31,
2006 2005 2004
Cash Flows from Operating Activities of Continuing Operations:
INEE TICOIMIC .ottt eee et et e et et et eeeeesesueeseese st enseeesensesseeneseteneeeeeesennen $ 60940 $ 45,018 $ 56,835
Income from discontinued OPErations............ccueveereerreerieerieeieeeeseesieereereeeeneeens — (197) (21,870)
Adjustments to reconcile net income to net cash provided by operating activities:
Depreciation and amortiZation .............cceeeververeerieenreeeeeeeseesseesseesseeseessesseesses 27,312 23,417 17,210
Cash advance 10SS PrOVISION. ........ccuerierierierieeieeiesetesteeeeereseee e seeeseesesenesnees 59,563 42,834 23,529
Stock-based comMPensSation EXPENSE........ccerverrrerrrereerrereenreesreeeesaeseesseenseesennns 2,623 1,677 1,199
Foreign currency transaction (gain) 1SS .......ccoceveerieriieiireieeieeeiee e (296) 834 (1,116)
Gain on termination Of CONEIACT..........oeiieririiiiieieeeeee e (2,167) — —
Changes in operating assets and liabilities —
Merchandise held for diSpoSition ............cceeveiiveiiieriieiieie e 7,128 12,499 4,830
Finance and service charges receivable...........cociiiiirieienieieieneceeeee e 4,579) (1,861) (1,359)
Other receivables and prepaid EXPEnSes........c.coveeereeuieierierienesesesieeeeeeeeeeens (4,981) (3,191) (2,569)
Accounts payable and accrued EXPenSes ........ccvevvieveieiereerienieerieieereeaeseeneees 17,969 4,264 (5,723)
CUuStOmEr dEPOSILS, NEL ...veeuvieeiieeieieieriieieie ettt et eeeaesre e e ebeesbeesaesenessees 696 461 714
CUurrent INCOME tAXES, NEL.......veiiiereeeiirieeeeieieeeeeeeeeeeeeeeeeeeeeaeeeeeaeeeeeareeeeaeees 6,510 229 3918
Excess income tax benefit from stock-based compensation............cccceevvereneneen. (5,268) (1,031) (3,720)
Deferred iNCOME taXeS, NEt.........cccueeiiiriieeeieie e e (3.638) (1,633) 5.074
Net cash provided by operating activities of continuing operations ............... 161,812 123,320 76,952
Cash Flows from Investing Activities of Continuing Operations:
Pawn 10ans MAdE.........cceeiiieiiieieiie ettt ae e esneeseens (395,104) (361,077) (290,013)
Pawn 10ans 1€Paid ........coeiuieiiieiiie et e 210,177 202,015 157,624
Principal recovered on forfeited loans through dispositions........c..ccccecceveeveeennee 158,568 139,365 122,115
Cash advances made, assigned or purchased ...........ccocoeoeriiiiiniienieiieeeeeee (759,822) (624,303) (447,113)
Cash advances rePaid.........cccceeiervieiiieiieiecieieere ettt saeeereereenre e 682,473 578,475 418,647
Acquisitions, net of cash acqUIred ..........ccoeoeevieriiiiiiieeeee e (64,927) (19,937) (122,413)
Purchases of property and equIpmMent ............ccoecveeeverienieneeneeie e esie e (46,355) (27,255) (28,491)
Proceeds from insurance Claims............ccceeevviiiiieeieeiieeeee et 1,934 530 —
Proceeds from disposition of assets and termination of contract ..............c.cevenens 2,198 486 —
Net cash used by investing activities of continuing operations.................c........ (210.,858) (111,701) (189,644)
Cash Flows from Financing Activities of Continuing Operations:
Net borrowings (repayments) under bank line of credit..........cccecveverienvenennennen. 10,540 (21,346) 24,372
Issuance of loNG-term NOLES ...........ecveecuiecierieriieieeie e seeseeseeere e eeseee e eeeenee e 60,000 40,000 —
Debt iSSUANCE COSES PALA ...eevveeeieieierieiieie ettt ae e sseeseeenneenne e (261) (1,328) —
Payments on notes payable and other obligations............cccceeeevoierienieieniiieee (16,786) (19,286) (8,286)
Payments on notes receivable secured by common stock.........cccceceeveceeciecienennnn 2,470 — —
Proceeds from exercise of StoCk OPtioNS.........c.eecuerierierieieiie et 7,241 2,202 6,067
Excess income tax benefit from stock-based compensation .............c.cceeeveeveennns 5,268 1,031 3,720
Treasury shares purchased ...........cocoeiiiiiiiiiiiiie e (9,602) (6,240) (4,328)
Dividends Paid .........ceeveieeiieiicii ettt (2,953) (2.903) (10,617)
Net cash provided (used) by financing activities of continuing operations........ 55,917 (7.870) 10,928
Cash Flows from Discontinued Operations:
Net cash provided by operating activities of discontinued operations................... — — 9,022
Net cash provided by investing activities of discontinued operations ................... — — 97,791
Net cash used by financing activities of discontinued operations.............c..cceeu... — — (1,905)
Net cash provided by discontinued Operations.............cceevereveceeevervesieesrennennenn — — 104,908
Net increase in cash and cash equivalents .............ccecverieiercenienieeee e 6,871 3,749 3,144
Cash and cash equivalents at beginning of Year ...........ccecevcvevierierieecieeieseeeeee e 18,852 15.103 11,959
Cash and cash equivalents at €nd Of YEAr ........ccccveviiieieieieieieeceeeee e $ 25723 $§ 18852 § 15,103

See notes to consolidated financial statements.
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CASH AMERICA INTERNATIONAL, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

1.  Nature of the Company

Cash America International, Inc. (the “Company”) is a provider of specialty financial services to
individuals in the United States. The Company offers secured non-recourse loans, commonly referred to as
pawn loans, to individuals through its pawn lending operations. The pawn loan portfolio generates finance
and service charges revenue. A related activity of the lending operations is the disposition of merchandise,
primarily collateral from unredeemed pawn loans. The Company also offers unsecured cash advances in
selected lending locations and over the internet and on behalf of independent third-party lenders in other
locations and over the internet. In addition, the Company provides check cashing and related financial
services through many of its lending locations and through its franchised and company-owned check
cashing centers.

On September 15, 2006, the Company, through its wholly-owned subsidiary Cash America Net
Holdings, LLC, purchased substantially all of the assets of The Check Giant, LLC (“TCG”). TCG offered
short-term cash advances exclusively over the internet under the name “CashNetUSA.” The Company paid
an initial purchase price of approximately $35.9 million in cash at closing and transaction costs of
approximately $2.9 million. The operating results of CashNetUSA have been included in the Company’s
consolidated financial statements from the date of acquisition. See Note 3.

As of December 31, 2006, the Company had 918 total locations and an internet-based subsidiary
offering products and services to its customers. The pawn lending operations consisted of 487 pawnshops,
including 475 owned units and 12 unconsolidated franchised units in 22 states. The cash advance operations
consisted of 295 locations in 7 states, and CashNetUSA which serves multiple markets through its internet
distribution channel and had cash advances outstanding in 29 states. The check cashing operations
consisted of 136 total locations, including 131 franchised and 5 company-owned check cashing centers in 18
states.

Prior to September 7, 2004, the Company also provided financial services to individuals in the
United Kingdom and Sweden (the “foreign pawn lending operations™). In order to dedicate its strategic
efforts and resources on the growth opportunities of pawn lending and cash advance activities in the United
States, the Company sold its foreign pawn lending operations on September 7, 2004. The results of the
foreign pawn lending operations have been reclassified as discontinued operations for all periods presented
in accordance with Statement of Financial Accounting Standards (“SFAS”) No. 144, “Accounting for the
Impairment or Disposal of Long-Lived Assets.” See Note 17.

2. Summary of Significant Accounting Policies

Basis of Presentation e The consolidated financial statements include the accounts of the Company and its
majority-owned subsidiaries. All significant intercompany accounts and transactions have been eliminated
in consolidation.

Use of Estimates e The preparation of financial statements in conformity with generally accepted
accounting principles requires management to make estimates and assumptions that affect the reported
amounts of assets and liabilities and disclosure of contingent assets and liabilities at the dates of the
financial statements and the reported amounts of revenue and expenses during the reporting periods. On an
ongoing basis, management evaluates its estimates and judgments, including those related to revenue
recognition, merchandise held for disposition, allowance for losses on cash advances, long-lived and
intangible assets, income taxes, contingencies and litigation. Management bases its estimates on historical
experience and on various other assumptions that are believed to be reasonable under the circumstances, the
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CASH AMERICA INTERNATIONAL, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued)

results of which form the basis for making judgments about the carrying values of assets and liabilities.
Actual results may differ from these estimates under different assumptions or conditions.

Foreign Currency Translations e Notes receivable and related interest receivable resulting from the sale of
the Company’s foreign pawn lending operations are denominated in Swedish kronor. The balances are
translated into U.S. dollars at the exchange rates in effect at the balance sheet date. Interest income on the
notes is translated at the monthly average exchange rates. All realized and unrealized transaction gains and
losses are included in determining net income for the reporting period.

For the periods prior to the sale of its foreign pawn lending operations, the functional currencies for
the foreign subsidiaries were the local currencies. The assets and liabilities of those subsidiaries were
translated into U.S. dollars at the exchange rates in effect at each balance sheet date, and the resulting
adjustments were accumulated in other comprehensive income (loss) as a separate component of
stockholders’ equity. Revenue and expenses were translated at the monthly average exchange rates
occurring during each year.

Cash and Cash Equivalents ¢ The Company considers cash on hand in operating locations, deposits in
banks and short-term marketable securities with original maturities of 90 days or less as cash and cash
equivalents.

Revenue Recognition e Pawn loans are made on the pledge of tangible personal property. The Company
accrues finance and service charges revenue only on those pawn loans that the Company deems collectible
based on historical loan redemption statistics. Pawn loans written during each calendar month are
aggregated and tracked for performance. The gathering of this empirical data allows the Company to
analyze the characteristics of its outstanding pawn loan portfolio and estimate the probability of collection
of finance and service charges. For loans not repaid, the carrying value of the forfeited collateral
(“merchandise held for disposition”) is stated at the lower of cost (cash amount loaned) or market. Revenue
is recognized at the time that merchandise is sold. Interim customer payments for layaway sales are
recorded as customer deposits and subsequently recognized as revenue during the period in which the final
payment is received.

Cash advances provide customers with cash in exchange for a promissory note or other repayment
agreement supported, in most cases, by that customer’s personal check or authorization to debit that
customer’s account via an Automated Clearing House (“ACH”) transaction for the aggregate amount of the
payment due. To repay the cash advance, a customer may pay cash, or, as applicable, allow the check to be
presented for collection, or allow the customer’s checking account to be debited through an ACH for the
amount due. The Company accrues fees and interest on cash advances on a constant yield basis ratably over
the period of the cash advance, pursuant to its terms. For those locations that offer cash advances from
third-party lenders, the Company receives a credit services fee for services provided on their behalf and on
behalf of borrowers. These fees are deferred and amortized over the term of the loan.

During 2005, the Company started providing a cash advance product in some markets under a credit
services organization program, whereby the Company assists in arranging loans for customers from
independent third-party lenders. The Company also guarantees the customer’s payment obligations in the
event of default if the customer is approved for and accepts the loan. The borrower pays fees to the
Company under the credit services organization program (“CSO fees™”) for performing services on the
borrower’s behalf, including credit services, and for agreeing to guaranty the borrower’s payment
obligations to the lender. As a result of providing the guaranty, a portion of the CSO fees is accounted for in
accordance with Financial Accounting Standards Board (“FASB”) Interpretation No. 45, “Guarantor’s
Accounting and Disclosure Requirements for Guarantees, Including Indirect Guarantees of Indebtedness of
Others.” The CSO fees are deferred and amortized over the term of the loan and recorded as cash advance
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CASH AMERICA INTERNATIONAL, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued)

fees in the accompanying consolidated statements of income. The contingent loss on the guaranteed loans is
accrued and recorded as a liability. See Note 4.

The Company records fees derived from its owned check cashing locations and many of its lending
locations in the period in which the service is provided. Royalties derived from franchise locations are
recorded on an accrual basis. Other revenues derived from other financial services such as money order
commissions, prepaid debit card fees, etc. are recognized when earned.

Allowance for Losses on Cash Advances e In order to manage the portfolio of cash advances effectively,
the Company utilizes a variety of underwriting criteria, monitors the performance of the portfolio, and
maintains either an allowance or accrual for losses.

The Company maintains either an allowance or accrual for losses on cash advances (including fees
and interest) at a level estimated to be adequate to absorb credit losses inherent in the outstanding combined
Company and third-party lender portfolio (the portion owned by independent third-party lenders). The
allowance for losses on Company-owned cash advances offsets the outstanding cash advance amounts in the
consolidated balance sheets. Active third-party lender-originated cash advances are not included in the
consolidated balance sheets. An accrual for contingent losses on third-party lender-owned cash advances
that are guaranteed by the Company is maintained and included in “Accounts payable and accrued
expenses” in the consolidated balance sheets.

Cash advances written during each calendar month are aggregated and tracked to develop a
performance history. The Company stratifies the outstanding combined portfolio by age, delinquency, and
stage of collection when assessing the adequacy of the allowance for losses. Historical collection
performance adjusted for recent portfolio performance trends is utilized to develop expected loss rates to
establish either the allowance or accrual. Increases in either the allowance or accrual are created by
recording a cash advance loss provision in the consolidated statements of income. The Company charges
off all cash advances once they have been in default for 60 days or sooner if deemed uncollectible.
Recoveries on losses previously charged to the allowance are credited to the allowance when collected.

The allowance deducted from the carrying value of cash advances was $19.5 million and $6.3
million at December 31, 2006 and 2005, respectively. The accrual for losses on third-party lender-owned
cash advances was $1.2 million and $874,000 at December 31, 2006 and 2005, respectively. See Note 4.

Merchandise Held for Disposition and Cost of Disposed Merchandise ® Merchandise held for disposition
includes merchandise acquired from unredeemed loans, merchandise purchased directly from the public and
merchandise purchased from vendors. Merchandise held for disposition is stated at the lower of cost
(specific identification) or market. The cost of merchandise, computed on the specific identification basis,
is removed from merchandise held for disposition and recorded as a cost of revenue at the time of sale.
Cash received upon the sale of forfeited merchandise is classified as a recovery of principal on unredeemed
loans under investing activities and any related profit or loss on disposed merchandise is included in
operating activities in the period when the merchandise is sold. The Company provides an allowance for
valuation and shrinkage based on management’s evaluation of the characteristics of the merchandise. The
allowance deducted from the carrying value of merchandise held for disposition amounted to $1.9 million
and $1.8 million at December 31, 2006 and 2005, respectively.
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CASH AMERICA INTERNATIONAL, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued)

Property and Equipment e Property and equipment is recorded at cost. The cost of property retired or sold
and the related accumulated depreciation are removed from the accounts, and any resulting gain or loss is
recognized in the consolidated statements of income. Depreciation expense is generally provided on a
straight-line basis, using the following estimated useful lives:

Buildings and building improvements ) ...............ccccoooveivieieieeieeeeeeeeenn 7 to 40 years
Leasehold improvements @ ..............o.oveveveeeeeeeeeeeeeeeeeeeeeeeeeeee e 2 to 10 years
Furniture, fixtures and €qQUIPMENt ..........cccvevverieriienieeieereeseesee e ere e eeeeeees 2 to 7 years
COMPULET SOTEWATE .....vieeieiiieiieeie ettt ettt ettt et beeeeas 3 to 5 years

() Structural components are depreciated over 30 to 40 years and the remaining building systems and
features are depreciated over 7 to 20 years.

@ Leasehold improvements are depreciated over the terms of the lease agreements with a maximum of 10
years.

Software Development Costs @ The Company develops computer software for internal use. Internal and
external costs incurred for the development of computer applications, as well as for upgrades and
enhancements that result in additional functionality of the applications, are capitalized. Internal and external
training and maintenance costs are charged to expense as incurred. When an application is placed in
service, the Company begins amortizing the related capitalized software costs using the straight-line method
and an estimated useful life varying from 3 to 5 years.

Goodwill and Other Intangible Assets ¢ SFAS No. 142, “Goodwill and Other Intangible Assets,” became
effective January 1, 2002, and, as a result, the Company discontinued the amortization of goodwill as of that
date. In lieu of amortization, the Company is required to perform an impairment review of goodwill at least
annually. The Company completed its reviews during 2004, 2005 and 2006. Based on the results of these
tests, management determined that there was no impairment as the respective fair values of each of the
Company’s reporting units exceeded their respective carrying amounts. See Note 6.

The Company amortizes intangible assets with an estimable life on the basis of their expected
periods of benefit, generally 3 to 10 years. The costs of start-up activities and organization costs are
charged to expense as incurred.

Impairment of Long-Lived Assets e An evaluation of the recoverability of property and equipment and
intangible assets is performed whenever the facts and circumstances indicate that the carrying value may be
impaired. An impairment loss is recognized if the future undiscounted cash flows associated with the asset
are less than the asset’s corresponding carrying value. The amount of the impairment loss, if any, is the
excess of the asset’s carrying value over its estimated fair value.

Income Taxes e The provision for income taxes is based on income before income taxes as reported for
financial statement purposes. Deferred income taxes are provided for in accordance with the assets and
liability method of accounting for income taxes in order to recognize the tax effects of temporary
differences between financial statement and income tax accounting.

Hedging and Derivatives Activity e As a policy, the Company does not engage in speculative or leveraged
transactions, nor does it hold or issue financial instruments for trading purposes. The Company does
periodically use derivative financial instruments, such as interest rate cap agreements, for the purpose of
managing interest rate exposures that exist from ongoing business operations. In September 2005, the
Company entered into an interest rate cap agreement that has been determined to be a perfectly effective
cash flow hedge pursuant to SFAS No. 133, “Accounting for Derivative Instruments and Hedging
Activities™ (**SFAS 133”), and its corresponding amendments under SFAS No. 138 “Accounting for Certain
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Derivative Instruments and Certain Hedging Activities — an Amendment of FASB Statement No. 133”
(“SFAS 138”) and SFAS No. 149 “Amendment of FASB Statement No. 133 on Derivative and Hedging
Activities” (“SFAS 149”). The fair value of the interest rate cap agreement is recognized in the
accompanying consolidated balance sheets and changes in its fair value are recognized in accumulated other
comprehensive income/loss. The Company also entered into foreign currency forward contracts in 2005 to
minimize the effect of market fluctuations. See Note 13. The Company may periodically enter into forward
sale contracts with a major gold bullion bank to sell fine gold that is produced in the normal course of
business from the Company’s liquidation of forfeited gold merchandise. These contracts are not accounted
for as derivatives because they meet the criteria for the normal purchases and normal sales scope exception
in SFAS 133.

Operations and Administration Expenses e Operations expenses include expenses incurred for personnel,
occupancy and marketing that are directly related to the pawn lending, cash advance and check cashing
operations. These costs are incurred within the lending locations and the Company’s call centers for
customer service and collections. In addition, similar costs related to non-home office management
supervision and oversight of locations are included in operations expenses. Administration expenses
include expenses incurred for personnel and general office activities such as accounting and legal directly
related to corporate administrative functions.

Advertising Costs e Costs of advertising are expensed at the time of first occurrence. Advertising expense
for continuing operations was $18.5 million, $12.9 million and $11.2 million for the years ended December
31, 2006, 2005, and 2004, respectively.

Stock-Based Compensation e Beginning January 1, 2006, the Company has accounted for its stock-based
employee compensation plans in accordance with Statement of Financial Accounting Standards No. 123R,
“Share-Based Payment” (“SFAS 123R”), using the modified prospective method. Under the modified
prospective method, the Company is required to recognize compensation expense over the remaining
vesting periods for the portion of stock-based awards for which the requisite service had not been rendered
as of January 1, 2006. Prior to January 1, 2006, stock-based compensation was accounted for in accordance
with Accounting Principles Board Opinion No. 25, “Accounting for Stock Issued to Employees,” often
referred to as the “intrinsic value” based method, and no compensation expense was recognized for the stock
options. The financial statements for the years ended December 31, 2005 and 2004, which were prior to the
adoption of SFAS 123R, have not been restated and do not reflect the recognition of the compensation cost
related to the stock options. The Company has elected to use the transition method of FASB Staff Position
FAS 123(R)-3, “Transition Election Related to Accounting for Tax Effects of Share-Based Awards™ (“FSP
FAS 123 (R)-3”), the “short-cut method” to determine its pool of windfall tax benefits as of January 1, 2006.
The following table illustrates the effect on net income and earnings per share had the Company applied
SFAS No. 123R for the year ended December 2005 and 2004 (in thousands, except per share amounts).
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Included in the pro forma amounts below for 2004 is the effect of the vesting of 576,547 shares
which accelerated pursuant to the original terms of the options due to price performance of the underlying
Company shares. As a result, the pro forma compensation expense of those option shares is reflected in
2004, rather than in future years had scheduled vesting occurred during the years 2005 through 2007. No
accelerated vesting of stock options occurred during 2005.

2005 2004
Income from continuing operations — as reported ...........ccevvereerererreeeeenenne § 44,821 $§ 34,965
Deduct: Stock option compensation expense @............cccccoovovveeeieererennnn, 65 1.005
Income from continuing operations — pro forma...........cccecceeeeveeneeneeneeeene $ 44756 $ 33,960
Net income — as TEPOTLEd .......ocveviieveeiieieeiieieecceteteee ettt § 45018 $ 56,835
Deduct: Total stock-based employee compensation expense @ ................... 65 1.005
Net iNCOME — Pro fOIMA......ciiveieiirieietiieeietesiee ettt ettt sb et $ 44953 $ 55.830
Net income per share —
Basic:
Income from continuing operations — as reported...........ceocerveereenieneneenne $ 153  §$ 1.23
Income from continuing operations — pro forma ........c..cecceveeereencencneene $ 153  §$ 1.20
Net income — as rePOTtEd ........ovevieviieriereererieteeeeteereee ettt $§ 154 $ 2.00
Net income — Pro fOrma ........cecvevieviieriiieierieieeeeeeeeteee et $§ 154 $ 197
Diluted:
Income from continuing operations — as reported...........cecvevvrreerreneenenns $ 148 § 1.18
Income from continuing operations — pro forma ............c.cceeevervenreneeenenne $ 148 § 1.14
Net income — as rEPOITEd ...ouveuiviieriiieeieieeieeieteeeee ettt ev et $§ 149 § 192
Net incomMe — Pro fOrMA.......ocivviieririeieriieeieteeeee ettt § 148 $§ 188

@ Determined under fair value based method for all awards, net of related tax effects. “All awards” refers to
awards granted, modified, or settled in fiscal periods beginning after December 15, 1994, that is, options for
which the fair value was required to be measured under SFAS 123.

Net Income Per Share e Basic net income per share is computed by dividing net income by the weighted
average number of common shares outstanding during the year. Diluted net income per share is calculated
by giving effect to the potential dilution that could occur if securities or other contracts to issue common
shares were exercised and converted into common shares during the year. Units issued under the
Company’s restricted stock awards are included in diluted shares upon the granting of the awards even
though the vesting of shares will occur over time.
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The following table sets forth the reconciliation of numerators and denominators of basic and
diluted earnings per share computations for the years ended December 31, 2006, 2005 and 2004 (in
thousands, except per share amounts):

2006 2005 2004
Numerator:
Income from continuing operations available to common
SEOCKRNOIAETS ... $ 60,940 $ 44,821 $ 34,965
Income from discontinued operations available to common
SEOCKNOIAETS ...c..eviiiiiiiicii e — 197 21.870
Net income available to common shareholders .......................... $ 60940 $ 45,018 § 56.835
Denominator:
Weighted average common shares outstanding.......................... 29,519 29,215 28,401
Weighted average vested restricted stock units ............ccceeeeee.. 98 47 1
Weighted average shares in non-qualified savings plan............. 59 64 66
Total weighted average basic shares ........c..c.ccocvveeeeieneecncnnns 29,676 29,326 28,468
Effect of shares applicable to stock option plans............ccc....... 488 528 780
Effect of restricted stock unit compensation plans..........c.......... 368 352 336
Total weighted average diluted shares ...........cccccoeoeevvenrnnnne. _ 30,532 30,206 29,584
Basic earnings per share:
Income from continuing OPerations............cceeeeeeeereeniesieneneneas $ 205 $ 153 § 123
Income from discontinued operations..........cceeeveerveeseeenreeeineens — 0.01 0.77
NELINCOME. . .ouevieiiieveeiieieeit ettt s s $ 205 $ 154 $§ 2.00
Diluted earnings per share:
Income from continuing OPerations............cceceeeeeereesiesienenennas $ 200 $ 148 § 1.18
Income from discontinued operations.............ccoeceereevveecueeuennens — 0.01 0.74
INEE INCOME. ..ttt ettt ettt ettt ettt sttt st eee e $ 200 $§ 149 § 192

The shares held in the Company’s non-qualified savings plan have been reclassified to the basic
earnings per share computation as the distribution of those shares is not contingent upon future services. All
prior periods presented have been restated to reflect this reclassification. There is no impact on the
previously reported basic earnings per share from this reclassification.

There were no anti-dilutive shares for the years ended December 31, 2006, 2005 and 2004.

Recent Accounting Pronouncements e In June 2006, the FASB issued Interpretation No. 48, “Accounting
for Uncertainty in Income Taxes” (“FIN 48”). FIN 48 requires that a more-likely-than-not threshold be met
before the benefit of a tax position may be recognized in the financial statements and prescribes how such
benefit should be measured. It requires that the new standard be applied to the balances of assets and
liabilities as of the beginning of the period of adoption and that a corresponding adjustment be made to the
opening balance of retained earnings. FIN 48 will be effective for fiscal years beginning after December 15,
2006. The Company is evaluating the potential effect of FIN 48, but does not expect it to have a material
effect on the Company’s consolidated financial position or results of operations.

In September 2006, FASB issued Statement of Financial Accounting Standards No. 157, “Fair Value
Measurements™ (“SFAS 157”). SFAS 157 defines fair value to be the price that would be received to sell
an asset or paid to transfer a liability in an orderly transaction between market participants at the
measurement date and emphasizes that fair value is a market-based measurement, not an entity-specific
measurement. It establishes a fair value hierarchy and expands disclosures about fair value measurements in
both interim and annual periods. SFAS 157 will be effective for fiscal years beginning after November 15,
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2007 and interim periods within those fiscal years. The Company does not expect SFAS 157 to have a
material effect on the Company’s consolidated financial position or results of operations, but anticipates
additional disclosures when it becomes effective.

Reclassifications e Certain amounts in the consolidated financial statements for 2005 and 2004 have been
reclassified to conform to the presentation format adopted in 2006. These reclassifications have no effect on
net income previously reported.

Revised Consolidated Statements of Cash Flows e The Company revised the consolidated statements of
cash flows for the years ended December 31, 2005 and 2004, to include the proceeds from the sale of the
assets of the discontinued foreign pawn lending operations in the summary of “Cash flows from
discontinued operations” section. Previously, these proceeds were classified in cash flows from investing
activities of continuing operations. This revision has no effect on total cash flows from operating, investing
and financing activities as previously reported but the proceeds from sale of the Company’s foreign pawn
lending operations have been revised to be included in cash flows from discontinued operations. This
revision does not impact the net change in cash and cash equivalents for the years ended December 31, 2005
and 2004.

3.  Acquisitions

CashNetUSA e Pursuant to its business strategy of expanding its reach into new markets with new customers
and new financial services, on September 15, 2006, the Company, through its wholly-owned subsidiary Cash
America Net Holdings, LLC, purchased substantially all of the assets of TCG. TCG offered short-term cash
advances exclusively over the internet under the name “CashNetUSA.” The Company paid an initial
purchase price of approximately $35.9 million in cash and transaction costs of approximately $2.9 million,
and has continued to use the CashNetUSA trade name in connection with its online operations. In
determining the purchase price reached in negotiations leading to the purchase, the Company considered, in
addition to the cost of the assets acquired, management’s assessment of CashNetUSA’s future earnings
potential and the anticipated rate of return from the investment in CashNetUSA. The portion of the
purchase price that exceeds the value of the tangible assets and defined life intangible assets acquired has
been recognized as goodwill. The Company’s consolidated financial statements include the operating results
of CashNetUSA from the date of acquisition. The Company has also agreed to pay up to five supplemental
earn-out payments during the two year period after the closing. The amount of each supplemental payment
will be based on a multiple of earnings attributable to CashNetUSA’s business for the twelve months
preceding the date of determining each scheduled supplemental payment. Each supplemental payment will
be reduced by amounts previously paid. The supplemental payments are to be paid in cash; the Company
may, at its option pay up to 25% of each supplemental payment in shares of its common stock based on an
average share price as of the measurement date. Substantially all of these supplemental payments will be
accounted for as goodwill. The terms and method of calculating these supplemental payments are described
more fully in the asset purchase agreement. The first supplemental payment of approximately $33.8 million,
which was paid in February 2007 in cash, was based on the trailing twelve months earnings of CashNetUSA
through December 31, 2006 and reflects adjustments for amounts previously paid. Goodwill recorded in
connection with the acquisition is deductible for tax purposes. (See Note 20 for pro forma financial
information.)
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Under the purchase method of accounting, the net assets of TCG were recorded at their respective fair
values as of the purchase date. Fair values were determined by internal studies and independent third-party
appraisals. Intangible assets acquired in this transaction, principally non-competition agreements, lead provider
relationships and customer relationships, will be amortized over a period based on their estimated useful lives.
The excess of the cost of acquired assets over the net amounts assigned to assets acquired and liabilities
assumed was recognized as goodwill. The purchase price of CashNetUSA, including the contingent payment as
of December 31, 2006, was allocated as follows (in thousands):

CaSH AAVANCES ....oeoviiiiiecie ettt ettt e et e et e e te e e eteeetaeebaeeteeeteeentreeteeenees $ 18,677
Property and €QUIPIMENL...........cccviiierieriieieeieeteeeeie et eaeste e e ste e bt esaeessesseeseesseesseessesseesseensesnnas 1,562
GOOAWILL....eeiiiieiieeciee ettt ettt e s b e e ta e e s b e e abeestbeeeaseestbeessseessseessseesseesseensseenseeenees 46,871
INEANGIDIE ASSELS ...euvieueieieeiiesiieeieeie ettt ete st e et e e eetestt e teebeenbeessesseesseeseenseenseessansaenseensaenseensennnes 6,264
Other assets (LIabIlItiES), MOt .......eevvierieiieeieeierie ettt ae st e e et e et e enaeesaesseesseensesanes 9
INEt ASSELS ACQUITEA ...e.vveeeieieieieieit et eite et et et e et e st estee e e seesbesneesseesseanseenseessessaesseeseenseensesnnas 73,383
Cash considerations Payable...........cocviiiririiieiiieie et (33,761)
AcCqUiSItion COStS PAYADIE ......cc.evuiiiiiiieicieerr ettt e (844)
Total cash paid fOr ACQUISTEHION ...c.eeueeiieieieieriiee ettt e $ 38,778

Future supplemental payments under the asset purchase agreement will be recorded as goodwill.

Other Acquisitions e Pursuant to the Company’s business strategy of acquiring existing pawnshop and/or
cash advance locations that can benefit from the Company’s centralized management and standardized
operations, during 2006, the Company acquired certain assets of 19 pawnshop locations in purchase transactions
for a total purchase price of $27.2 million. The excess of cost of acquired assets over the net amounts assigned
to assets acquired and liabilities assumed was recognized as goodwill.

In 2005 the Company acquired nine pawnshops and a cash advance location in purchase transactions
for an aggregate purchase price of $19.0 million. Three of the nine pawnshops acquired in 2005 were
franchised locations operated by an entity controlled by the Chairman of the Board of Directors of the
Company. See Note 21. In December 2004, the Company acquired substantially all of the pawn operating
assets of Camco, Inc., which operated under the trade name “SuperPawn” in four states in the western United
States. The transaction provided the Company its initial entry into the western United States for pawn
lending activities. The initial aggregate purchase consideration and costs totaled $118.4 million, which
consisted of $104.8 million in cash and a payable for $1.5 million that was to be reconciled upon post
transaction accounting, 578,793 shares of the Company’s stock valued at $12.6 million and acquisition costs
of $1.0 million. After the post transaction accounting reconciliation, the payable for $1.5 million was
adjusted and settled for $850,000 in 2005, reducing the final aggregate purchase consideration and costs to
$117.7 million. Also in 2004, the Company acquired, in two distinct transactions, the operating assets of 32
cash advance locations in southern California for $14.6 million in cash, and a pawnshop in Florida in
November 2004 for $589,000.

All of the amounts of goodwill recorded in the acquisitions are expected to be deductible for tax
purposes.
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The following table provides information concerning the other acquisitions made by the Company’s
continuing operations during 2006, 2005 and 2004 ($ in thousands):

2006 2005 2004
Number of stores acquired:
Pawnshops.....cccovevieenirenieiciencencnese e 19 9 42
Cash advance 10cations ...........cc.cceeeverreeeieeenreenneans — 1 32
Purchase price allocated to:
PaAWN LOANS .ot $ 4365 $ 3,631 $ 26,781
Finance and service charges receivable................... 467 383 3,715
Cash advances and fees receivable...............c........ 810 34 2,302
Merchandise held for disposition, net ..................... 2,885 1,283 13,592
Property and equipment .............cccovvenieriiecieniennnnns 178 189 7,165
GOOAWIlL....ooiiiiiiiniicccc e 16,668 11,386 65,285
Intangible asSets .........cccvevvereeerierieerieee e 1,475 2,170 20,824
Other assets, net of accrued liabilities..................... 367 (78) (679)
Total purchase price, net of cash acquired........... 27,215 18,998 138,985
Stock issued in aCqUISITIONS ...c.eeeevereeereeerireiieierieeiens — — (12,562)
Note issued in acquisition @ ..........ccccoovvevverevrrennnn — — (2,500)
Final cash settlement for prior year acquisition .......... — 850 —
Purchase price adjustments for prior year acquisition. — 159 —
Cash consideration payable..........cccceceveirinccenenenenne. (1,066) (70) (1,510)
Total cash paid for acquisitions ..............ccceveeuenne $ 26149 $ 19937 $ 122413
@ Note issued in settlement of earn-out agreement related to the acquisition of Cashland in August 2003

which was repaid in 2005.

4.  Cash Advances, Allowance for Losses and Accruals for Losses on Third-Party Lender-Owned
Cash Advances

The Company offers cash advance products through its cash advance locations and most of its
pawnshops. Since its acquisition of CashNetUSA in September 2006, the Company also offers cash
advances through an internet distribution channel. The cash advance products are generally offered as
single payment cash advance loans. These cash advance loans typically have a term of 7 to 45 days and are
generally payable on the customer’s next payday. The Company originates cash advances in some of its
locations and in other locations arranges for customers to obtain cash advances from independent third-party
lenders. In a cash advance transaction, a customer executes a promissory note or other repayment
agreement typically supported by that customer’s personal check or authorization to debit the customer’s
checking account via an ACH transaction. Customers may repay the amount due either with cash, by
allowing their check to be presented for collection, or by allowing their checking account to be debited via
an ACH transaction.

The Company offers services in connection with single payment cash advances originated by
independent third-party lenders, whereby the Company acts as a credit services organization on behalf of
consumers in accordance with applicable state laws (the “CSO program™). Credit services that the
Company provides to its customers under the CSO program include arranging loans with independent third-
party lenders, assisting in the preparation of loan applications and loan documents, and accepting loan
payments at the location where the loans were arranged. To assist the customer in obtaining a loan through
the CSO program, the Company also, as part of the credit services it provides to the customer, guarantees,
on behalf of the customer, the customer’s payment obligations to the third-party lender under the loan. A
customer who obtains a loan through the CSO program pays the Company a fee for the credit services,
including the guaranty, and enters into a contract with the Company governing the credit services
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arrangement. Losses on cash advances acquired by the Company as a result of its guaranty obligations are
the responsibility of the Company. As of December 31, 2006, the CSO program was offered in Texas,
Florida and, on a limited basis, Michigan. The Company discontinued the CSO program in Michigan in
February 2007, and now offers only cash advances underwritten by the Company to customers in that state.

If the Company collects a customer’s delinquent amount that exceeds the amount paid to the third-
party lender pursuant to the terms of the guaranty, the Company is entitled to the excess and recognizes it in
income when collected. Since the Company may not be successful in collection of these delinquent
amounts, the Company’s cash advance loss provision includes amounts estimated to be adequate to absorb
credit losses from cash advances in the aggregate cash advance portfolio, including those expected to be
acquired by the Company as a result of its guaranty obligations. The estimated amounts of losses on
portfolios owned by the third-party lenders are included in “Accounts payable and accrued expenses” in the
consolidated balance sheets.

Prior to the program’s discontinuance, for cash advances originated by commercial banks, the banks
sold participation interests in the bank-originated cash advances to third parties, and the Company purchased
sub-participation interests in certain of those participations. The Company also received an administrative
fee for its services. In order to benefit from the use of the Company’s collection resources and proficiency,
the banks assigned cash advances unpaid after their payment due date to the Company at a discount from the
amount owed by the borrower.

The Company discontinued offering single payment third-party bank-originated cash advances to its
Texas, Florida and North Carolina customers in January 2006, discontinued offering single payment third
party bank-originated cash advances to its Michigan customers in July 2005 and to its California customers
in August 2005, discontinued offering single and multi-payment third-party bank-originated cash advances
to its Georgia customers in April 2006, and discontinued offering multi-payment third-party bank-originated
cash advances to its California customers in July 2006.

Cash advances outstanding at December 31, 2006 and 2005, were as follows (in thousands):

2006 2005

Funded by the Company:
Active cash advances and fees receivable..........cccoovevviiviiecieecie e $ 69489 $ 32,207
Cash advances and fees in COIECHON ..........cccveveieerieeereriiee e 24.499 7,510
Total Funded by the Company...............cccoceevreirieeceninirieeeirreeeenne 93,988 39,717
Purchased by the Company from third-party lenders.............cccoevveviecinenienens 5,500 7.296
Company-owned cash advances and fees receivable, gross............................ 99,488 47,013
Less: AllOWanCe fOr IOSSES........vvvrurvereiriririeiereiisieseieeetsseessseessesesesssessesesesasens 19,513 6,309
Cash advances and fees receivable, net .................cccoovvveevieiieiccceeeceeene $ 79975 $ 40,704
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Changes in the allowance for losses for Company-owned portfolio and the accrued loss for third-
party lender-owned portfolio for the years ended December 31, 2006, 2005 and 2004 were as follows (in
thousands):

2006 2005 2004
Company-owned cash advances
Balance at beginning of YEar.........c.cccoeveveveiiiieriecieeieieeeeas $ 6,309 § 4358 § 3,393
Cash advance 10SS Provision ...........ccceeeueeeeeeenreenreevesienneens 59,284 42,302 23,242
Charge-0ffS ......cvvueieiieieieceeeeeeee e (56,276) (50,145) (29,833)
RECOVETIES....c.iiiiiiiciieieeie e 10,196 9.794 7,556
Balance at end of year...........ccccveieieiiciieieeeeeeeeeeeeee $ 19513 $§ 6309 § 4358
Accrual for third-party lender-owned cash advances
Balance at beginning of year............cccocvevivveiiieieiiiieeeee $ 874 $ 342§ 55
Increase in 10SS PrOVISION........ccvevveereeeeerieneierieeeeeeeeeeeeens 279 532 287
Balance at end of Year..........cccvevveviriiieiiiiieiceeeeeee s $ 1,153 $ 874 3§ 342

Cash advances assigned to the Company for collection were $33.8 million, $67.6 million and $45.9
million during 2006, 2005 and 2004, respectively. The Company’s participation interest in third-party
lender originated cash advances at December 31, 2006, 2005 and 2004 was $-0-, $2.6 million and $7.4
million, respectively.

5.  Property and Equipment

Major classifications of property and equipment at December 31, 2006 and 2005 were as follows (in
thousands):

2006 2005
Accumulated Accumulated
Cost Depreciation Net Cost Depreciation Net
Land ....ccooovvveeiiiiieene. $ 4955 $ — $ 4955 $ 5,014 $ — $ 5014
Buildings and leasehold
improvements............. 130,230 (64,520) 65,710 116,307 (57,228) 59,079
Furniture, fixtures and
equipment................... 79,931 (48,272) 31,659 67,076 (40,910) 26,166
Computer software......... 35,358 (18.421) 16,937 21,229 (16.632) 4,597
Total .....coeeevevereennen. $ 250,474 $A31,213)  $119,261 $209,626 $(114,770) $94.856

The Company recognized depreciation expense of $23.7 million, $20.1 million and $15.9 million
during 2006, 2005 and 2004, respectively.

6.  Goodwill and Other Intangible Assets

Goodwill and other intangible assets having an indefinite useful life are tested for impairment
annually at June 30, or more frequently if events or changes in circumstances indicate that the assets might
be impaired, using a two-step impairment assessment. The first step of the goodwill impairment test, used
to identify potential impairment, compares the fair value of a reporting unit with its carrying amount,
including goodwill. If the fair value of a reporting unit exceeds its carrying amount, goodwill of the
reporting unit is considered not impaired, and the second step of the impairment test is not necessary. If the
carrying amount of a reporting unit exceeds its fair value, the second step of the goodwill impairment test is
performed to measure the amount of impairment loss, if any. The useful lives of other intangible assets
must be reassessed and the remaining amortization periods adjusted accordingly. Based on the results of the
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initial and the subsequent annual impairment tests, management determined that there have been no
impairments.

Goodwill e Changes in the carrying value of goodwill for the years ended December 31, 2006 and 2005
were as follows (in thousands):

Pawn Cash Check
Lending Advance Cashing Consolidated

Balance as of January 1, 2006,

net of amortization of $20,788..................... $125,059 $ 44618 S 5310 $174,987
ACQUISIEIONS ..t 16,668 46,871 — 63,539
AdJUStMEnts ......ccooereieiiieieeee e 27 — — 27

Balance as of December 31, 2006 ............... $141,700 $ 91489 § 5310 $238,499
Balance as of January 1, 2005,

net of amortization of $20,788..................... $114341 $ 44422 $ 5,310 $164,073
ACQUISIEIONS ...t etee e ebeeeveeenens 11,196 190 — 11,386
AdJUStMENtS ....oveeiieieiie e (478) 6 — (472)

Balance as of December 31, 2005 ............... $125.059 §$ 44618 $ 5,310 $174,987

Acquired Intangible Assets ® Acquired intangible assets that are subject to amortization as of December 31,
2006 and 2005, were as follows (in thousands):

2006 2005
Accumulated Accumulated
Cost Depreciation Net Cost Depreciation Net
Non-competition agreements.  $ 11,065 $ (3403) $ 7,662 § 8,555 $ (1,888) $ 6,067
Customer relationships........... 9,674 (5,017) 4,657 6,644 (3,098) 3,546
Lead provider relationships.... 1,877 125) 1,752 — — —
Other ....oovvvevieirieieeecne 526 (120) 406 269 (91) 178
Total .o, $ 23,142 $ (8,665 $14477 § 15468 $ (5,077) $10,391

Non-competition agreements are amortized over the applicable terms of the contracts. Customer
and lead provider relationships are generally amortized over five to six years based on the pattern of
economic benefits provided. At December 31, 2006 and 2005, tradenames of $5.3 million and licenses of
$7.7 million obtained in the acquisitions are not subject to amortization.

Amortization e Amortization expense for the acquired intangible assets is as follows (in thousands):

Actual amortization expense for the year ended December 31:

2000........c.oeeiiie ettt $ 3,653
2005 ...ttt 3,230
2004 ...ttt h bbbttt b bbbttt nens 1,315
Estimated future amortization expense for the years ended December 31:
2007 ..ttt a bt a bt s bbbt n bt s bt nens $ 4431
2008....c ettt s et h bt s bbbt en bt s ettt nenes 3,956
2009ttt bbbttt b ettt bt 3,032
2070wttt bbbttt ettt be s 1,311
20T T ettt be s 858
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7. Accounts Payable and Accrued Expenses

Accounts payable and accrued expenses at December 31, 2006 and 2005, were as follows (in
thousands):

2006 2005

Trade accounts Payable ..........cccooiriiieieieee e $ 16,2248 $ 7,989
Accrued taxes, other than INCOME tAXES .........coveveeeeeieeierieeicreeeeeeeeeeeeeeeere e 3,850 3,912
Accrued payroll and fringe benefits...........ccovvuevrreeceririeeeiireeeeeeeeeenes 21,326 16,784
Accrued Interest PAYADIE ........cccvvveveeeiirieeeeereeee e 1,456 1,854
Purchase consideration payable .............ccoeeeiririeeenireeeceee e 33,761 70
Accrual for losses on third-party lender-owned cash advances............cccccoevnneee. 1,153 874
Acquisition COStS PAYADIE........c.ccevreereieeicecrcciceieete et 844 —
Other accrued HabIIITIES ..vvvviiiiiiiiiiiiiiiie it abb e 12,579 5,734

TOTAL ..ttt $ 91217 $ 37217

8.  Long-term Debt

The Company’s long-term debt instruments and balances outstanding at December 31, 2006 and
2005, were as follows (in thousands):

2006 2005

Line of credit due 2010 .......c.ooiiiiiiieeeeeecee e $ 81,677 $ 71,137
6.21% senior unsecured notes due 2021 .......cceevvieeiieiiieciieeieeeee e 25,000 —
6.09% senior unsecured notes due 2016 ........c.ccovvieeviiiiieciieiieccee e 35,000 —
6.12% senior unsecured notes due 2015 ........ccooovvieiiiiiiieciieeeee e 40,000 40,000
7.20% senior unsecured notes due 2009 ...........ccoveeeiiiiiieniiecie e 25,500 34,000
7.10% senior unsecured notes due 2008 ...........ccoveeeiiiiiieciieiie e 8,572 12,857
8.14% senior unsecured Notes due 2007 ........oooveuveviieiiiiiiiieeieee e 4.000 8.000

TOtAl AEDE..eviiiiieiiceicece et 219,749 165,994
LeSS CUITENE POTLION. ... .eeeiieietieiieiieeiie et ce ittt ettt ee et et eseee e eneeens 16,786 16,786

Total long-term debt.........c.oooiviiiiiiiee e $ 202,963 $ 149,208

At December 31, 2006 and 2005, borrowings under the Company’s bank line of credit consisted of
three pricing tranches with conclusion dates ranging from 1 to 32 days, respectively. However, pursuant to
the bank line of credit agreement which expires in 2010, the Company routinely refinances these borrowings
within its long-term facility. Therefore, these borrowings are reported as part of the line of credit and as
long-term debt.

On December 19, 2006, the Company issued $60.0 million of senior unsecured long-term notes.
The notes were comprised of $35.0 million 6.09% senior notes due 2016 payable in five annual payments of
$7.0 million beginning December 19, 2012; and $25.0 million 6.21% senior notes due 2021 payable in
eleven annual payments of $2.3 million beginning December 19, 2011. Net proceeds received from the
issuance of the notes were used to reduce the amount outstanding under the bank line of credit and for
general corporate purposes.

In February 2005, the Company amended and restated the existing line of credit agreement to
increase the credit limit to $250 million and extend the maturity to February 2010. Interest on the amended
line of credit is charged, at the Company’s option, at either LIBOR plus a margin or at the agent’s base rate.
The margin on the line of credit varies from 0.875% to 1.875% (1.125% at December 31, 2006), depending
on the Company’s cash flow leverage ratios as defined in the amended agreement. The Company also pays
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a fee on the unused portion ranging from 0.25% to 0.30% (0.25% at December 31, 2006) based on the
Company’s cash flow leverage ratios. The weighted average interest rate (including margin) on the line of
credit at December 31, 2006 was 6.5%. On September 30, 2005, the Company entered into an interest rate
cap agreement with a notional amount of $15.0 million of the Company’s outstanding floating rate line of
credit for a term of 24 months at a fixed rate of 4.5%. This interest rate cap agreement has been determined
to be a perfectly effective cash flow hedge. See Note 13.

In December 2005, the Company issued $40.0 million of 6.12% senior unsecured notes, due in
December 2015. The notes are payable in six equal annual payments beginning December 2010. Net
proceeds received from the issuance of the notes were used to reduce the amount outstanding under the
Company’s bank line of credit.

The credit agreements governing the line of credit and the senior unsecured notes require the Company
to maintain certain financial ratios. The Company is in compliance with all covenants or other requirements set
forth in its credit agreements as amended.

As of December 31, 2006, annual maturities of the outstanding long-term debt, including the
Company’s line of credit, for each of the five years after December 31, 2006 are as follows (in thousands):

2007 ettt e ettt eehe e e be e beeatbeeebeeaabeeabaeatbeeabe ettt earbeeatbeeasbeentbeearbeenreeans $ 16,786
2008 ..ttt ettt e e bt e e teeebeeeheeebeeebeeeabeeabaeaabeesbeeabeesbeeanbeesabaeearaeebeeanreens 12,786
2009 et e—— e aee—e e et e e—t e et e a—eeeteeeteeereeetesareeeaeean 8,500
2070 ettt e e e e e —e e et e e—eeeteea—eeeteeeteeereeetesareeereean 88,344
120 TSSO 8,940
TREICATICT ...t e e e et e e et e e e etae e e eeaaaaaans 84,393

$219,749
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9. Income Taxes

The components of the Company’s deferred tax assets and liabilities as of December 31, 2006 and
2005, were as follows (in thousands):

2006 2005
Deferred tax assets:
Allowance for valuation of merchandise held for disposition.................... $ 427 $ 402
Tax over book accrual of finance and service charges..........ccccoceeerenuencnn 5,511 4,752
Allowance for cash advance 10SSES..........cceeevveeeviiieiieeiieeeieeeieeeee e 7,351 2,515
Valuation of notes receivable — sale of discontinued operations............... 947 1,565
Deferred cCOmMPenSation ...........ccvecveevieierieniesieeieeieseeseesseeseeeesssesseesseens 4,193 3,037
Net CaPItal LOSSES ..uveeeeeiieiiieiieieeie ettt 20 180
ONET .ttt sttt 1,640 1,089
Total deferred tax asSets.........ccvveeeriieiiieiiie e 20,089 13,540
Valuation allowance for deferred tax assets...........cccvevveeververiesescieneenenn — (65)
Deferred tax aSsets, NEL..........ocvveieeeiuvieeeieiee e eeree e e 20,089 13.475
Deferred tax liabilities:
Amortization of acquired intangibles...........ccccecvevvevenininincniienccienee, 11,524 8,505
Property and eqUIPMENT .......c..ccueveririnerieieeeieenenente et 3,717 4,169
ONET .ttt ettt ettt ne s 1,294 871
Total deferred tax HabilItieS ......cccuvvvvieiiiiiiiiieieee e 16,535 13,545
Net deferred tax assets (1iabilities).......cccvreereeecieriiiieeiieecieeciee e $ 3,554 $ (70)
Balance sheet classification:
Current deferred tax ASSETS......c..covviievueeiirieeieeecreeeeeeeeeeeeeeeteeeeeeeereeeeaee s $ 16,324 $ 11,274
Non-current deferred tax lHabilities ..........covvvvviiiiiieiiiiieeeeeee e (12,770) (11,344)
Net deferred tax assets (LIabilities) ......c..covevveerierieriiiiiiieceeeee e $ 3,554 $ (70)

The components of the provision for income taxes and the income to which it relates for the years
ended December 31, 2006, 2005 and 2004 are shown below (in thousands):

2006 2005 2004
Income from continuing operations before income taxes................ $96,168 $ 70,882 § 55,023
Current provision:
Federal.......cooiiiiniiiiiiicineceeeeecee et $36,582 $ 26,291 $ 13,887
State and 10Cal .......c..coeviririniniiiie e 2,284 1,401 1,097

38.866 27,692 14,984

Deferred (benefit) provision:

Federal......cooooiiiiiieecceeeeeeee e (3,203) (1,845) 5,008
State and 10Cal .......ccvvvviiiiiiieeeeeeeeee e (435) 214 66
(3,638) (1.631) 5.074

Total PrOVISION ....cvivvieieriieeieeiieeietieteeeteie et $35228 § 26,061 § 20,058
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The effective tax rate on income from continuing operations differs from the federal statutory rate of
35% for the following reasons ($ in thousands):

2006 2005 2004
Tax provision computed at the federal statutory income tax rate.. $ 33,659 $24,809 $19,258
State and local income taxes, net of federal tax benefits............... 1,203 1,050 756
Valuation allowancCe ............ccoeeeiirieriereie e (65) (123) (166)
ONET ...t 431 325 210
TOtal PrOVISION ..ceviviieiiiiiciecie ettt sre et $ 35,228 $26,061 $20,058
EffECtiVe tAX TALE ...vovevvvevieiieteeceiereicee ettt 36.6% $ 36.8% 36.5%

As of December 31, 2006, the Company had net capital loss carryovers of $54,000. These losses
may only be used to offset net capital gains. Any unused losses expire in 2007. The deferred tax valuation
allowance at December 31, 2005 was provided to reduce deferred tax benefits of capital losses that the
Company did not expect to realize. During 2006 and 2005, the Company reduced the valuation allowance
by $65,000 and $160,000, respectively, as a result of capital gains arising during those years or expected to
arise in the carryforward years. The decrease in the valuation allowance during 2005 includes $37,000,
attributable to gains recognized on disposal of discontinued foreign operations. The tax benefit resulting
from that portion of the decrease reduced the tax provision on the gain from disposal of discontinued foreign
operations (see Note 17).

10. Commitments and Contingencies

Leases ® The Company leases certain of its facilities under operating leases with terms ranging from 3 to 15
years and certain rights to extend for additional periods. Future minimum rentals due under non-cancelable
leases for continuing operations are as follows for each of the years ending December 31 (in thousands):

2007 ettt ettt ettt et e et e ereeeateeteeteeteerte et e eteeeteereeteerteeteeereereas $ 34,473
2008 ..ttt ettt ettt ettt et e et e eteeetteeteeteeteerte et e eteeeteereebeeraeeteeeteerean 28,397
2009 ..ottt ettt e a e ettt et e e et e et e eae et e et e et e ereeereeereenrean 21,905
2000 ettt ettt ettt et et et e ete et e e te et e et e erteeteentt et e et e ereeereeereerean 12,910
20} O TR 8,498
TRETEATTET ......c.veiieie ettt e ettt e et e et e et e eeteeeeteeeeaeeeeteeeeseeeeseeeeaeeenns 18,168

017 | BTSRRI $124.351

Rent expense for continuing operations was $34.0 million, $32.6 million and $24.7 million for
2006, 2005 and 2004, respectively.

Earn-Out Payments e The Company has agreed to pay up to five supplemental earn-out payments during
the two-year period after the closing of the acquisition of CashNetUSA. See Note 3 for further discussion.

Guarantees e The Company guarantees borrowers’ payment obligations to third-party lenders. At
December 31, 2006, the amount of cash advances guaranteed by the Company was $24.7 million
representing amounts due under cash advances originated by third-party lenders under the CSO program.
The fair value of the liability related to these guarantees of $1.2 million was included in “Accounts payable
and accrued expenses” in the accompanying financial statements.

The Company guarantees obligations under certain operating leases for the premises related to 3
stores sold in June 2002 from a discontinued operating segment. In the event the buyer is unable to perform
under the operating leases, the Company’s maximum aggregate potential obligation under these guarantees
was approximately $544,000 at December 31, 2006. This amount is reduced dollar-for-dollar by future
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amounts paid on these operating leases by the buyer. If the buyer fails to perform and the Company must
make payments under these leases, the Company will seek to mitigate its losses by subleasing the properties
or buying out of the leases.

Litigation e On August 6, 2004, James E. Strong filed a purported class action lawsuit in the State Court of
Cobb County, Georgia against Georgia Cash America, Inc., Cash America International, Inc. (together with
Georgia Cash America, Inc., “Cash America”), Daniel R. Feehan, and several unnamed officers, directors,
owners and “stakeholders” of Cash America. The lawsuit alleges many different causes of action, among
the most significant of which is that Cash America has been making illegal payday loans in Georgia in
violation of Georgia’s usury law, the Georgia Industrial Loan Act and Georgia’s Racketeer Influenced and
Corrupt Organizations Act. Community State Bank (“CSB”) for some time made loans to Georgia residents
through Cash America’s Georgia operating locations. The complaint in this lawsuit claims that CSB is not
the true lender with respect to the loans made to Georgia borrowers and that its involvement in the process is
“a mere subterfuge.” Based on this claim, the suit alleges that Cash America is the “de facto” lender and is
illegally operating in Georgia. The complaint seeks unspecified compensatory damages, attorney’s fees,
punitive damages and the trebling of any compensatory damages. The parties are currently in dispute over
the scope of the discovery requests made by the plaintiffs, and Cash America has appealed a recent State
Court discovery ruling on this issue. Cash America is also seeking enforcement of the arbitration provisions
and has filed a Motion to Stay and Compel Arbitration with the State Court. The Company believes that the
plaintiffs’ claims in this suit are without merit and is vigorously defending this lawsuit. There is also a
related federal court action pending, wherein Cash America and CSB commenced a federal lawsuit in the
U.S. District Court for the Northern District of Georgia seeking to compel Plaintiffs to arbitrate their claims
against Cash America and CSB. The U.S. District Court dismissed the federal action for lack of subject
matter jurisdiction, and Cash America and CSB have appealed the dismissal of their complaint to the U.S
Court of Appeals for the 11th Circuit. Oral arguments on this appeal took place in November 2006 and
Cash America is awaiting the appellate court’s decision. The Strong litigation is still at a very early stage,
and neither the likelihood of an unfavorable outcome nor the ultimate liability, if any, with respect to this
litigation can be determined at this time.

The Company is a defendant in certain lawsuits encountered in the ordinary course of its business.
Certain of these matters are covered to an extent by insurance. In the opinion of management, the resolution
of these matters will not have a material adverse effect on the Company’s financial position, results of
operations or liquidity.

11. Stockholders’ Equity

During 2006 and 2005, the Company received net proceeds totaling $7.2 million and $2.2 million
from the exercise of stock options for 662,828 and 225,134 shares, respectively. The Company issued
578,793 treasury shares valued at $12.6 million in connection with the acquisition of SuperPawn in 2004.

The Company received 7,379 shares and 2,588 shares during 2006 and 2005, respectively, of its
common stock valued at $188,000 and $67,000, respectively, as partial payment of taxes for shares issued under
stock-based compensation plans and 5,605 shares during 2004 valued at $130,000 for the payment of stock
exercise price.
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On April 20, 2005, the Company’s Board of Directors authorized management to purchase up to a
total of 1,500,000 shares of its common stock from time to time in open market transactions and terminated
the existing open market purchase authorization established on July 25, 2002. The following table
summarizes the aggregate shares purchased under these plans during each of the three years ended
December 31:

2006 2005 2004
Shares purchased:
Under 2002 authorization .........cc.oeeveeeeveeeeeeeeeeeeeeeeeceeeeesnen — 122,000 173,200
Under 2005 authorization .........c.oovevveveeeeeeeeeeeeeeeeceeeeesnen 256,500 178,800 —
Total shares purchased...........cccoevueveeienrreeinreeeeene _ 256,500 300,800 173,200
Aggregate amount (in thousands) ...........c.cceeveeeereierrreererrenennns $ 936 $ 6,130 $ 3976
Average price paid per Share...........cceevervrveeveeveeverrenresieseeneenanns $ 36.51 $ 2038 § 2296

Periodically, shares are purchased in the open market on behalf of participants relating to the Non-
Qualified Savings Plan. Certain amounts are subsequently distributed or transferred to participants’ 401(k)
account annually based on results of the plan’s non-discrimination testing results. Activities during each of
the three years ended December 31 are summarized as follows:

2006 2005 2004
Purchases:
Number 0f Shares ...........ccoeeveeeveviceeeeeeeeeeeee e 7,021 11,463 13,355
Aggregate amount (in thousands)..........cc.cccevveeveeuererreereenenn. $ 235§ 258§ 315
Distributions and transfers to 401(k) savings plan:
Number 0f Shares ...........ccoeeveveeverieeeieeeeeeeeeeeeee e 12,837 16,441 8,162
Aggregate amount (in thousands)...........cc.cceeeeveverreererinnen. $ 185  §$ 215§ 83

The Board of Directors adopted an officer stock loan program (the “Program”) in 1994 and
modified it in 1996, 2001 and 2002. The 2002 amendment, which was adopted in response to the
requirement of the Sarbanes-Oxley law, provided that no further advances would be made to existing
participants and closed the plan to new participants. Prior to the 2002 amendment, Program participants
used loan proceeds to acquire and hold the Company’s and affiliates’ common stock by means of stock
option exercises or otherwise. Common stock held as a result of the loan is pledged to the Company in
support of the obligation. Interest accrues at 6% per annum. The entire unpaid balance of principal and
interest on these loans is due and payable on July 24, 2007. Amounts due under the Program are reflected
as a reduction of stockholders’ equity in the accompanying consolidated balance sheets.

In November 2005, the Company’s Chief Executive Officer adopted a pre-arranged, systematic
trading plan to sell company shares pursuant to guidelines specified by Rule 10b5-1 under the Securities and
Exchange Act of 1934 and with the Company’s policies with respect to insider sales (the “Plan”). From
November 2005 through June 2006, the Company’s Chief Executive Officer exercised stock options and
sold Company shares under the Plan. The Chief Executive Officer used proceeds from the sale of shares
under the Plan to fully repay his pre-2003 secured loan under the Company’s now discontinued officer stock
loan program and accrued interest thereon totaling $2.1 million. In 2006, the Company’s Chief Financial
Officer and another executive officer also paid a total of $985,000 (including accrued interest) to fully repay
similar officer stock loans.

12. Employee Benefit Plans

The Cash America International, Inc. 401(k) Savings Plan is open to substantially all employees.
Beginning January 1, 2006, new employees are automatically enrolled in this plan unless they elect not to

78



CASH AMERICA INTERNATIONAL, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued)

participate. The Cash America International, Inc. Nonqualified Savings Plan is available to certain members
of management. Participants may contribute up to 50% of their earnings to these plans subject to regulatory
restrictions. The Company makes matching cash contributions of 50% of each participant’s contributions,
based on participant contributions of up to 5% of compensation. Company contributions vest at the rate of
20% each year after one year of service; thus a participant is 100% vested after five years of service. The
Company’s total contributions to the 401(k) Savings Plan and the Nonqualified Savings Plan were $1.6
million, $1.1 million and $1.0 million in 2006, 2005 and 2004, respectively.

In addition to the plans mentioned above, the Company established a Supplemental Executive
Retirement Plan (“SERP”) for its officers in 2003. Under this defined contribution plan, the Company
makes an annual discretionary cash contribution to the SERP based on the objectives of the plan as
approved by the Management Development and Compensation Committee of the Board of Directors. The
Company recorded compensation expense of $561,000, $510,000 and $513,000 for contributions to the
SERP during 2006, 2005 and 2004, respectively.

Amounts included in the consolidated balance sheets relating to the Nonqualified Savings Plan and
the SERP were as follows (in thousands):

As of December 31,

2006 2005
Other receivables and prepaid €XPenses.........covvereerieeieeiereenieerveeireeeeneens $ 7,211 $ 5,399
Accounts payable and accrued eXpenses .........ocueevereereerieerieeienieeenieenens 7,764 5,909
Other HabIlItIES ... .ooveriirierieriiiieieeee et 913 869
TrEaSUIY SRATES.....ccvieiieiieiieiieieee ettt et e e ens 950 900

13. Derivative Instruments and Hedging Activities

On September 30, 2005, the Company entered into an interest rate cap agreement with a notional
amount of $15.0 million to hedge a portion of the Company’s outstanding floating rate line of credit for a term
of 24 months at a fixed rate of 4.5%. This interest rate cap agreement has been determined to be a perfectly
effective cash flow hedge. The change in the fair value of the effective portion of hedge is recorded in
accumulated other comprehensive income ($20,000 at December 31, 2006) and reclassified into earnings when
the hedged interest payment impacts earnings ($48,000 during 2006). The estimated net amount to be
reclassified into earnings as interest expense through the end of the contract is $54,000. The change in the fair
value of the ineffective portion of the hedge, if any, will be recorded as income or expense. The fair value of
the interest rate cap agreement of $85,000 at December 31, 2006 is included in “Other receivables and
prepaid expenses” of the accompanying consolidated balance sheet.

During 2005, the Company entered into foreign currency contracts totaling 68 million Swedish kronor
(approximately $9.9 million at maturity) with respect to a portion of the expected principal to be received under
two notes received upon the sale of the foreign pawn lending operations, to minimize the effect of market
fluctuations. Under the contracts, the Company will receive fixed total payments of $9.9 million and will pay
the counter parties a total of 68 million Swedish kronor upon maturity (March 31, 2007) unless the contracts are
effectively extended through the establishment of a new contract maturing in the future. These contracts
resulted in a net loss of $1.1 million during 2006 and a net gain of $731,000 during 2005. These gains and
losses are netted in the foreign currency transaction gain (loss) in the consolidated statement of income.
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14. Stock Purchase Rights

In August 1997, the Board of Directors declared a dividend distribution of one Common Stock
Purchase Right (the “Rights”) for each outstanding share of its common stock. The Rights become
exercisable in the event a person or group acquires 15% or more of the Company’s common stock or
announces a tender offer, the consummation of which would result in ownership by a person or group of
15% or more of the common stock. If any person becomes a 15% or more shareholder of the Company, each
Right (subject to certain limits) will entitle its holder (other than such person or members of such group) to
purchase, for $37.00, the number of shares of the Company’s common stock determined by dividing $74.00
by the then current market price of the common stock. The Rights will expire on August 5, 2007.

15. Stock-Based Compensation

Under the equity compensation plans (the “Plans”) it sponsors, the Company is authorized to issue
9,150,000 shares of Common Stock pursuant to “Awards” granted as incentive stock options (intended to
qualify under Section 422 of the Internal Revenue Code of 1986, as amended), nonqualified stock options
and restricted stock units. At December 31, 2006, 1,269,598 shares were reserved for future grants under
these equity compensation plans. Historically, the Company has purchased its shares on the open market
from time to time and reissued those shares upon stock option exercises and stock unit conversions under its
stock-based compensation plans. During 2006, 256,500 shares were purchased on the open market with an
average purchase price of $36.51 per share.

Stock Options e Stock options currently outstanding under the Plans have contractual terms of up to 10
years and have an exercise price equal to or greater than the fair market value of the stock at grant date. On
their respective grant dates, these stock options had vesting ranging from 1 to 7 years. However, the terms
of options with the 7-year vesting periods and certain of the 4-year and 5-year vesting periods include
provisions that accelerate vesting if specified share price appreciation criteria are met. During 2006, all of
the previously unvested outstanding stock options representing 22,500 shares were accelerated. The
Company recognized total compensation expense of $378,000 ($246,000 net of related income tax benefit)
for 2006, including a cost of $199,000 ($130,000 net of related income tax benefit) for the effect of the
accelerated vesting. During 2004, 576,547 shares vested due to the acceleration provisions. No accelerated
vesting of stock options occurred in 2005. At December 31, 2006, there was no unrecognized stock option
expense.

A summary of the Company’s stock option activity for each of the three years ended December 31
is as follows (shares in thousands):

2006 2005 2004

Weighted Weighted Weighted

Average Average Average

Exercise Exercise Exercise

Shares Price Shares Price Shares Price

Outstanding at beginning of year. 1,403 $ 1031 1,633 $ 10.26 2,342 $ 9.75
EXEICISEd wervverreeeereereereresseseenne (663) 10.93 (225) 9.78 (707) 8.58
Forfeited ........oevevevereeeriinn, — — (5) 17.14 ) 10.13
Outstanding at end of year........... 740 $ 976 1,403 $ 1031 1,633 $ 10.26
Exercisable at end of year............ 740 $ 9.76 1,358 $ 10.09 1,583 $ 10.04
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Stock options outstanding and exercisable as of December 31, 2006, are summarized below (shares
in thousands):

Options Outstanding Options Exercisable

Weighted Average Weighted

Weighted Years of Average

Range of Number Average Remaining Number Exercise
Exercise Prices Outstanding _Exercise Price Contractual Life Exercisable Price
$ 594 to $ 941.. 156 $ 7.85 5.0 156 $ 7.85
$ 9.42 to $12.63... 553 9.96 3.9 553 9.96
$12.64 to $17.14... 31 15.92 4.2 31 15.92
$ 5.94 to $17.14... 740 $ 9.76 4.1 740 $ 9.76

The outstanding stock options (all exercisable) at December 31, 2006 had an aggregate intrinsic
value of $27.5 million and the stock options exercised during 2006 had an aggregate intrinsic value of $15.3
million. Income tax benefits realized from the exercise of stock options for the year ended December 31,
2006 and 2005 were $5.4 million and $1.0 million, respectively. The portion of tax benefits recorded as
increases to additional paid-in capital was $5.3 million for the year ended December 31, 2006, which
represented the tax benefits realized upon exercise of stock options in excess of the amounts recognized in
the financial statements for 2006. No compensation expense related to the stock options was recorded for
2005 and 2004, therefore, all of the tax benefits recorded upon exercise of stock options were recorded as
increases to additional paid-in capital.

Restricted Stock Units e In January 2004, the Company changed its approach to equity based compensation
awards and, in lieu of stock options, granted restricted stock units (“RSUs” or singularly, “RSU”) to its
officers under the provisions of the 1994 Long-Term Incentive Plan. In April 2004, the Company adopted
the 2004 Long-Term Incentive Plan and has since granted RSUs to company officers and to the non-
management members of the Board of Directors annually. Each vested RSU entitles the holder to receive a
share of the common stock of the Company. For Company officers, the vested RSUs are to be issued upon
vesting or, for certain awards, upon termination of employment with the Company. For directors, vested
RSUs will be issued upon the director’s retirement from the Board. At December 31, 2006, the outstanding
RSUs granted to Company officers had vesting periods ranging from 4 to 12 years, director RSUs had
vesting periods ranging from 1 to 4 years. The amount attributable to RSU grants is amortized to expense
over the vesting periods of those awards following the grant dates.

Compensation expense totaling $2.2 million ($1.5 million net of related taxes), $1.7 million ($1.1
million net of related taxes) and $1.2 million (§779,000 net of related taxes) was recognized for 2006, 2005
and 2004, respectively, for all of the above restricted stock units granted. Total unrecognized compensation
cost related to restricted units at December 31, 2006 was $6.2 million which will be recognized over a
weighted average period of approximately 4.9 years.

81



CASH AMERICA INTERNATIONAL, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued)

The following table summarizes the restricted stock unit activity during 2006, 2005 and 2004:

2006 2005 2004

Weighted Weighted Weighted
Average Average Average

Fair Value Fair Value Fair Value

at Date of at Date of at Date of

Units Grant Units Grant Units Grant

Outstanding at beginning of year. 395,591 $ 21.30 342,798 $ 20.31 233,223 $ 19.23
Units granted .........coccceveveecnenee 106,248 24.87 100,061 24.99 114,749 22.63
Shares issued ........ccccevererenenene (28,742) 25.57 (12,115) 22.46 — —
Units forfeited.......cccoevveerinenennee (2.068) 25.18 (35.153) 21.75 (5.174) 22.84
Outstanding at end of year........... 471,029 $ 21.83 395,591 $ 21.30 342,798 $ 2031
Units vested at end of year........... 127,267 $ 19.56 74,901 $ 20.12 26,111 $ 19.23

The outstanding RSUs had an aggregate intrinsic value of $22.1 million and the outstanding vested
RSUs had an aggregate intrinsic value of $6.0 million at December 31, 2006. Income tax benefits realized
from the issuance of common stock for the vested RSUs for the year ended December 31, 2006 and 2005
were $259,000 and $111,000, respectively. The portions of these benefits recorded as increases to
additional paid-in capital were $2,000 and $15,000 for the year ended December 31, 2006 and 2005,
respectively. The income tax benefits recorded as increases to additional paid-in capital represent the tax
benefits realized upon issuance of common stock in excess of the amounts previously recognized in the
financial statements.

16. Supplemental Disclosures of Cash Flow Information

The following table sets forth certain cash and non-cash activities for the years ended December 31
(in thousands):

2006 2005 2004

Cash paid during the year for —

LSS () SRR $ 12,311 $ 11,153 $ 8274

TNCOME tAXES .eeeeueiiieeiiie ettt et e e e e e e e enseeas 32,355 27,464 11,067
Non-cash investing and financing activities —

Pawn loans forfeited and transferred to merchandise held for

ISPOSTHION ..ottt eee e $177,188 $ 156,766 $130,971

Pawn 10ans reNEWEd ..........ceeeeveiiiiieeiieeciee et 78,942 77,878 46,008

Cash advances 1eneWed..........c..coevveeeueieiuieecee e 89,427 14,336 7,404

Notes payable issued in aCqUISItION .......cc.eevueeierienieninienierceenee, — — 2,500

Notes receivable received from sale of subsidiaries..........cc............. — — 7,962

Common stock issued in acqUISItioNS...........ccverveecververeenieerieenneenne. — — 12,562

Liabilities assumed in aCqUISItIONS ........c.eecveveerveerreerreeeeeeenreesreennens 536 172 950
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17. Discontinued Operations

In order to dedicate its strategic efforts and resources to the growth opportunities of pawn lending
and cash advance activities in the United States, the Company sold its foreign pawn lending operations in
the United Kingdom and Sweden to Rutland Partners LLP in September 2004. After paying off the
outstanding balance of the multi-currency line of credit, the Company received $104.9 million cash and two
separate subordinated notes receivable valued at $8.0 million. The Company realized a gain of $19.0
million ($15.4 million net of related taxes) upon the sale of the discontinued operations. The amount of
goodwill included in the determination of the gain was $18.5 million. In connection with the sale, the
Company declared a special dividend of $0.30 per share to its shareholders that was paid in December 2004.
The special dividend reflects a share of the significant gain realized on the sale.

The two subordinated notes received are the obligation of the company that acquired the Swedish
pawn lending operations and are both subordinated as to rights and payment terms to certain senior lenders
in the transaction. The senior subordinated note received in the maximum principal amount of SEK 80.4
million (approximately $10.7 million face value at the date of sale with a discounted value after currency
translation adjustment of $8.8 million at December 31, 2006) bears a coupon rate of 8.33% per annum
(effective yield of 16.4% per annum) payable quarterly with scheduled principal payments due between
2007 and 2011 subject to terms of the senior indebtedness. The convertible junior subordinated note
received in the amount of SEK 13.4 million (approximately $1.8 million face value at the date of sale with
discounted value after currency translation adjustment of $912,000 at December 31, 2006) bears a coupon
rate of 10.0% per annum (effective yield of 25.5% per annum) payable quarterly with the entire principal or
remaining unconverted principal due in 2014.

As the issuer of the two subordinated notes is heavily leveraged with minimal equity, and due to the
subordination feature and the payment structure of the two notes, the Company has valued the notes based
on comparable yields for securities of this nature and discounted the senior subordinated note with 8.33%
coupon rate and face value of $10.7 million to $7.2 million at the date of sale to yield 16.4% per annum, and
the junior subordinated convertible note with 10.0% coupon rate and face value of $1.8 million to $765,000
at the date of sale to yield 25.5% per annum. Foreign currency transaction gains (losses) of $296,000,
$(834,000) and $1.1 million on the U.S. dollar equivalent value of the subordinated notes and the accrued
interest receivable for 2006, 2005 and 2004, respectively, were recognized in the Company’s consolidated
statements of income when incurred. These foreign currency transaction gains (losses) include offsetting
losses of $1.1 million for 2006 and gains of $731,000 for 2005 recognized on foreign currency forward
contracts totaling 68 million SEK (or approximately $9.9 million at maturity of these contracts) that the
Company established in 2005 to minimize the financial impact of currency market fluctuations.
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The summarized financial information for the discontinued operations for the years ended
December 31, 2005 and 2004 is as follows (in thousands, except per share amounts):

Year Ended
December 31
20052 2004"

Revenue-

Finance and service charges...........coceveeereeeecenceienne. $ — § 23,820

Proceeds from disposition of merchandise ...................... — 15,433

Check cashing royalties and fees ...........ccoevevverieeieennenne. — 1,771
Total REVENUE...........oooviiiiiiiiiiiiiiiieeeeeeeeeee e — 41,024
Cost of Revenue

Disposed merchandise ...........ccecverveerieeeierieneeneeeeeeeees — 11,140
Net ReVENUE........cc.ooiiiiiiiiiiiiiceeceeee e — 29,884
Expenses

(031521 (o) s U — 13,865

AdMINISTrAtION ....oveeeeieieeeieee et — 4,365

Depreciation and amortization............ceeeceveereereeeneeeeenne — 1.963
Total EXPENSES.........c.cccovviiriiiiiiiieie et ere e eeee e — 20,193
Income from Operations ...............coceevvvevniieniieenieenieens — 9,691

Interest expense and other, net............cecceveererceneenee — 430
Income before Income Taxes................cooovvevivveeeiineneenn. — 9,261

Provision for income taxes..........cceceerueenereereeneeneeenennes — 2.806
Income from Operations before Gain on Disposal......... — 6,455
Gain on disposal of discontinued operations, net of

applicable of income (taxes) benefits of $253 for 2005

and $(3,608) for 2004.........ccoieieiieeeeeeee e 197 15.415
Income from Discontinued Operations............................ $ 197 $ 21,870

Diluted Income Per Share from Discontinued
OPerations..............cccoeveieirierieinieieieeeee e $ 001 § 0.74

D For period from January 1, 2004 through September 7, 2004 (the date of sale).
@ The 2005 income tax benefit from discontinued operations represents the tax benefits
resulting from final tax adjustments to the 2004 foreign operations tax returns.

18. Operating Segment Information

The Company has three reportable operating segments: pawn lending, cash advance and check
cashing. The cash advance and check cashing segments are managed separately due to the different
operational strategies required and, therefore, are reported as separate segments. To more accurately
estimate the administrative expenses associated with each operating segment, the Company began in the
second quarter of 2006 to allocate its aggregate administrative expenses on a different basis. Management
believes that the current methodology creates a more balanced allocation among the segments based on the
time, resources and activities associated with the Company’s administrative activities of each operating
segment. All prior periods in the tables below have been revised to reflect this change in the allocation of
administrative burden. The revised allocation has not changed the consolidated performance of the
Company for any period. There are no other changes to the segment results other than to the administrative
expense allocation. A comparison of the expense allocations under the current and previous methodologies
are found in Note 19.
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As described in Note 17, the results of operations of its foreign lending operations business has been
classified as discontinued operations. These operations were previously reported as a separate operating
segment. The segment data included below has been restated to exclude amounts related to these
discontinued operations. Information concerning the operating segments is set forth below (in thousands):

Pawn Cash Check
Lending Advance Cashing  Consolidated
Year Ended December 31, 2006:
Revenue
Finance and service charges...........cccoeerverveevennenn. $ 149472 $ — 8 — $ 149,472
Proceeds from disposition of merchandise........... 335,552 — — 335,552
Cash advance fees ..........ccceeeveeecieeniiencieenieeene e 43,676 151,429 — 195,105
Check cashing fees, royalties and other................ — 9,160 3.925 13,085
Total rEVENUE .....c.veeeiieeiieeieeciee et 528,700 160,589 3,925 693,214
Cost of revenue — disposed merchandise................. 204,929 — — 204,929
NEt TEVENUE......cooiiiiiiiiiiiiie 323,771 160,589 3.925 488,285
Expenses
OPETALIONS ...veeeeiieeiieeiieeiee e eieeereeeveeebeeeaee e 178,143 66,438 1,304 245,885
Cash advance 10ss provision.............cceeceeevverreennens 15,377 44,186 — 59,563
AdminiStration........c.eeecveeeeveeriieenieenveeseesieesneens 28,520 21,494 1,492 51,506
Depreciation and amortization .............ccecceevveennen. 18.579 8.357 376 27,312
Total EXPENSES ...eeveeerierreerieieeieere e sieere e eeeeeeenns 240,619 140,475 3,172 384.266
Income from Operations..........cceceevveruerenenencnennes $ 83,152 § 20,114 $ 753 $ 104,019
Expenditures for property and equipment ............... $ 37645 § 8274 § 436 $ 46,355
As of December 31, 2006:
Total @SSELS ...eveeeeeiienieieieere e $ 545,593 $223,131 § 7,520 $ 776,244
Year Ended December 31, 2005:
Revenue
Finance and service charges............ccccceveveveurnnen. $ 139,772 $ — 3 — $ 139,772
Proceeds from disposition of merchandise............. 301,502 — — 301,502
Cash advance fees .........coovvvvevvveieecieeeeeeeeeeeeeee 41,405 100,663 — 142,068
Check cashing fees, royalties and other ................. — 7,185 3.819 11,004
Total TEVENUE......ceeeeeeeeeieeie et 482,679 107,848 3,819 594,346
Cost of revenue — disposed merchandise................. 183.799 — — 183.799
NEt TEVENUE. ...ccuvieeiieciiieeieeetee e sveeeveeeeneas 298.880 107,848 3.819 410,547
Expenses
(00753 1 T0) 1 SRS 167,272 51,706 1,379 220,357
Cash advance 10ss provision .............cceeeeeeevveennenns 15,663 27,171 — 42,834
AdmINIStration .........ccoeceeeveevreeeieeieeeeseeseeve e 25,751 16,325 1,151 43,227
Depreciation and amortization ...........c.cceeeevveerveennns 15,786 7,299 332 23.417
Total EXPENSES ...eevveeeriereeriereere e sttt eve e 224,472 102,501 2,862 329,835
Income from Operations...........cccceeeeveeeveereeereenennnn. $ 74408 § 5347 § 957 $§ 80,712
Expenditures for property and equipment ............... $ 1991 §$§ 7,08 $§ 208 $ 27,255
As of December 31, 2005:
TOtal @SSELS ....vevieeeeeiceeeeeeeeeeteetee et $ 475,527 $ 115,778 $§ 7,343 $ 598,648
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Pawn Cash Check
Lending Advance Cashing ~ Consolidated

Year Ended December 31, 2004:
Revenue

Finance and service charges............c.cooveerveveeennane. $110495 $ — 3 — $ 110,495

Proceeds from disposition of merchandise........... 250,291 — — 250,291

Cash advance fees .........coccceveneeninccnceecnennes 32,952 66,250 — 99,202

Check cashing fees, royalties and other................ — 5,904 3,586 9,490
TOtal TEVENUE ......evvieeeeeieeeeeeeeeeeeeeeeeee e 393,738 72,154 3,586 469,478
Cost of revenue — disposed merchandise................. 153,866 — — 153,866
NEE FEVEIUE. ...ttt 239.872 72,154 3.586 315,612
Expenses

OPETALIONS ...ttt 134,878 36,982 1,417 173,277

Cash advance loss provision............cccceeverveenennen. 8,750 14,779 — 23,529

AdmIniStration..........cccooeeevveeeeiieeeeeiec e 24,430 14,553 1,200 40,183

Depreciation and amortization.............cceeeeruennen. 11,984 4,754 472 17,210
Total EXPENSES ...cecvveueeenieerieieeieeee e 180,042 71,068 3.089 254,199
Income from Operations............cecveervereereeeerereenenns § 59,830 § 1,08 § 497 $ 61413
Expenditures for property and equipment ............... § 14,107 § 14269 § 115 § 28491
As of December 31, 2004:
TOtal ASSELS ...evvvieeieeieeieieiee et $ 442,420 $ 105,650 $ 7,095 $ 555,165

19. Supplemental Disclosure of Operating Segment Information

As described in Note 18 above, the Company revised the method of allocating its aggregate
administrative expenses in the second quarter of 2006. The following tables provide comparative
information by operating segment showing the current and previous allocation methods for each of the three
years ended December 31, 2006 (in thousands):

Pawn Lending Cash Advance Check Cashing
Current Previous Current Previous Current Previous

Method Method Method Method Method Method

Year Ended December 31, 2006:

Total TEVENUE ....oeoveveeeeiieeeeeee e $ 528,700 $ 528,700 $ 160,589 $ 160,589 $ 3,925 § 3,925
NEetTeVeNUE .....cceeeveiiiiiiiiiiiieiiiiieeeeeeeeeeeeee, 323,771 323,771 160,589 160,589 3,925 3,925
Administration .........ccceeeeeveeeeveeeeeenneeeennen. 28,520 38,937 21,494 11,323 1,492 1,246
All other eXpenses.........ccveveeveeeeneerieennenns 212,099 212,099 118,981 118,981 1,680 1,680
Income from operations ............cccccverevennenne. 83,152 72,735 20,114 30,285 753 999
Year Ended December 31, 2005:
Total TEVENUE ... $ 482,679 §$ 482,679 §$ 107,848 $ 107,848 $ 3,819 $ 3,819
NEt reVENUE ......ovvvveeeeeeeeciieieeee e 298,880 298,880 107,848 107,848 3,819 3,819
AdmInistration .........oceceeeveeeeviiivieeeeeeeeiinnes 25,751 32,769 16,325 9,503 1,151 955
All other eXpenses........ccccveeeveeereereeneeeenne 198,721 198,721 86,176 7,299 1,711 1,711
Income from operations ............ccceeeeveeeneenne. 74,408 67,390 5,347 12,169 957 1,153
Year Ended December 31, 2004:
Total TEVENUE ....ccooveeveiiieiieieieeeeee e $ 393,738 $ 393,738 §$§ 72,154 $ 72,154 $ 3,586 $ 3,586
NEt FEVEIUE ..o ee e 239,872 239,872 72,154 72,154 3,586 3,586
AdMINISTation c.....eeeveveveeeeeeeeeeeeerreean, 24,430 30,034 14,553 9,178 1,200 971
All Other eXPenses.........cooeveveeereeerennnns 155,612 155,612 56,515 56,515 1,889 1,889
Income from operations ............ccccceervvenneene. 59,830 54,226 1,086 6,461 497 726
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20. Pro Forma Financial Information

The initial purchase price with the first contingent payment measured as of December 31, 2006 for
the acquisition of CashNetUSA was less than 10% of the Company’s total assets at December 31, 2005.
However, management anticipates that with the future contingent earn-out payments during the next 24
months, this acquisition may have a material impact on the Company’s financial position and results of
operations. The following unaudited pro forma financial information reflects the consolidated results of
operations of the Company as if the acquisition of CashNetUSA had occurred on January 1, 2005. The
unaudited pro forma financial information has been prepared for informational purposes only and does not
purport to be indicative of what would have resulted had the acquisition transaction occurred on the date
indicated or what may result in the future ($ in thousands, except per share data):

Year Ended Year Ended
December 31, 2006 December 31, 2005
AsReported Pro Forma®  As Reported _Pro Forma ©®

Total TEVENUE......ccvveeieeiceiieeeeeeeeeeeee e $ 693,214 $ 730,794 $ 594,346 $ 603,506
NELTEVEIUE ...ttt 488,285 525,865 410,547 419,707
Total EXPENSES.....ccuveuvereerieerieeieeee e enees 384,266 418,941 329,835 342,094
NEL INCOME .. 60,940 61,908 44,821 41,731
Net income per share:

BaSIC et $ 2.05 $ 2.09 $ 1.53 $ 1.43

DiIIUted ..o $ 2.00 $ 2.03 $ 1.48 $ 1.38

(a) Pro forma adjustments reflect:
(1) the inclusion of operating results of CashNetUSA for the period January 1, 2006 through September 15, 2006, the
date of acquisition, for the 2006 pro forma and the twelve months operating results for the 2005 pro forma;
(i) the adjustments of depreciable asset bases and lives for property and equipment and amortization of intangible assets
acquired by the Company;
(iii) the additional interest incurred in the acquisition of CashNetUSA’s operating assets; and
(iv) the tax effect of CashNetUSA’s earnings and net pro forma adjustments at the statutory rate of 35%.

21. Related Party Transactions

In October 2005, the Company acquired three pawnshops that were previously franchise units for a
total purchase price of $3.1 million from Ace Pawn, Inc. (“Ace”), whose sole stockholder J.D. Credit, Inc. is
controlled by the Chairman of the Board of Directors of the Company. The purchase price was determined
by independent appraisal and approved by the Board of Directors of the Company. The Company recorded
royalties of $48,000 in 2005 before the completion of the acquisition, and $54,000 in 2004.

Under the Company’s now discontinued officer stock loan program, the Company recorded interest
income of $36,000, $149,000 and $150,000, respectively, in 2006, 2005 and 2004. At December 31, 2006
and 2005, the outstanding balance on these notes was $18,000, and $2.5 million, and accrued interest on
these notes was $5,000 and $585,000, respectively.

In November 2005, the Company’s Chief Executive Officer adopted a pre-arranged, systematic
trading plan to sell company shares pursuant to guidelines specified by Rule 10b5-1 under the Securities and
Exchange Act of 1934 and with the Company’s policies with respect to insider sales (the “Plan”). From
November 2005 through June 2006, the Company’s Chief Executive Officer exercised stock options and
sold Company shares under the Plan. The Chief Executive Officer used proceeds from the sales of shares
under the Plan to fully repay his pre-2003 secured loan under the Company’s now discontinued officer stock
loan program and accrued interest thereon totaling $2.1 million. In 2006, the Company’s Chief Financial
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Officer and another executive officer also paid a total of $985,000 (including accrued interest) to fully repay
similar officer stock loans.

22. Fair Values of Financial Instruments

The carrying amounts and estimated fair values of financial instruments at December 31, 2006 and
2005 were as follows (in thousands):

2006 2005
Carrying Estimated  Carrying Estimated
Value Fair Value Value Fair Value
Financial assets:

Cash and cash equivalents.............ccccovevveerurennnnne. $ 25723 $ 25723 $§ 18852 § 18,852
Pawn [0ans. .........cceeveiieiieiieie e 127,384 127,384 115,280 115,280
Cash advances, Net............c..ccevveieeiiiieeciieeeeeee. 79,975 79,975 40,704 40,704
Subordinated notes receivable............c.covvennennn. 9,760 9,889 7,994 8,270
Interest rate Cap ....o.ccveveveerveerieeiieree e 85 85 93 93
Foreign currency forward contracts..................... ?2) ?2) 77 77

Financial liabilities:
Bank line of credit........cccceevvveeeiiieiieniereeee $ 81,677 $ 81,677 $ 71,137 § 71,137
Senior unsecured NOES........cceeeeveeecvieecreerreenneens 138,072 137,158 94,857 96,026

Cash and cash equivalents bear interest at market rates and have maturities of less than 90 days.
Pawn loans have relatively short maturity periods depending on local regulations, generally 90 days or less.
Cash advance loans generally have a loan term of 7 to 45 days. Finance and service charge rates are
determined by regulations and bear no valuation relationship to the capital markets’ interest rate movements.
Generally, pawn loans may only be resold to a licensed pawnbroker.

The fair value of the subordinated notes receivables is estimated by taking the present value of the
expected cash flow over the life of the notes discounted at a rate prevalent to financial instruments with
similar credit profiles and like terms.

The Company’s bank credit facility bears interest at a rate that is frequently adjusted on the basis of
market rate changes. The fair values of the remaining long-term debt instruments are estimated based on
market values for debt issues with similar characteristics or rates currently available for debt with similar
terms.
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23. Quarterly Financial Data (Unaudited)

The Company’s operations are subject to seasonal fluctuations. Net income tends to be highest
during the first and fourth calendar quarters, when the average amount of pawn loans and cash advance
balances are the highest and consistent with heavier disposition of merchandise activities compared to the
other two quarters. The following is a summary of the quarterly results of operations for the years ended
December 31, 2006 and 2005 (in thousands, except per share data):

First Second Third Fourth
Quarter Quarter Quarter Quarter
2006
Total FEVENUE ...........cceoovveeiiieieeceeeeeee e, $162,618 $ 149,607 $ 165,596 $ 215,393
Costofrevenue ...................ooooeeieeiiiiiiiiieeecee, 52,742 42,886 46,281 63,020
NEtFEVENUE. ........c.ooevvivieiieiieie ettt ere e 109,876 106,721 119,315 152,373
Netincome D ...........c.c.oooiiiiiiieeeeeeeenn 15,388 10,913 12,941 21,698
Diluted net income per share ™ ........................... $ 051 $ 036 $ 042 $ 071
Diluted weighted average common shares........... 30,385 30,569 30,548 30,561
2005

TOtal TEVENUE ..o $144989 $ 133,569 $ 144,773 §$ 171,015
COSt Of TEVENUE.....uvveeiiiiiiieeiee e 47955 38,939 40,863 56,042
NEL TEVENUE. ..c.vievvieeieceieeeeeete ettt ereene e 97,034 94,630 103,910 114,973
Income from continuing operations..........c..ceceeeene 11,902 6,900 9,563 16,456
Income from discontinued operations @.................. — — — 197
NE INCOME. .....vivieeierieeienieieeie ettt besenes 11,902 6,900 9,563 16,653
Diluted income per share —

Income from continuing operations...................... $§ 039 § 023 § 032 $ 0.55

Income from discontinued operations.................. — — — 0.01

NEt INCOME .ttt $ 039 3 023 § 032 % 0.55
Diluted weighted average common shares .............. 30,396 30,079 30,142 30,169

() The second quarter results include a $2,167 ($1,409 net of related taxes), or $0.05 per share, gain from termination of a
lease contract.

@ The Company sold its foreign pawn lending operations in 2004. This income principally represents change in the U.S.
tax provision on the disposal resulting from the final tax adjustments to the 2004 foreign pawn lending operations’ tax
returns.

89



ITEM 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTANTS ON ACCOUNTING
AND FINANCIAL DISCLOSURE

None.
ITEM 9A. CONTROLS AND PROCEDURES

Under the supervision and with the participation of the Company’s Chief Executive Officer and
Chief Financial Officer, management of the Company has evaluated the effectiveness of the design and
operation of the Company’s disclosure controls and procedures (as defined in Rules 13a-15(¢) and 15d-
15(e) under the Securities Exchange Act of 1934) as of December 31, 2006 (“Evaluation Date”). Based
upon that evaluation, the Chief Executive Officer and Chief Financial Officer concluded that, as of the
Evaluation Date, the Company’s disclosure controls and procedures are effective (i)to ensure that
information required to be disclosed by us in reports that the Company files or submits under the Exchange
Act is recorded, processed, summarized and reported within the time periods specified in the Securities and
Exchange Commission rules and forms; and (ii) to ensure that information required to be disclosed in the
reports that the Company files or submits under the Exchange Act is accumulated and communicated to our
management, including the Company’s Chief Executive Officer and Chief Financial Officer, to allow timely
decisions regarding required disclosures.

The Report of Management on Internal Control Over Financial Reporting is included in Item 8 of
this annual report on Form 10-K. There was no change in the Company’s internal control over financial
reporting during the quarter ended December 31, 2006, that has materially affected, or is reasonably likely
to materially affect, the Company’s internal control over financial reporting.

The Company’s management, including its Chief Executive Officer and Chief Financial Officer,
does not expect that the Company’s disclosure controls and procedures or internal controls will prevent all
possible error and fraud. The Company’s disclosure controls and procedures are, however, designed to
provide reasonable assurance of achieving their objectives, and the Company’s Chief Executive Officer and
Chief Financial Officer have concluded that the Company’s financial controls and procedures are effective
at that reasonable assurance level.

PART III
ITEM 10. DIRECTORS, EXECUTIVE OFFICERS AND CORPORATE GOVERNANCE

Information required by this Item 10 with respect to directors, the Audit Committee of the Board of
Directors and Audit Committee financial experts is incorporated into this report by reference to the
Company’s Proxy Statement for the 2007 Annual Meeting of Shareholders (“Proxy Statement”), and in
particular to the information in the Proxy Statement under the captions “Election of Directors” and
“Meetings and Committees of the Board of Directors.” Information concerning executive officers is
contained in Item 1 of this report under the caption “Executive Officers of the Registrant.” Information
regarding Section 16(a) compliance is incorporated into this report by reference to the information contained
under the caption “Compliance with Section 16(a) of the Securities Exchange Act of 1934 in the Proxy
Statement.

The Company has adopted a Code of Business Conduct and Ethics that applies to all of its directors,
officers, and employees. This Code is publicly available on the Company’s website at
www.cashamerica.com. Amendments to this Code and any grant of a waiver from a provision of the Code
requiring disclosure under applicable SEC rules will be disclosed on the Company’s website. These
materials may also be requested in print and without charge by writing to the Company’s Secretary at Cash
America International, Inc., 1600 West 7™ Street, Fort Worth, Texas 76102.
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In 2006, Daniel R. Feehan, Chief Executive Officer of the Company, filed his annual certification
with the New York Stock Exchange (“NYSE”) regarding the NYSE’s corporate governance listing
standards as required by Section 303A.12 of those listing standards.

ITEM 11. EXECUTIVE COMPENSATION

Information contained under the caption “Executive Compensation” in the Proxy Statement is
incorporated by reference into this report in response to this Item 11.

ITEM 12. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND
MANAGEMENT AND RELATED STOCKHOLDER MATTERS

Information contained under the captions “Security Ownership of Certain Beneficial Owners and
Management” and “Executive Compensation — Equity Compensation Plan Information” in the Proxy
Statement is incorporated into this report by reference in response to this Item 12.

ITEM 13. CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS, AND DIRECTOR
INDEPENDENCE

Information contained under the caption “Executive Compensation” in the Proxy Statement is
incorporated into this report by reference in response to this Item 13.

ITEM 14. PRINCIPAL ACCOUNTING FEES AND SERVICES

Information contained under the caption “Independent Registered Public Accounting Firm” in the
Proxy Statement is incorporated into this report by reference in response to this [tem 14.

PART IV
ITEM 15. EXHIBITS, FINANCIAL STATEMENT SCHEDULES

(a) (1) Financial Statements: See Item 8, “Financial Statements and Supplementary Data,” on
pages 52 through 89 hereof, for a list of the Company’s consolidated financial
statements and report of independent registered public accounting firm.

(2) Financial Statement Schedule: The following financial statement schedule of the
Company is included herein on pages 93 through 94.

Report of Independent Registered Public Accounting Firm on Financial Statement
Schedule (page 93)
Schedule II — Valuation Accounts (page 94)

All other schedules for which provision is made in the applicable accounting regulation
of the Securities and Exchange Commission are not required under the related
instructions, are inapplicable, or the required information is included elsewhere in the
financial statements.

(3) Exhibits required by Item 601 of Regulation S-K: The exhibits filed in response to this
item are listed in the Exhibit Index on pages 95 through 97.
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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, on February 26, 2007.

CASH AMERICA INTERNATIONAL, INC.
By: /s/ DANIEL R. FEEHAN

Daniel R. Feehan
Chief Executive Officer and President

Pursuant to the requirements of the Securities and Exchange Act of 1934, the report has been signed
by the following persons on February 26, 2007 on behalf of the registrant and in the capacities and on the
dates indicated.

Signature Title Date
/s/ JACK R. DAUGHERTY Chairman of the Board February 26, 2007
Jack R. Daugherty Of Directors
/s/ DANIEL R. FEEHAN Chief Executive Officer, February 26, 2007
Daniel R. Feehan President and Director

(Principal Executive Officer)

/s/ THOMAS A. BESSANT, JR. Executive Vice President and February 26, 2007
Thomas A. Bessant, Jr. Chief Financial Officer
(Principal Financial and
Accounting Officer)
/s/ DANIEL E. BERCE Director February 26, 2007

Daniel E. Berce

/s/ A.R. DIKE Director February 26, 2007
A. R. Dike
/s/ JAMES H. GRAVES Director February 26, 2007

James H. Graves

/s/ B.D. HUNTER Director February 26, 2007
B. D. Hunter
/s/ TIMOTHY J. McKIBBEN Director February 26, 2007

Timothy J. McKibben

/s/ ALFRED M. MICALLEF Director February 26, 2007
Alfred M. Micallef

92



REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM
ON FINANCIAL STATEMENT SCHEDULE

To the Board of Directors and Stockholders of
Cash America International, Inc.

Our audits of the consolidated financial statements, of management’s assessment of the
effectiveness of internal control over financial reporting and of the effectiveness of internal control over
financial reporting referred to in our report dated February 26, 2007 appearing in this Annual Report on
Form 10-K also included an audit of the financial statement schedule listed in Item 15(a)(2) of this Form 10-
K. In our opinion, this financial statement schedule presents fairly, in all material respects, the information
set forth therein when read in conjunction with the related consolidated financial statements.

/s/ PricewaterhouseCoopers LLP

Fort Worth, Texas
February 26, 2007
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SCHEDULE 11

CASH AMERICA INTERNATIONAL, INC.
VALUATION ACCOUNTS
For the Three Years Ended December 31, 2006
(dollars in thousands)

Additions
Balance at Charged Charged Balance at
Beginning To To End
Description of Period Expense Other Deductions of Period
Allowance for losses on cash advances —
Year Ended:
December 31, 2006....................... $ 6309 $ 59284 $ 10,196 $ 56,276 $ 19,513
December 31, 2005 ..........ccnenee.e. $ 4358 $ 42302 $ 9,794® $§ 50,145 $ 6,309
December 31, 2004 ..........cccuveen... $ 3393 $ 23242 $ 7.556® $ 29.833 $ 4,358
Accrual for losses on third-party lender-owned cash advances —
Year Ended:
December 31, 2006....................... $ 874 $ 279 § — $ — $ 1,153
December 31, 2005 .......ccveeuennnen.. $ 342 532§ — $ — $ 874
December 31,2004 ........ccccouee..... $ 55 $ 287 $ — $ — $ 342
Allowance for valuation of inventory —
Year Ended:
December 31, 2006....................... $ 1,800 $ 1,098 § — $ 1,028 § 1870
December 31, 2005 ...........ccooeen.... $ 1,445 $ 1,070 $ — $ 715 $ 1,800
December 31,2004 ...........cco......... $ 1410 $ 542§ — $ 507 § 1,445
Allowance for valuation of deferred tax assets —
Year Ended:
December 31, 2006....................... S 65 $ (65) $ — S — $ —
December 31, 2005 .......ccveeuennnen.. $ 225  $ (123) $ — $ 37 $ 65
December 31,2004 ...........ccuven... $ 7204 $ 166) $ — $ 63813 $ 225
Allowance for valuation of discontinued operations ' —
Year Ended:
December 31, 2006....................... S 211 $ 13 $ — S 31 S 255
December 31, 2005 .......c..coovvenee. $ 325§ 19 $ — $ 133 $ 211
December 31,2004 ...........cue.e... $ 380 § 30 §$ — $ 94 $ 325

@ Recoveries.
® Deducted from allowance for write-off or other disposition of merchandise.
© Represents amounts related to business discontinued in 2001.
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EXHIBIT INDEX

The following documents are filed as a part of this report. Those exhibits previously filed and

incorporated herein by reference are identified by reference to the list of prior filings after the list of
exhibits. Exhibits not required for this report have been omitted.

Exhibit

3.1

32

33

34

3.5

3.6

3.7
3.8

39

4.1
10.1

10.2

10.3

10.4

10.5

10.6

10.7

10.8

10.9

10.10

10.11

10.12

Description

Articles of Incorporation of Cash America Investments, Inc. filed in the office of the Secretary of
State of Texas on October 4, 1984. (a) (Exhibit 3.1)

Articles of Amendment to the Articles of Incorporation of Cash America Investments, Inc. filed in the
office of the Secretary of State of Texas on October 26, 1984. (a) (Exhibit 3.2)

Articles of Amendment to the Articles of Incorporation of Cash America Investments, Inc. filed in the
office of the Secretary of State of Texas on September 24, 1986. (a) (Exhibit 3.3)

Articles of Amendment to the Articles of Incorporation of Cash America Investments, Inc. filed in the
office of the Secretary of State of Texas on September 30, 1987. (b) (Exhibit 3.4)

Articles of Amendment to the Articles of Incorporation of Cash America Investments, Inc. filed in the
office of the Secretary of State of Texas on April 23, 1992 to change the Company’s name to “Cash
America International, Inc.” (c¢) (Exhibit 3.5)

Articles of Amendment to the Articles of Incorporation of Cash America International, Inc. filed in
Office of the Secretary of State of Texas on May 21, 1993. (d) (Exhibit 3.6)

Bylaws of Cash America International, Inc. (e) (Exhibit 3.5)

Amendment to Bylaws of Cash America International, Inc. dated effective September 26, 1990. (f)
(Exhibit 3.6)

Amendment to Bylaws of Cash America International, Inc. dated effective April 22, 1992. (c)
(Exhibit 3.8)

Form of Stock Certificate. (c) (Exhibit 4.1)

Note Agreement between the Company and Teachers Insurance and Annuity Association of America
dated as of July 7, 1995. (g) (Exhibit 10.1)

First Supplement (November 10, 1995) to 1995 Note Agreement between the Company and Teachers
Insurance and Annuity Association of America. (h) (Exhibit 10.2)

Second Supplement (December 30, 1996) to 1995 Note Agreement between the Company and
Teachers Insurance and Annuity Association of America. (i) (Exhibit 10.16)

Third Supplement (December 30, 1997) to 1995 Note Agreement between the Company and Teachers
Insurance and Annuity Association of America. (j) (Exhibit 10.20)

Fourth Supplement (December 31, 1998) to 1995 Note Agreement between the Company and
Teachers Insurance and Annuity Association of America. (k) (Exhibit 10.23)

Fifth Supplement (September 29, 1999) to 1995 Note Agreement between the Company and Teachers
Insurance and Annuity Association of America. (1) (Exhibit 10.2)

Sixth Supplement (June 30, 2000) to 1995 Note Agreement between the Company and Teachers
Insurance and Annuity Association of America. (m) (Exhibit 10.2)

Seventh Supplement (September 30, 2001) to 1995 Note Agreement between the Company and
Teachers Insurance and Annuity Association of America. (n) (Exhibit 10.26)

Eighth Supplement (September 7, 2004) to 1995 Note Agreement between the Company and Teachers
Insurance and Annuity Association of America. (o) (Exhibit 10.1)

Note Agreement dated as of December 1, 1997 among the Company and the Purchasers named therein
for the issuance of the Company’s 7.10% Senior Notes due January 2, 2008 in the aggregate principal
amount of $30,000,000. (j) (Exhibit 10.23)

First Supplement (December 31, 1998) to Note Agreement dated as of December 1, 1997 among the
Company and the purchasers named therein. (k) (Exhibit 10.29)

Second Supplement (September 29, 1999) to Note Agreement dated as of December 1, 1997 among
the Company and the purchasers named therein. (1) (Exhibit 10.1)
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Exhibit
10.13
10.14
10.15

10.16

10.17
10.18
10.19
10.20
10.21
10.22
10.23
10.24
10.25
10.26
10.27
10.28
10.29
10.30
10.31

10.32

10.33

10.34

10.35

Description

Third Supplement (June 30, 2000) to Note Agreement dated as of December 1, 1997 among the
Company and the purchasers named therein. (m) (Exhibit 10.1)

Fourth Supplement (September 30, 2000) to Note Agreement dated as of December 1, 1997 among
the Company and the purchasers named therein. (n) (Exhibit 10.38)

Fifth Supplement (September 7, 2004) to Note Agreement dated as of December 1, 1997 among the
Company and the purchasers named therein. (o) (Exhibit 10.1)

Note Agreement dated as of August 12, 2002 among the Company and the Purchasers named therein
for the issuance of the Company’s 7.20% Senior Notes due August 12, 2009 in the aggregate principal
amount of $42,500,000. (p) (Exhibit 10.1)

Amendment No. 1 (September 7, 2004) to Note Agreement dated as of August 12, 2002 among the
Company and the purchasers named therein. (o) (Exhibit 10.1)

Supplemental Executive Retirement Plan dated effective January 1, 2003. (q) (Exhibit 10.32)

Form of Executive Change-in-Control Severance Agreement dated December 22, 2003 between the
Company and each of its Executive Vice Presidents (Thomas A. Bessant, Jr., Robert D. Brockman,
Jerry D. Finn, Michael D. Gaston, William R. Horne, James H. Kauffman) (q) (Exhibit 10.31)

Amended and Restated Executive Employment Agreement between the Company and Mr. Fechan
dated as of January 21, 2004. (q) (Exhibit 10.30)

2004 Long-Term Incentive Plan (r) (Exhibit 10.21)

First Amended and Restated Credit Agreement among the Company, certain lenders named therein,
and Wells Fargo Bank, National Association, as Administrative Agent dated as of February 24, 2005.
(r) (Exhibit 10.22)

Administrative Credit Services Agreement, dated July 1, 2005, by and between Cash America
Financial Services, Inc. and NCP Finance Limited Partnership. (s) (Exhibit 10.1)

Administrative Credit Services Agreement, dated July 1, 2005, by and between Cash America
Financial Services, Inc. and NCP Finance Michigan, LLC. (s) (Exhibit 10.2)

Administrative Credit Services Agreement, dated July 1, 2005, by and between Cash America
Financial Services, Inc. and NCP Finance Florida, LLC. (s) (Exhibit 10.3)

Administrative Credit Services Agreement, dated July 1, 2005, by and between Cash America
Financial Services, Inc. and Midwest R&S Corporation. (s) (Exhibit 10.4)

Guaranty dated July 1, 2005 by Cash America International, Inc. for the benefit of NCP Finance
Limited Partnership. (s) (Exhibit 10.5)

Guaranty dated July 1, 2005 by Cash America International, Inc. for the benefit of NCP Finance
Michigan, LLC. (s) (Exhibit 10.6)

Guaranty dated July 1, 2005 by Cash America International, Inc. for the benefit of NCP Finance
Florida. (s) (Exhibit 10.7)

Guaranty dated July 1, 2005 by Cash America International, Inc. for the benefit of Midwest R&S
Corporation. (s) (Exhibit 10.8)

Amendment One (January 25, 2006) to the Cash America International, Inc. 2004 Long-Term
Incentive Plan. (t) (Exhibit 10.31)

Note Agreement dated as of December 28, 2005 among the Company and the Purchasers named
therein for the issuance of the Company’s 6.12% Senior Notes due December 28, 2015 in the
aggregate principal amount of $40,000,000. (t) (Exhibit 10.32)

Executive Change-in-Control Severance Agreement dated May 23, 2006 between the
Company and Jerry Wackerhagen (u) (Exhibit 10.1)

Executive Change-in-Control Severance Agreement dated July 17, 2006 between the
Company and J. Curtis Linscott.(u) (Exhibit 10.2)

Note Agreement dated as of December 19, 2006 among the Company and the Purchasers named
therein for the issuance of the Company’s 6.09% Series Senior Notes due December 19, 2016 in the

aggregate principal amount of $35,000,000 and 6.21% Series B Senior Notes due December 19, 2021
in the aggregate principal amount of $25,000,000. (v) (Exhibit 10.1)
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Exhibit

10.36

10.37

10.38

10.39

14

21
23
31.1
31.2
32.1

32.2

Description

Letter agreement dated January 25, 2006 extending Amended and Restated Executive
Employment Agreement between the Company and Mr. Feehan dated January 21, 2004.

Supplement No. 9 (December 31, 2006) to Note Agreement dated as July 7, 1995, among the
Company and the purchasers named therein.

Supplement No. 6 (December 31, 2006) to Note Agreement dated as of December 1, 1997,
among the Company and the purchasers named therein.

Amendment No. 2 (December 31, 2006) to Note Agreement dated as of August 12, 2002,
among the Company and the purchasers named therein.

Code of Ethics. The Company’s Code of Business Conduct and Ethics may be accessed via the
Company’s website at www.cashamerica.com.

Subsidiaries of Cash America International, Inc.
Consent of PricewaterhouseCoopers LLP.
Certification of Chief Executive Officer.
Certification of Chief Financial Officer.

Certification of Chief Executive Officer pursuant to 18 U.S.C. Section 1350, as adopted pursuant to
Section 906 of the Sarbanes-Oxley Act of 2002.

Certification of Chief Financial Officer pursuant to 18 U.S.C. Section 1350, as adopted pursuant to
Section 906 of the Sarbanes-Oxley Act of 2002.

Certain Exhibits are incorporated by reference to the Exhibits shown in parenthesis contained in the Company’s
following filings with the Securities and Exchange Commission:

(a)
(b)
()
(d)
(e)
(H
(2
(h)
(1)
0)
(k)
)
(m)
(n)
(0)
(p)
(@
(r)
(s)
®
(v)
(v)

Registration Statement Form S-1, File No. 33-10752.

Amendment No. 1 to its Registration Statement on Form S-4, File No. 33-17275.
Annual Report on Form 10-K for the year ended December 31, 1992.
Annual Report on Form 10-K for the year ended December 31, 1993.
Post-Effective Amendment No. 1 to its Registration Statement on Form S-4, File No. 33-17275.
Annual Report on Form 10-K for the year ended December 31, 1990.
Quarterly Report on Form 10-Q for the quarter ended June 30, 1995.
Quarterly Report on Form 10-Q for the quarter ended September 30, 1995.
Annual Report on Form 10-K for the year ended December 31, 1996.
Annual Report on Form 10-K for the year ended December 31, 1997.
Annual Report on Form 10-K for the year ended December 31, 1998.
Quarterly Report on Form 10-Q for the quarter ended September 30, 1999.
Quarterly Report on Form 10-Q for the quarter ended September 30, 2000.
Annual Report on Form 10-K for the year ended December 31, 2001.
Current Report on Form 8-K dated September 7, 2004.

Current Report on Form 8-K dated August 15, 2002.

Annual Report on Form 10-K for the year ended December 31, 2003.
Annual Report on Form 10-K for the year ended December 31, 2004.
Quarterly Report on Form 10-Q for the quarter ended June 30, 2005.
Annual Report on Form 10-K for the year ended December 31, 2005.
Quarterly Report on Form 10-Q for the quarter ended June 30, 2006.
Current Report on Form 8-K dated December 22, 2006.
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EXHIBIT 21

SUBSIDIARIES OF CASH AMERICA INTERNATIONAL, INC.

Jurisdiction of
Incorporation/

Subsidiaries Organization
Cash America International, INC. ..........cc.cooooiviiiiiiiii i Texas
Cash AMETICA, INC. ...oooiiiiieieeie e ea e eaaee s Delaware
Cash America Advance, INC........c.c.ooooouiiiioiiee e Delaware
Cash America, Inc. of LoUiSIaNa. ........cc.oooiiiiiiieiiic e Delaware
RATI HOIAINg, INC. ..eeeitieiiee ettt Texas
Cash America, INC. Of TENNESSEE .......cccuveeieeiiieeeeee e e Tennessee
Cash America, Inc. of OKIahoma ..........c.oooieiiiiiiiiiii e Oklahoma
Cash America, Inc. of South Carolina............ccoovvveueiiiiiiiiiiieeeeeeeeeeee e South Carolina
Florida Cash AMETICa, INC........coovimiiiiiiiiiiieeiee e e Florida
Georgia Cash AMerica, INC. .......coooiiiiiiiiiee e Georgia
Cash America, Inc. of North Carolina..............ccooouiiiiiiiiieiiiicceeeeeeee e North Carolina
Cash America Pawn, INC. Of ONI0 ......cooiviiiiiiiiiiieeeeee e Ohio
Cash America, Inc. 0f AlaDAmMa...........ccueeiiiiiiiiiiiiii e Alabama
Cash America, InC. 0f ColOrado ........coovviiiiiiiiiieiie et e Colorado
Cash America, InC. Of INAIANA .......c..oiiiiiiiiiiiie et Indiana
Cash AMETica Pawn L.P.......ccooooiiiiiiiieccee et Delaware
Cash America Management L.P. .........ccccoiiiiiiiiiieeee e Delaware
Cash America Holding, INC. .....ccooiiiiiiiiiiieee e Delaware
MEI. Payroll COrporation.........ceeeuieieiesieriesie ettt sttt ebe et ee e e Delaware
Express Cash International Corporation...........c..ccueeeereerreerieeeeseenreesseereeeseseesseeseennas Delaware
Cash America Of MISSOUIT, INC. ...ccuvviiiiiiiiiiiiee ettt e e e eaaaee s Missouri
Vincent’s Jewelers and Loan, INC. .....cc.ooovviiiiiiiiiiiiieeeeeeeeeeeee e Missouri
Cash America, INC. Of ULAN .......ooiiiiiiiiie et e Utah
Cash America Franchising, INC. ........cccooiiiiiiiieiiii e Delaware
Cash America Financial Services, INC. .......ocouviiiiiiiiiiiiee e Delaware
Cash America, INC. OF TIINOIS ......ccoovviiiiiiieiciie et enaeee s Illinois
Uptown City PAWNErs, INC. ....cccooviiiiieiiiiecieeceeeeeee e Ilinois
Doc Holliday’s Pawnbrokers & Jewellers, INC. ........c..ccevveviieiieienieiieiecieceeseeve e Delaware
Longhorn Pawn & Gun, INC. .......coeeiiiiiiiiiiciieieeeeseeie ettt Texas
Bronco Pawn & GUn, INC. ....ooovviiiiiiiiiciic e Oklahoma
Gamecock Pawn & GUN, INC. ....ooovviiiiiiiiiceeeeeeeeee e South Carolina
Hornet Pawn & GUIN, INC. .....ooovviiiiieic e North Carolina
Tiger Pawn & GUn, INC. ..oocueeiiiiiiiiiiieeee e Tennessee
Cashland Financial Services, INC. .......coovuuuiiiiiiiiieeiee et Delaware
Cash America, Inc. of KeNtUCKY ......cceeoiiiiiiiiiieeee e Kentucky
Cash America, InC. Of NeVAda..........oooiiiiiiiiiiiiiiiieeee e Nevada
Cash America, Inc. of VIIINia........cocieiiiiiiiiiiieeee e e e Virginia
Cash America, INC. Of ALASKa......c...ueviiiiiiiiiiiiiiee e Alaska
Cash America Net Holdings, LLC........ccoiiiiiiiiie et e Delaware
Cash America Net of Arizona, LLC..........oooiiiiiiiiiiiiiiiieeee e Delaware
Cash America Net of Alabama, LLC .........c..coooiiiiiiiieeeeee e Delaware
Cash America Net of Alaska, LLC .....c.oooiiiiiiiiiiiieceeeeeee e Delaware
Cash America Net of California, LLC ..........ccooiiiiiiieieiceeeeee e Delaware
Cash America Net of Colorado, LLC........ccoveiiiiiiiiiiieeceee et Delaware



SUBSIDIARIES OF CASH AMERICA INTERNATIONAL, INC. (Continued)

Jurisdiction of
Incorporation/

SubsSidiaries .......eeeueeeereeieieeiiiiieeieeieer, Organization

Cash America Net of Delaware, LLC ........c..cooooviiiiiiieeeeeeeeeee e Delaware
Cash America Net of Florida, LLC ..........coooiiioiiiiieeee e Delaware
Cash America Net of Hawail, LLC..........cooooviiiiiiiiiceeeeeeeee e Delaware
Cash America Net of Idaho, LLC ........ouvviiiiiiiieeeeee et Delaware
Cash America Net of T11IN01s, LLC ...ooooouueiiiiiiiiieeeeeeee e Delaware
Cash America Net of Indiana, LLC .........ooooiiiiiiiiiiiiieeeeeeee e Delaware
Cash America Net 0f Towa, LLC .....coooiiiiiiiiiiieiee et e Delaware
Cash America Net of Kansas, LLC ...........oooiiiiiiiiiiiiiiiiieeece e Delaware
Cash America Net of Louisiana, LLC...........coooviiiiiiiiiiiiiieeeeeeceeeeee e Delaware
Cash America Net of Michigan, LLC .........ccccccveviieiiiiiiiieieece e Delaware
Cash America Net of Minnesota, LLC.......ccccoooviiiiiiiieiieeeceeeeeceee e Delaware
Cash America Net of Missouri, LLC ........ooooviiiiiiiiiiieeeeeeeeee e Delaware
Cash America Net of Montana, LLC .........c...ooooiiiiiiiiiieicecee e Delaware
Cash America Net of Nebraska, LLC ........cc..cooooiiiiiiiieieeee e Delaware
Cash America Net of Nevada, LLC ........oooooviiiiiiiiiceee e Delaware
Cash America Net of New Hampshire, LLC ........cccoooiiiiiiiiiei e, Delaware
Cash America Net of New MexXico, LLC........coooiiiiiiiiieeccee e Delaware

CaShINEtUSA CO, LLC ..ottt e envae e s Delaware

CaShINEtUSA, OR, LLC ..ottt e eave e s envaee s Delaware

The Check GIant NM, LLC ......oooouiiiiiiiiiiiieeeeeee ettt e e e Delaware
Cash America Net of North Dakota, LLC.........cccccoooviiiiiiiiiiieeic e Delaware
Cash America Net 0f Ohio, LLC ......oooiiiiiiiiiceee e Delaware
Cash America Net of Oklahoma, LLC...........cooovviiiiiiiiiieieeeeee e Delaware
Cash America Net of Oregon, LLC .......cccooiiiieiiieieeiesieeieee et Delaware
Cash America Net 0Of PA, LLC ......ooiiiiiiie e Delaware
Cash America Net of Pennsylvania, LLC ........ccccccooieiiiiiirieieeeeceeeeeee e Delaware
Cash America Net of Rhode Island, LLC ..........cc.cooooiiiiiiiieeeeeeeee e Delaware
Cash America Net of South Dakota, LLC..........cccc.oooiiiiiiiiii e Delaware
Cash America Net of Texas, LLC......cc..ooooiiiiiiieeeeeeeeeeeeeee e Delaware
Cash America Net of Utah, LLC........cccuoiiiiiiiiiiiie et Delaware
Cash America Net of Virginia, LLC .......cccooiiiiiiiiieieeeeee e Delaware
Cash America Net of Washington, LLC ........cccccoiiiiiiiiniiieeeee e Delaware
Cash America Net of Wisconsin, LLC.......cc..cooovviiiiiiiiiiiiieeeeee e Delaware
Cash America Net of Wyoming, LLC .......cccocoieiiiriiiienieieee et Delaware



EXHIBIT 23
CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

We hereby consent to the incorporation by reference in the Registration Statements on Form S-8
(Nos. 33-29658, 33-36430, 33-59733, 333-95827 and 333-97273) of Cash America International, Inc. of our
report dated February 26, 2007 relating to the financial statements, management’s assessment of the
effectiveness of internal control over financial reporting and the effectiveness of internal control over
financial reporting, which appears in this Form 10-K. We also consent to the incorporation by reference of
our report dated February 26, 2007 relating to the financial statement schedule, which appears in this Form
10-K.

/s/ PricewaterhouseCoopers LLP

Fort Worth, Texas
February 26, 2007



EXHIBIT 31.1

CERTIFICATION

I, Daniel R. Feehan, certify that:

1.

2.

I have reviewed this report on Form 10-K of Cash America International, Inc.;

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

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

The registrant’s other certifying officer and I are responsible for establishing and maintaining disclosure
controls and procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over
financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and have:

a) designed such disclosure controls and procedures, or caused such disclosure controls and procedures to
be designed under our supervision, to ensure that material information relating to the registrant,
including its consolidated subsidiaries, is made known to us by others within those entities, particularly
during the period in which this report is being prepared;

b) designed such internal control over financial reporting, or caused such internal control over financial
reporting to be designed under our supervision, to provide reasonable assurance regarding the
reliability of financial reporting and the preparation of financial statements for external purposes in
accordance with generally accepted accounting principles;

c) evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this
report our conclusions about the effectiveness of the disclosure controls and procedures, as of the end
of the period covered by this report based on such evaluation; and

d) disclosed in this report any change in the registrant’s internal control over financial reporting that
occurred during the registrant’s fourth fiscal quarter that has materially affected, or is reasonably likely
to materially affect, the registrant’s internal control over financial reporting; and

The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of internal
control over financial reporting, to the registrant’s auditors and the audit committee of the registrant’s board
of directors (or persons performing the equivalent functions):

a) all significant deficiencies and material weaknesses in the design or operation of internal control over
financial reporting which are reasonably likely to adversely affect the registrant’s ability to record,
process, summarize and report financial information; and

b) any fraud, whether or not material, that involves management or other employees who have a
significant role in the registrant’s internal control over financial reporting.

Date:  February 26, 2007

/s/ Daniel R. Feehan

Daniel R. Feehan
Chief Executive Officer and President



EXHIBIT 31.2

CERTIFICATION

I, Thomas A. Bessant, Jr., certify that:

1.

2.

I have reviewed this report on Form 10-K of Cash America International, Inc.;

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

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

The registrant’s other certifying officer and 1 are responsible for establishing and maintaining disclosure
controls and procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over
financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and have:

a) designed such disclosure controls and procedures, or caused such disclosure controls and procedures to
be designed under our supervision, to ensure that material information relating to the registrant,
including its consolidated subsidiaries, is made known to us by others within those entities, particularly
during the period in which this report is being prepared;

b) designed such internal control over financial reporting, or caused such internal control over financial
reporting to be designed under our supervision, to provide reasonable assurance regarding the
reliability of financial reporting and the preparation of financial statements for external purposes in
accordance with generally accepted accounting principles;

c) evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this
report our conclusions about the effectiveness of the disclosure controls and procedures as of the end of
the period covered by this report based on such evaluation; and

d) disclosed in this report any change in the registrant’s internal control over financial reporting that
occurred during the registrant’s fourth fiscal quarter that has materially affected, or is reasonably likely
to materially affect, the registrant’s internal control over financial reporting; and

The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of internal
control over financial reporting, to the registrant’s auditors and the audit committee of the registrant’s board
of directors (or persons performing the equivalent functions):

a) all significant deficiencies and material weaknesses in the design or operation of internal control over
financial reporting which are reasonably likely to adversely affect the registrant’s ability to record,
process, summarize and report financial information; and

b) any fraud, whether or not material, that involves management or other employees who have a
significant role in the registrant’s internal control over financial reporting.

Date:  February 26, 2007

/s/ Thomas A. Bessant, Jr.

Thomas A. Bessant, Jr.
Executive Vice President and
Chief Financial Officer



EXHIBIT 32.1

CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Annual Report of Cash America International, Inc. (the “Company”) on
Form 10-K for the year ended December 31, 2006, as filed with the Securities and Exchange Commission
on the date hereof (the “Report”), I, Daniel R. Feehan, Chief Executive Officer and President of the
Company, certify, pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-
Oxley Act of 2002, that to my knowledge:

(1) The Report fully complies with the requirements of Section 13(a) or 15(d)
of the Securities Exchange Act of 1934, as amended; and

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

/s/ Daniel R. Feehan
Daniel R. Feehan
Chief Executive Officer and President

Date: February 26, 2007



EXHIBIT 32.2

CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Annual Report of Cash America International, Inc. (the “Company”) on
Form 10-K for the year ended December 31, 2006, as filed with the Securities and Exchange Commission
on the date hereof (the “Report™), I, Thomas A. Bessant, Jr., Executive Vice President and Chief Financial
Officer of the Company, certify, pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of
the Sarbanes-Oxley Act of 2002, that to my knowledge:

(1) The Report fully complies with the requirements of Section 13(a) or 15(d)
of the Securities Exchange Act of 1934, as amended; and

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

/s/ Thomas A. Bessant, Jr.
Thomas A. Bessant, Jr.
Executive Vice President and Chief Financial Officer

Date: February 26, 2007



