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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION
WASHINGTON, D.C. 20549

Form 10-Q

(Mark Omne)

E QUARTERLY REPORT PURSUANT TO SECTION 12 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934

For the quarterly period ended June 30, 2018
OR

O TRANSITION REPORT PURSUANT TO SECTION 13 OR 15{d) OF THE SECURITIES EXCHANGE ACT of 1934

For the transition period from 03]

Commission File Number: -
WORLD ACCEPTANCE CORPORATION

(Exact name of registrant as specified in its charter.)

South Carolina 57-0425114

{State or other junsdiction of incorporation or organication) (LE.5. Employer Identification Mumber)

108 Frederick Street
Greenville, South Carolina 29607

(Address of principal executive offices)
(£ip Coale)

{864) 298-9800

(registrant’s telephone number, including area code)

Indicate by check mark whether the registrant (1) has filed all reporis required to be filed by Section 13 or 15(d) of the Securities Exchange Act of 1934 during the
preceding 12 months (or for shorter period than the registrant was reguired o Gle such reports), and (2) has been subject to such fling requirements for the past 90
days. Yes B Ne O

Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Web site, il any, every Interactive Data File required o be
submitted and posted pursuant o Ruole 405 of Regulation 5-T (§ 232405 of this chapter) during the preceding 12 months (or for such shorter period that the
registrant was required 1o submit and post such files). Yes B No O

Indicate by check mark whether the registrant is a large accelerated fGler, an accelerated filer, a non-accelerated fler, a smaller reporting company, or an emerging

growth company. See the definitions of “large sccelerated filer,” “accelerated fler,” “smaller reporting company,”™ and "emerging growth company” in Rule 12b-2
of the Exchange Act. (Check One):
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Large Accelerated filer O Accelerated filer [

MNon-accelerated fler O Smaller reporting company O
(Do not check if smaller reporting company)

Emerging growth company O

If an emerging growth company, indicate by check mark if registrant has elected not 1o use the extended transition penod for complying with any new or revised
financial accounting standards provided pursuant o Section 13(a) of the Exchange Act. O

Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act). Yes O No [E

The number of outstanding shares of the ssuer’s no par value common stock as of August 2, 2018 was 9,143 267
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PART 1. FINANCIAL INFORMATION

WORLD ACCEPTANCE CORPORATION
AND SUBSIDIARIES
CONSOLIDATED BALANCE SHEETS
(Unaudited)

June 30, 2018

March 31, 2018

ASBSETS
Cash and cash equivalents b 10,262,901 § 12,473 833
Gross loans receivable 1062.673,177 1004 233 159
Less:
Uneamned interest, insurance and lees (2%0.886,555) (258,991 492
Allovwance [or loan losses (68.029.622) (66,088, 139)
Loans receivable, net TI13,757.000 670 153 528
Property and equipment, net 23,254,500 22785951
Deferred income laxes, nel 19807871 20,175,148
Other assels, net 12,467.49%6 13244 416
Cioodwill 7.034.463 7.034 463
Intangible assets, net 6,380,849 644 301
Assels held for sale (Note 20 19,012,674 79475397
Tolal assels b3 B11.977.754 § 240,987 037
LIABILITIES & SHAREHOLDERS' EQUITY
Liabilities:
Senior notes pavable b 139.840.000 5 244,900,000
Ineome taxes pavable 17,846,549 14,097 419
Accounts payable and accerued expenses 30,600,024 33,503.335
Liahilities held for sale (Note 2 6,418,506 7378431
Tatal liabilities 194,705,079 200 8T9, 185
Commitments and contingencies (Mote 11) — —
Sharcholders' eguity:
Preferred stock, no par value Authorized 5,000,000, no shares issued or outstanding — —
Commaon stock, no par value Authorieed 95,000,000 shares: issued and outstanding 9,140,273 and
%, 119,443 shares at June 30, 2008 and March 31, 2018, respectively — —
Additional paid-in capital 178,791,152 175,887,227
Retained earnings 169,772,411 390,275,705
Accumulated other comprehensive loss (31,200.918) (26,055 (80
Total sharcholders' eguity 517,272,675 541,107,852
Total liabilities and sharcholders’ equity b3 B11.977.754 5 840 987 037
See accompanying notes o consolidated Nnancial statements.
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WORLD ACCEPTANCE CORPORATION

AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF OPERATIONS
(Unaudited)
Three months ended June 30,
2018 2017
Continuing operations
Revenues:
Interest and fee income 3 108444378 & 103,367 484
Insurance income, nel and other income 14,345,607 13,270,882
Total revenues 122,789,985 116,638 366
Expenses:
Provision for loan losses 30,590,619 27,709,627
Cieneral and administrative expenses:
Personnel 41,569,347 41,043 203
Occupancy and equipment 10,052,103 9,527 BE4
Advertising 4,850,085 4637456
Amortization of intangible assets 263,452 185,822
Other 11,042,368 10,813,221
Total general and administrative expenses 67,777,355 66,208,186
Interest expense 4,225,001 4,246,702
Total expenses 102,592,975 GH. 164,515
Income from continuing operations belore income taxes 20,197,010 18,473,851
Income taxes 4,559,345 T.2653%
Income from continuing operations 15,637,665 11,208,455
Discontinued operations (MNote 2)
Income from discontinued operations before impaimment loss and income axes 1,341,825 2431723
Irnpairment loss 30,006,544 —
Income taxes 476,240 572 4932
Income (loss) from discontinued operations (37.140.959) 1,859 231
Met income (loss) 3 (21,503.294) 5 13,067 636
Met income per common share from conlinuing operalions:
Basic % .73 § 1.29
Diluted b La% 5 1.27
Met income (loss) per common share from discontinued operations:
Basic b (4.10p % 0.21
Diluted % {401) § 0.21
5
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Met income (lossh per common share:
Basic
Diluted

Weighted average common shares outstanding:

Basic
Diluted

b (2.3T)
5 (2.32)
9,054,793
9,253,226
See accompanying notes o consolidated Nnancial statements.
f

i
3

1.50
|.48

B.6K7.105
8,826,505
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WORLD ACCEPTANCE CORPORATION
AND SUBSIMARIES
CONDENSED CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME

(Unaudited)
Three monihs ended June 30,
2018 217
MNet income (loss) 5 (21,503,294) S 13,067 686
Foreign currency translation adjustments (5.235.838) 2478619
Comprehensive income {loss) 5 (26.739,132) 5 15,546,305

See accompanying notes o consolidated Nnancial statements.
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WORLD ACCEPTANCE CORPORATION

AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF SHAREHOLDERS' EQUITY
(Unaudited)
Additional Paid-in Accumulated Other Total Shareholders'
Capital Fetained Earnings  Comprehensive Loss Equity
Balances at March 31, 2017 5 1442411035 344 005,347 (27,782,875) 461,063,577
Proceeds from exercise of stock options (389 888 shares) 25,323,531 — — 25323531
Common stock repurchases (58,728 shares) —_ (4,614,331 — (4,614 .331)
Restricted common stock expense under stock option plan, net of
cancellations (51,517 357) 1,564,048 — — 1,564 048
Stock option expense 2353214 — — 2353214
ASL 2016-09 adoption 2,405,329 (2,405,329 — —
Other comprehensive income —_ —_ 1,727,795 1,727,795
Met income — 53690008 — 53,690,008
Balances at March 31, 2018 5 175887227 390,275,705 (26,055, 080) 541,107,852
Proceeds from exercise of stock options (20,830 shares) 1,428,938 —_ — 1428938
Restricted common stock expense under stock option plan 950,790 — — 950,790
Stock option expense 514,227 — — 514,227
Other comprehensive loss — — (5.235.838) (5.235,.838)
MNet loss — (21,503.294) — (21.503,294)
Balances at June 30, 2018 %  17TB,791,182 369772411 (31.290.918) 517,272,675
See accompanying notes o consolidated Nnancial statements.
8
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WORLD ACCEPTANCE CORPORATION

AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CASH FLOWS
(Unaudited)
Three months ended June 30,
018 2017
Cash Mow [rom operating activities:
Met income (loss) 5 (21,503,294) § 13,067 686
Adjustments to reconcile net income (loss) o net cash provided by operating activities:
Impairment of assets held for sale 39,006,544 —
Amortization of intangible assets 163,452 185,822
Amartization of debl issuance costs 208,921 238 963
Provision or loan losses 32,399,678 30,840,058
Diepreciation 1,833,309 1,791 453
Loss on sale of property and eguipment 59,673 61,639
Deferred income tax expense (benefit) 413,750 (985 424)
Compensation related 1o stock option and restricted stock plans, net of taxes and adjustments 1475017 1,132,077
Change in accounts:
(her assets, net 739376 2,579,191
Income taxes payable 3. 560,469 2,449 633
Aceounts payable and accrued expenses (3,033,131) (1,272,161)
Met cash provided by operating activities 55,453,764 50,088,937
Cash Mows from investing activities:
Increase in loans receivable, net (64,053,964 (51,779 600)
Met assets acquired from branch acquisitions, primarily loans — (2,309 245)
Increase in intangible assets from acquisitions — (521,342)
Purchases of property and equipment (2,267.431) (2.005,5%00)
Proceeds from sale of property and equipment 93,700 70,752
Met cash used in investing activities [66,227.605) (56,555 425)
Cash flow from lnancing activities:
Bormowings from senior notes payable 55,390,000 1. 343 500
Payments on senior notes pavable (60,450,000 (55,930 (W0
Dbt issuance costs associated with senior notes payable (240,004 (420 (oM
Proceeds from exercise of stock oplions 1,428,938 5,334 BE6
Repurchase of common stock — (4614331
Met cash provided by (used in) financing activities (3871.062) 5,714 355
Effects of foreign currency Muctuations on cash and cash equivalents (765.404) 94 234
Met change in cash and cash equivalents (15.410.397) (65T 50949
Cash and cash equivalents at beginning of period, excluding held for sale 12,473,833 11,581,936
Cash and cash equivalents held for sale at beginning of penod 19612471 3618474
Cash and cash equivalents at end of period 16,675,907 14,542 511
Cash and cash equivalents held for sale at end of period 6,413,006 2397709
Cash and cash equivalents at end of period, excluding held for sale 5 10,262,901 % 12,144 802
Supplemental Disclosures:
Interest paid during the period 3,896,463 3.BE3 860
Income taxes paid during the period 1,291,884 G375 281
]
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See accompanying notes o consolidated linancial staternents.

Ty
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WORLD ACCEPTANCE CORPORATION AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Unaudited)

MOTE | — BASIS OF PRESENTATION

The consolidated Gnancial statements of the Company at June 30, 2018 | and for the three months then ended were prepared in accordance with the instructions for
Form 10-0) and are unaudited; however, in the opinion of management all adjustments (consisting only of items of a normal, recurring nature) necessary for a fair
presentation of the fnancial position at June 30, 2008 | and the results of operations and cash Oows for the perods ended June 30, 2018 and 2017 | have been
included. The results for the interim periods are not necessarily indicative of the results that may be expected Tor the full year or any other interim period.

The preparation of consolidated financial statements in conformity with U.S. generally accepted accounting principles (“GAAP”) requires management 1o make
estimates and assumptions that affect the reported amount of assets and labilities and disclosure of contingent liabilities at the date of the consolidated financial
statements and the reported amount of revenue and expenses during the reporting period. Actual results could differ from those estimates.

The consolidated Anancial statements do not include all disclosures required by GAAP and should be read in conjunction with the Company s audited consolidated
linancial staternents and related notes for the Gscal yvear ended March 31, 2008 | included in the Company’s Annual Report on Form 10-KE for the fiscal year ended
March 31, 2008 | as filed with the 1.5, Securities and Exchange Commission ("SEC").

Subsequent o the current penod's balance sheet date of June 30, 2008 the Company and its affiliates approved the sale of the Company's Mexico operating
segment in ils entirety. The Company completed the sale on August 3, 20018, with a July 1, 2018 effective date. Pursuant o the terms of the stock purchase
agreement, the Company will provide limited aceounting assistance e the purchasers of the Mexico operating segment, as reguested, for a period of 90 days afler
the sale’s effective date. The Company will have no other involvement with the Mexico operating segment subsequent to the sale's effective date. Refer o Note 12
— Subsequent Events of this Quarterly Report on Form 10-0) for more information surrounding the sale of the Company's Mexico operating segment.

11
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The following table reconciles the major classes of assets and liabilities held for sale 1o the amounts presented in the Consolidated Balance Sheets:

June 30, 2018 March 31, 2018
Assets held for sale:
Cash and cash equivalents b 6,413,006 3 19612471
Loans receivable, net 39,160,944 46,027 204
Property and equipment, net 1349870 2,805 467
Deferred income taxes, net 9. 146469 10,064 489
Other assels, net 948,929 965,770
Accumulated impairment losses (39,006.,544) —
Tortal assets held for sale b 19012674 5 79,475,307
Liabilities held for sale:
Income taxes payable 206,045 437,551
Accounts pavable and acerued expenses 6,212,461 6,940 880
Total liabilities held for sale b 6418506 3 7378431

The following table reconciles the major classes of line Mems constloting pre-tax profit (loss) of discontinued operations (o the amounts presented in the

Consolidated Statements of Operations:

Revenues
Provision for loan losses
Gieneral and administrative expenses
Income from discontinued operations before impaimment loss and income axes
Impairment loss
Ineome taxes

Income (loss) from discontinued operations

The following table presents operating, investing and financing cash flows for the Company's discontinued operations:

Cash provided by operating activities:
Cash provided by (used in) investing activities:
Cash provided by (used in) lnancing activities:

— 81 - i

Nature of Operations

Three months ended June 30,

2018 2017
9,693,367 S 12,271,057
1.809,059 3,130,431
5.542,483 6,708,803
2,341,825 2,431,723

39,006,544 _

476,240 572,492

(37.140,959) § 1,859 231

Three months ended June 30,

2018 2017
1,553,854 § 5,356,127
1,138,084 (6,671,126}

(17.126,000) —

The Company is a small-loan consumer fnance company headguartered in Greenville, South Caroling that offers short-term small loans, medinm-term larger

loans, related credit insurance products and ancillary products and services o individuals who have

12
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limited access to other sources of consumer credit. In UL, branches, the Company offers income ax return preparation services o its loan customers and other
individuals.

Seaxonality

The Company's loan volume and corresponding loans receivable follow seasonal trends. The Company's highest loan demand generally occurs from October
through December, its third fscal quarter. Loan demand s generally lowest and loan repayment highest from January to March, its fourth fiscal quarter. Loan
volume and average balances remain relatively level during the remainder of the vear. Consequenily, the Company experiences significant seasonal Muetuations in
its operating results and cash needs. Operating results for the Company’s thied fscal quarter are generally lower than in other quarters and operating resulis for its
fourth fscal quarter are generally higher than in other quarters.

Recently Adopted Accounting Standards
Seape of Modification Accouniing

In Bay 2017, the Financial Accounting Standards Board ("FASB") issved Accounting Standards Update ("ASTU™) 2017209, Scope of Modification Accounting.
The amendments in this Update provide guidance about which changes o the terms or conditions of a share-based payment award require an entity to apply
modification accounting in Topic 718, According to ASU 2007-09 an entity should account for the effects of a modification unless all the following are met:
. The fair value of the modified award 15 the same as the [air value of the original award immediately before the original award is modiGed.
2. The wvesting conditions of the modified award are the same as the vesting conditions of the original award immediately before the onginal award is
modified.
3 The classification of the modified award as an eguity instrument or a liability instrument is the same as the classification of the original award
immediately before the original award is modiGed.

The amendments in this Update are effective for all entities for annual periods, and interim periods within those annual periods, beginning afler December 15,
2017, The Company adopted ASU 2007-0% on its effective date, April 1, 20018, Management has reviewed the provisions of ASU 2007-09 and has determined that
there is no financial statement impact during the period since this is a clarification to current guidance. The Company will apply the clarified guidance on any
future change to terms and conditions of share-based payment awards.

Revenue from Contracts with Customers: ldentifiing Performance Obligations and Licensing

In April 2006, the FASE issued ASU 2016-10, Identifying Performance Obligations and Licensing. The amendments clanfy the following two aspects ol Topic
606: (o) identifying performance obligations: and (b) the licensing implementation guidance. The amendments do not change the core principle of the guidance in
Topic 606, The effective date and transition requirements for the amendments are the same as the effective date and transition requirements in Topic 606, Public
entities should apply the amendments for annual reporting periods beginning after December 15, 2017, including interim reporting periods therein. The Company
adopted ASL 2016-10 on its effective date, April 1, 20018, Management has concluded that the new standard did not have a material impact on the Company’s
congolidated linancial statements.

Recognition and Measurement of Finanotal Assets and Financial Liahifities

In January 2016, the FASE issued ASU 2016-01, which updates certain aspects of recognition, measurement, presentation and disclosure of lnancial instruments.
Public entities should apply the amendments for annual reporting periods beginning after December 15, 2017, including interim reporting periods therein, The
Company adopted ASU 2016-01 on its effective date, Aprl 1, 2018 The Company's current disclosures around fnancial instruments reflect the mstruments'
estimated fair market value or exit price. Based on this, management has determined that the provisions of ASU 2016-01 had no financial statement impact during
the period of adoption.

Revenue from Contracts with Customers

In May 2014, the FASE issued ASU 2014-08, which supersedes the revenue recognition requirements Topic 605 {Revenue Recognitiony, and most industry-
specilic guidance. ASL 2004-09 15 based on the principle that revenee 15 recognized to depict the transfer of goods or services Lo cuslomers in an amount that
reflects the consideration to which the entity expects to be entitled in exchange for those poods or services. ASU 2014-09 also requires additional disclosure about

the nature, amount, timing and uncertainty of revenue and cash Nows ansing from customer contracts, including significant judgments and changes in judgments

13
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and assels recognized [rom costs incurred o obtain or [l a contract. ASL 2014-0%, as amended by ASU 2015-14, ASU 2006-20, ASL 2017-13, is effective for
fiscal vears, and mterim penods, beginning after December 15, 2007, The Company adopied this new guidance on its effective date, April |, 2018, using the
modified retrospective method where prior periods are not restated. Management has evaluated revenoe from contracts with customers and has concluded that the
new standard did not have a material impact on the Company's consolidated financial statements.

Recently Tssued Accounting Standards Not Yet Adopied
Simplifiing the Test for Goodwill Impaiement

In Januwary 2017, the FASH issued ASU 200 7-04, Simplifyving the Test for Goodwill Impairment. ASU 2007-04 eliminates Step 2 from the goodwill impairment
test. Instead, under the amendments in this Update, an entity should perform its annual, or interim, goodwill impairment test by comparing the fair value of a
reporting unit with its carrying amount. Additionally, an entity should consider income tax effects from any ax dedoctible goodwill on the carrying amount of the
reporting unit when measuring the goodwill impairment loss, if applicable. ASU 20017-04 alse eliminates the requirements for any reporting unit with a zero or
negative carrying amount o perform a qualitative assessment and, iF it fails that qualitative west, o perform Step 2 of the goodwill impairment test. Therefore, the
sarme impairment assessment applies o all reporting units. The amendments in this Update are effective for public entities who are SEC Olers for Dscal vears
beginning after December 15, 2018, Early adoption is permitted. We are currently evaluating the impact the adoption of this guidance will have on our consolidated
linancial statements.

Mewsurement of Credit Losses on Financial Instriments

In June 2006, the FASE issued ASU 2006-13, Financial Instruments - Credit Losses. The amendment seeks o provide linancial statement users with more
decision-uselul information about the expected credit losses on financial instruments and other commitments 0 extend credit held by a reporting entity at each
reporting date. To achieve this objective, the amendments in this ASU replace the incurred loss impaiment methodology in current GAAP with a methodoelogy that
reflects expected credit losses and requires consideration of a broader range of reasonable and supportable information W inform credit loss estimates. For public
business entities the amendments are effective for fiscal vears beginning after December 15, 2009, including interim periods within those fiscal years. Early
adoption is permitted for fiscal vears beginning after December 15, 2008, including interim pericds within those fiscal vears. We are currently evaluating the
impact the adoption of this guidance will have on our consolidated fnancial statements. The adoption of this ASU could have a material impact on the provision
for loan losses in the consolidated statements of operations and allowance for loan losses in the consolidated balance sheets.

Leases

In February 2006, the FASD issoed ASU 2016-02, Leases (Topic 842). The ASU 2016-02, as amended by ASU 2008-01, will require lessees (o recognize assels
and liabilities on leases with terms greater than 12 months and o disclose information related 1o the amount, timing and uncertainty of cash lows arising from
leases, including various qualitative and quantitative requirements. The amendments of this ASU become effective for annual periods, and nterim penods within
those annual periods, beginming after December 15, 2008, We are currently evaluating the impact the adoption of this guidance will have on our consolidated
linancial statements. We expect the standard 1o have an impact on our assets and liabilities for the addition of right-of~use assets and lease liabilities, but we do not
expect it to have a material impact o our results ol operations or Lguidity.

We reviewed all other newly issued accounting proncuncements and concluded that they ane either not applicable to our business or are not expected W have a

material effect on the consolidated financial statements as a result of future adoption.

14
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MOTE 4 — FAIR VALUE

Fuir Value Disclosures

The Company may carry certain fnancial mstruments and derivative asseis and habilities measured at fair value on a recurning basiz. Fair value is defined as the
price that would be received to sell an asset or paid o transfer a liability in an orderly transaction between market participants on the measurement date. The
Company determines the fair values of its financial instruments based on the fair value hierarchy, which requires an entity to maximize the use of ohservable inputs
and minimize the use of unobservable inputs when measuring far value,

Financial assets and liabilities measured at fair value are grouped in three levels. The levels prioritize the inputs used (o measure the fair value of the assets or
liabilities. These levels are:

* Level | — Quoted prices (unadjusted) in active markets for identical assets or liabilities.
# Level 2 — Inputs other than quoted prices that are observable Tor assets and habilities, either directly or indirectly. These mputs include quoted prices for
similar assets or labilities in active markets and guoted prices for identical or similar assets or lisbilities in market that are less active,

« Level 3 — Unobservable inputs for assets or liabilities reflecting the reporting entity s own assumplions.

The Company’s lnancial instruments measured at fair value on a recurring basis for the periods reported consist of the following: cash and cash equivalents, loans
receivable, and sentor notes payvable. Fair value approximates carrying value for all of these instruments. Loans receivable are originated at prevailing market rates
and have an average hife of approximately eight months | Given the shori-term nature of these loans, they are continually repriced at current market rates. The
Company s revolving credit facility has a variable rate based on a margin over LIBOR and reprices with any changes in LIBOR. The Company also considers its
creditworthiness in its determination of fair value.

The carrying amounts and estimated Far values of amounts the Company measures al far value on a recurring basis ane summarized below.

June 30, 2018 March 31, 2018
Input Level Carrying Value Estimated Fair Value Carrying Value Estimaied Fair Value
ASSETS
Cash and cash equivalents | % 10,262,901 10262901 % 12,473 833 12,473 833
Loans receivable, net 3 T13.757,000 T13, 757,000 679,153 528 679, 153,528
LIABILITIES
Senior notes payable 3 239,840,000 239,840,000 244 900,000 244 900 000

The carrying amounts and estimated Far values of amounts the Company measures al far value on a non-recarring basis, which are limited to the Company's assels
held for sale, are summarized below.

June 30, 2018 March 31, 2018
Input Level Carrying YValue Estimated Fair Value Carrying Value Estimated Fair Value
ASSETS
Assets held for sale 2 § 19.012,674 19012674 3 79,475,397 79,475,397

The Company re-valued its Mexico operating segment as of June 30, 2008 in conjunction with its reclassification of the segment as held for sale. The observable
input the Company used in s revaluation was the agreed-upon price to sell the sepment.

There were no other significant assets or liabilities measured at fair value on a non-recurring basis as of June 30, 2008 or March 31, 2018 .

15
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MOTE 5 — FINANCE RECEIVABLES AND ALLOWANCE FOR LOAN LOSSES

The following is a summary of gross loans receivable as ol

Small loans
Large loans
Sales finance loans '

Total pross loans

June 30, March 31, June 30,
2018 2018 7
5 717,248,460 3 670,189,211 5 662, 873,877
345423,538 334.041,731 318,923,824
1,179 2217 26 040
5 1062673177 3 1004,233,15% 5 9E1.823, 750

purchase of products through the program; however, the Company will continue to serviee the outstanding retail installment sales contracts,

The following is a summary of the changes in the allowance for loan losses for the periods indicated:

Balance at beginning of period
Provision for loan losses
Loan losses
Recoveries

Balance at end of period

The following is a swmmary of loans individually and collectively evaluated for impairment for the period indicated:

June 30, 2018

Cross loans in bankruptey, excluding contractually delinguent
CGross loans contractually delinguent
Loans not contractually delinguent and not in bankruptey

Gross loan balance
Unearned interest and fees
Net loans

Allowance for loan losses

Loans, net of allowance for loan losses

Loans individually
evaluated for
impairment

The Company decided to wind down the World Class Buying Club program during the third quarter of fiscal 2015, As of March 31, 2015, the Company is no longer financing the

Three months ended June 30,

2018

2017

§ 66,088,139
30,590,619
(32.441,141)
1,792,005

5 60,644,365

27,709,627
(29,059.037)

4,002,929

§ 68,029,622

5 63,297 B84

Loans collectively
evaluated for

(impaired loans) impairment Total
5 4,471,996 — 4472,9%6
48449681 — 48,449,681
— 1,009, 750,500 1,009.750,500
52,922.677 1,009, 750,500 1,062.673,177
(10,714, 788) (270,171,767) (280.886,555)
42,207 889 T39.578,733 781,786,622
(37.924.995) (30,104.627) (68,029,622)
5 4,281,894 709,474,106 T13,757.000
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Mlarch 31, 2018

Loans individually
evaluated for

Loans collectively

impairment evaluated for
(impaired loans) impairment Total
Gross loans in bankruptey, excluding contractually delinguent 4,627 599 — 4,627 599
Ciross loans contractually delinguent 50019567 — 50,019,567
Loans not contractually delinquent and not in bankruptey — 9409 585,993 949, 585,993
Ciross loan balance 54,647, 166 040 585,093 | 004,233,159
Uneamed interest and fees (11.433,666) (247,557.826) (258,991 492)
Met loans 43213 500 T02,028,167 T45.241 667
Allowance [or loan losses {38782 574) (27.305.565) {6, 088 130)
Loans, net of allowance [or loan losses 4,430,926 674,722,602 679,153,528
Loans individually

June 30,2017

evaluated for

Loans collectively

impairment evaluated for
(impaired loans) impairment Total
Ciross loans in bankruptey, excluding contractually delinguent 4,712,263 — 4,712,263
Ciross loans contractually delinguent 43,6599 438 — 43,699 438
Loans not contractually delinquent and not in bankruptey — 933,412,049 933,412,049
Ciross loan balance 48.411.701 933,412,049 91823750
Uneamed interest and fees (9,823,471 (247,732,958) (257,556,429)
Met loans 38 588,230 BES,6T9,09] 724267321
Allowance [or loan losses {34.076,2318) (2022 ] 646) {63,297 &84)
Loans, net of allowance [or loan losses 4,511,992 656,457,445 66,969,437

The average net balance of impaired loans was $42.7 million and 5383 million |, respectively, Tor the three month penods ended JTune 30, 2008 | and 2007 _ 1t is not
practical to compute the amount of interest earned on impaired [oans.
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The following is an assessment of the credit quality for the period indicated:

Credit risk
Consumer loans- non-bankrupt accounts

Consumer loans- bankrupt accounts

Total gross loans

Consumer credit exposure
Credit risk profile based on payvment activity, performing
Contractual non-performing, 60 or more days delinguent '

Taotal gross loans

Credit risk profile based on customer type
Mew homower
Former borrower
Refinance
Delinguent refinance
Total gross loans

T Loans in sen-accual st

The following is a swmmary of the past due receivables as ol

Contractual basis:
30-59 days past due
60-89 days past due
%0 days or more past due
Tatal

Percentage of pericd-end gross loans recervable

MOTE 6 — AVERAGE SHARE INFORMATION

The following is a summary of the basic and diluted average common shares outstanding:

Basic:

Weighted average common shares outstanding (denominator)

Diluted:
Weighted average common shares outstanding
Dilutive potential common shares stock options

Weighted average diluted shares outstanding (denominator)

June 30, barch 31, June 30,

Inig 2018 2007
1057020248 008 290051 % 075,850,471
5,652,929 5,934 108 5973279
1062673177 LO04233.159 % 981,823,750
992,218,267 020 400862 917,290,053
Th454.910 74832297 64,533 697
1.062.673,177 |04 235159 % 9%1,823.750
103,601,323 104762628 % 92,858,750
121695512 104 281 551 11,937,719
819,375,003 TI8,115.097 750 156,025
15,001,339 17,073 883 17,871,256
1062673177 LO04233.159 % 981,823,750

June 30, March 31, June 30,

2018 2008 2017
37050516 32959 151 313,425 769
22005229 24 812,730 20 834,259
48,449,681 S0,01% 567 43 600 438

107,505,426 107,791 448 97 950 466

10.1% 10.7% 10.0%%

Three months ended June 30,

2018 2017
9,054,793 8,687,195
9,054,793 B.687.105
198,433 135 400
9,253,226 8,826,595
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Options o purchase 486,561 and 558,618 shares of common stock al various prices were outstanding during the three months ended June 30, 20018 and 2017
respectively, but were not included in the computation of diluted EPS because the oplion exercise price was anti-dilutive,

Stock Option Plany

The Company has a 2005 Stock Option Plan, a 2008 Stock Option Plan, a 2001 Stock Option Plan and a 2017 Stock Incentive Plan for the benefit of certain non-
employee directors, oflicers, and key emplovess. Under these plans, a total of 4,950,000 shares of common stock have been authorized and reserved for issuance
pursuant o grants approved by the Compensation and Stock Option Committee of the Board of Directors. Stock options granted under these plans have a
maximum duration of 10 yvears | may be subject 1o certain vesting requirements, which are generally three o five vears for officers, non-employvee directors, and
key emplovees, and are priced at the market value of the Company's common stock on the option's grant date. At June 30, 2018 | there were a total of 1262765
shares of common stock available for grant under the plans.

Stock-hased compensation 15 recognized as provided under FASE ASC Topic T1E-10 and FASE ASC Topic 505-50. FASE ASC Topic T18-10 requires all share-
based payments o employees, including grants of emplovee stock options, o be recognized as compensation expense over the reguisite service period (generally
the vesting period) in the consolidated financial statements based on their grant date fair values. The Company has applied the Black-Scholes valuation model in
determining the grant date fair value of the stock option awards. Compensalion expense 15 recognized only for those oplions expected o vest

The weighted-average fair value at the grant date for options issued dunng the three months ended June 30, 2008 and 20017 was 54967 and $22.79 | respectively.
Fair value was estimated at grant date using the weighted-average assumptions listed below:

Three months ended June 30,

2018 2017
Dividend Yield —"%a —%
Expected Volatility 53.02% 50.33%
Average risk-free rate 1E4% 1.B5%
Expected Life 5.0 vears 5.0 years

The expected stock price volatility is based on the historical volatility of the Company's common stock Tor a pericd approximating the expected life. The expected
life represents the period of tme that options are expected to be outstanding after the grant date. The risk-free rate reflects the interest rate at grant date on zero
coupon LS. governmental bonds having a remaining life similar to the expected oplion term.

Option activity for the three months ended June 30, 2018 was as follows:

Weighted Average  Weighted Averape

Exercise Remaining Aggregate Intrinsic
Shares Price Contractual Term Value
Options owstanding, beginning of period 497728 & T0.69
Grranted during period 300 10222
Exercised during period (20,8300 6F.60
Forfeited during period (4,638) 7124
Expired during period — —
Options outstanding, end of period 472560 5 T0.79 5.7 vears § 19,007 i1
Options exercisable, end of pericd 278,103 & 7148 44 years § 10,719,071
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The aggregate intrinsic value reflected in the table above represents the total pre-tax intrinsic value (the difference between the closing stock price on June 30, 2018
and the exercise price, multiplied by the number of in-the-money options) that would have been received by oplion holders had all option holders exercised their
options as of  June 30, 2018 . This amount will change as the market price of the common stock changes. The total intrinsic value of options exercised during the
periods ended June 30, 2008 and 20017 was as follows:

June 30, June 30,
018 2017
Three months ended 5 941,140 § 2,224 880

Az of June 30, 2018 | otal unrecognized stock-based compensation expense related to non-vested stock options amounted (o approximately 519 million , which is
expected o be recopnized over a weighted-averape pericd of approximately 1.9 years.

Restricted Stock
The Company has not granted any shares of restricted stock during fiscal 2019

During fiscal 20018, the Company granted 24 456 shares of restricted stock (which are equity classified) to certain executive officers, with a grant date weighted
average [air value of 310752 per share. One-third of these awards will vest each October | over the next three years.

During fiscal 2007, the Company granted 74,490 shares of restricted stock (which are equity classified) to certain executive officers, with a grant date weighted
average [air value of 351,15 per share. One-third of these awards will vest on each anniversary of the grant date over the next three vears.

Compensation expense related 1o restricted stock is based on the number of shares expected 1o vest and the fair market value of the common stock on the grant
date. The Company recognized compensation expense of 210 million and 50.6 million for the three months ended June 30, 2008 and 2017 | respectively, which is

included as a component of general and administrative expenses in the Company™s Conselidated Statements of Operations.,

As of June 30, 2018 | there was approximately 52.3 million of unrecognized compensation cost related to unvested restricted stock awands, which is expected (o be
recognized over the next 2.0 vears based on current estimates.

A summary of the status of the Company’s restricted stock as of June 30, 2018 | and changes during the three months ended June 30, 2008 | are presented below:

Weighted Average Fair Value at

Shares Cirant Date
Outstanding at March 31, 2018 TIEID 5 65.74
Ciranted during the period - —
Wested during the period (2.712) 4314
Forfedted during the period o —
Ouestanding at June 30, 2018 TL09E S5 .60
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Total share-based compensation included as a component of net income during the three -month periods ended June 30, 2018 and 2007 was as follows:

Three monihs ended June 30,

2018 2017
Share-based compensation related o equity classified awards:
Share-based compensation related to stock options b 524,227 § 549511
Share-based compensation related to restricted stock, net of adjustments and exclusive of cancellations 950,790 SR2.To6
Total share-based compensation related to equity classified awards 5 LATS 01T 5 1,132,077
MOTE 8 — ACQUISITIONS
The Company evaluates each set of assels and activities it acquires o determine if the set meets the delinition of a business according 1o FASE ASC Topic 805-10-

35, Acguisitions meeting the definition of a business are accounted for as a business combination while all other acquisitions are accounted for as asset purchases.

The Company completed no acquisitions during the three months ended Tune 30, 2008 | The following table sets forth the acquisibon activity of the Company [or
the three months ended June 30, 2007 .

Three months ended Tune

30,
017
Acquisitions:
Mumber of branches acquired through business combinations 2
Mumber of loan portfolios acquired through asset purchases
Total acquisitions 4
Purchase price 5 2830586
Tangible assets:
Loans receivable, net 2309245
Property and equipment —
Total tangible assets 2309245
Excess of purchase prices over carrying value of net tangible assets 5 521,341
Customer lists 471.341
Mon-compele agresments 50,000
Cioodwill —
Total intangible assets 5 521,341

Acquisitions that are accounted [or as business combinations typically result in one or more new branches. In such cases, the Company typically retains the existing
employees and the branch location from the acquisition.  The purchase price is allocated to the tangible assets and intangible assets acquired based upon their
estimated fair market values at the acquisition date. The remainder 15 allocated o goodwill. During the three months ended June 30, 2008 the Company acquired
no branches through business combinations.
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Acquisitions that are accounted for as asset purchases are typically limited 10 acquisitions of loan portfolios. The purchase price 15 allocated w the tangible assets
and intangible assets acquired based upon their estimated fair market values at the acquisition date. In an asset purchase, no goodwill i recorded. During the three
months ended June 30, 20018 | the Company acquired no loan portfolios.

The Company’s acquisitions imclude tangible assets (generally loans and fumiture and equipment) and intangible assets (generally non-compete agreements,
customer lists, and goodwill), both of which are recorded at their fair values, which are estimated pursuant to the processes described below.

Acquired loans are valued atl the net loan balance. Given the shori-term nature of these loans, generally eight months | and that these loans are priced at current
rates, management believes the net loan balances approximate their fair value.

Furmiture and equipment are valued at the specific purchase price as agreed 1o by both parties at the time of acquisition, which management believes approximates
their fair values.

Mon-compete agreements are valued at the stated amount paid o the other party for these agreements, which the Company believes approximates the fair value.

Customer lists are valued with a valuation model that wtilizes the Company’s historical data to estimate the value of any acquired customer lists. Customer lists are
allocated at a branch level and are evaluated for impairment at a branch level when a triggenng event oceurs in accordance with FASDE ASC Topic 360-10-05. ITa
rggenng evenl occurs, the impairment loss o the customer it is generally the remaining unamortized customer list balance. In most acquisitions, the original Gair
value of the customer list allocated to an office 15 less than 51000000, and management believes that in the event a riggering event were o ccour, the impairment
loss w an wnamortized customer list would be immaterial.

In a business combination, the remaining excess of the purchase price over the [ir value of the tangible assets, customer lists, and non-compete agresments s
allocated w goodwill.

The resulis of all acquisitions have been included in the Company’s Consolidated Financial Statements since the respective acquisition date. The pro forma impact
of these branches as though they had been acquired at the beginning of the periods presented would not have a material effect on the results of operations as
reported,

EFTA00791843



Tahble of Conlenls
MNOTE 9 — DEBT

Al June 30, 2018 the Company's notes payable consisted of a 348000 million senior revolving credit Tacility with bomowings of $239.8 million outstanding and

S300.0 thousand outstanding in standby letters of credit related to workers compensation. To the extent that the letters of credit are drawn upon, the disbursement
will be funded by the credit facility. There are no amounts doe related 1o the letters of credit as of June 30, 2008 | and they expire on December 31, 2018, The
letters of credit are automatically extended for one year on the expiration date. Subject 1 a borrowing base formuola, the Company may borrow at the rate of
LIBOR plus 4.0% with a minimum rate of 5.0% . For the three months ended June 30, 2018 and fscal year ended March 31, 2008 | the Company’s efTective

interest rate, including the commitment fee and amortization of debt issuance costs, was 6.8% and 6.0% | respectively, and the unused amount available under the
revolver at June 30, 2008 was $239.9 million . The revolving credit facility has a commitment fee of 0.50% per annum on the unused portion of the

commitment. Bomowings under the revolving credit facility mature on June 15, 2020

Substantially all of the Company™s assets, excluding the assets of the Company's Mexican subsidiaries, are pledged as collateral for borrowings under the revolving
credit agreement.

The revolving credit agreement containg events of defanlt including, without limitation, nonpayment of principal, interest or other obligations, violation of
covenants, misrepresentation, cross-default o other debt, bankruptey and other insolvency events, judgments, certain ERISA events, actual or asserted invalidity of
loan documentation, invalidity of subordination provisions of subordinated debt, certain changes of control of the Company, and the occurrence of certain
regulatory events (including the entry of any stay, order, judgment, ruling or similar event related o the Company™s or any of its subsidiaries” ongimating, holding,
pledging, collecting or enforcing is eligible finance receivables that is material o the Company or any subsidiary) which remains unvacated, undischarped,
unbonded or unstayed by appeal or otherwise for a period of 60 days from the date of its entry and is reasonably likely o cause a material adverse change. I it is
determined that a violation of the FCPA or other laws has ocourred, as described in Note 11, such violation mayv give rise (o an event of default under the revolving
credit agreement iF such violation were to have a matenial adverse effect on the Company’s business, operations, properties, assets, or condition (fnancial or
otherwise) or il the amount of any settlement resulted in the Company failing to satisfy any lnancial covenants.

NOTE 10 — INCOME TAXES

On December 22, 2017, the ULS. government enacted comprehensive tax legislation commonly referred 1o as the Tax Cuts and Jobs Act (the “Tax Act™). The Tax
Act included significant changes o existing tax law, including a permanent reduction to the U5, federal corporate income tax rate from 35% w0 21%, a one-time
repatriation tax on deferred foreign income (“Transition Tax™), and changes in deductions, credits and business-related exclusions.

The permanent reduction to the US. federal corporate income tax rate from 35% to 21% was effective January 1, 2018, When a federal tax rate change occurs
during a fiscal year, the Internal Revenue Code requires laxpayers to compute a weighted daily average rate for the fiscal vear of enactment. As a result, the
Company calculated a US, federal statutory corporate income tax mte of 31.55% for the fGscal year ending March 31, 2018, The U.5. corporate federal statutory
rale of 31.55% 15 the weighted daly average rate between the pre-enactment lederal statutory rate of 35% and post-enactment lederal statutory rate of 21%.

The impact of changes in lederal tax rates on defered tax amounts and the effect of the Transition Tax are significant unusual or infrequent items which are
recognized as discrete items in the Company’s income lax expense n the interim period in which the event occurs. The Company recorded a $10.5 million net
impact of revaluing the LS. deferred tax assets and liabilities in the third gquaner of fiscal 2008, The Company also recorded additional tax expense of $4.9 million
related to the foreign "Transition Tax" during the fourth quarter of fGscal 2018,

During the first guarter of fiscal 2019, the Mexican subsidiaries paid the U5, Company a dividend of $17.1 million . The Company will no longer claim permanent
reinvestment in the respective foreign jurisdiction. Because of the Transition Tax, the Company’s tax basis is preater than its book basis. This difference was
recognized during the first quarter when the foreign subsidiaries were marked as held for sale. The recognition of the basis difference created a capital loss that the
Company does not believe will be recognized in the carryforward period, therefore a full tax valuation allowance was recorded against the recopnized loss.

Az of June 30, 20018 and March 31, 2018 | the Company had 595 million and 388 million | respectively, of total gross unrecognized tax benefits including

interest.  Approximately 57.6 million and 6.9 million | respectively, represent the amount of net unrecognized tax benefits that are permanent in nature and, if
recognized, would affect the annual effective tax rate. At June 30, 2008 | approximately $4.2 million of gross unrecognized tax benefits are expected o be resolved
during the next twelve months through the expiration of the statute of limitations and setlement with axing authorities. The Company's continuing practice 15 o
recognize interest and penalties related to income tax matters in mcome ax expense. As of June 30, 2008 | the Company had approximately
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52.6 million accrued for gross interest, of which 5008 million was a current period-end expense for the three months ended June 30, 2008 |

The Company 15 subject 1o ULS. and Mexican income taxes, as well as various other state and local jurisdictions. With the exception of a few states, the Company
15 no longer subject to ULS. federal. state and local, or non-1U.5. income tax examinations by tax authorities for years before 2004, although carry forward attributes
that were generated prior to 2014 may still be adjusted upon examination by the taxing authorties if they either have been or will be used in a future penod.

The Company's elfective income tax rate for continuing operations decreased o 22.6% for the guarter ended June 30, 2018 compared o 39.3% for the prior yvear
quarter. The decrease is related to the reduction in the federal siatutory tax rate that was fully integrated during the fiest quarter of Gscal 2009, The effective income
tax rate for discontinued operations decreased to (1.3)% for the guarter ended June 30, 2018 compared 10 23.5% for the prior year quarter. The decrease s related
tor the impairment recorded during Grst guarter of fiscal 2009 that resulted in a permanent difference for tax purposes.

MOTE 11 — COMMITMENTS AND CONTINGENCIES

Mexice fnvestigation

As previously disclosed, the Company has retained outside legal counsel and forensic accountants o conduct an investigation of its operations in Mexico, focusing
on the legality under the U.S. Foreign Corrupt Practices Act of 1977, as amended (“FCPA™), and certain local laws of certain payments related to loans, the
maintenance of the Company s books and records associated with such payvments, and the treatment of compensation matters for certain employees.

The investigation continues (0 address whether and to what extent improper payments, which may violate the FOPA and other local laws, were made
approximately between 2000 and 2017 by or on behall of WAC de México, S.A de OV, SOFOM, EN.E_, a subsidiary of the Company ("WAC de Mexica"), 1o
government officials in Mexico relating to loans made o unionized employees. The Company has voluntarily contacted the SEC and the U5, Department of
Justice (*D0OJ7) w0 advise both agencies that an internal investigation is underway and that the Company intends to cooperate with both agencies. The SEC has
issued a formal order of mvestigation. A conclusion cannol be drawn at this tme as to what potential remedies these agencies may seek. The Company cannot
determine at this time the ultimate effect that the investigation or any remedial measures will have on its financial condition or results of operations.

If violations of the FCPA or other local laws occurred, the Company could be subject to fines, civil and criminal penalties, equitable remedies, including profit
disporgement and related interest, and injunctive relief. In addition, any disposition of these matters could result in modifications o our business practices and
compliance programs. Any disposition could also potentially reguire that 2 monitor be appointed to review future business practices with the goal of ensuring
compliance with the FCPA and other applicable laws, The Company could also face fines, sanctions, and other penalties from authorities in Mexico, as well as
third-party claims by sharcholders and/or other stakeholders of the Company. In addition, disclosure of the investigation or it ultimate disposition could adversely
affect the Company’s reputation and its ability 1o obtain new business or retain existing business from its current customers and potential customers, to attract and
retain emplovees, and 1o access the capital markets. 15 it is determined that a violation of the FCPA has occurred, such violation may give rise to an event of default
under the Company’s credit agreement if such violation were o have a material adverse effect on the Company’s business, operalions, properlies, assels, or
condition ( financial or otherwise) or i the amount of any settlement, penalties, fnes or other payments resulted in the Company filing to satisfy any fnancial
covenants, Additional potential FCPA violations or violations of other laws or regulations may be uncovered through the investigation.

In addition to the ultimate liability for disporgement and related interest, the Company believes that it could be further liable for fines and penalties. The Company
15 continuing its discussions with the DOJ and SEC regarding the matters under investigation, but the Company cannot reasonably estimate the amount of any fine
or penalty that it may have 1o pay as a part of any possible settlement or assess the potential lability that ought be incurred if a setilement 15 not reached and the
gpovernment were (o litigate the matter. As such, based on the information available at this time, any additional lability related to this matter is not reasonably
estimable. The Company will continue to evaluate the amount of its hability pending final resolution of the investigation and any related discussions with the
governmenl.

Further, under the terms of the stock purchase agreement, we are obligated o indemnily the purchasers for claims and liabilities relating to certain investigations of
our Mexico operating segment, the Company, and its affiliates by the DOJT or the SEC that commenced prior to July 1, 20018, Any such indemmlcation claims
could have a material adverse effect on our fnancial condition, including liguidity, and resulis of operations. Refer o0 Note 12 — Sobseguent Events in this
Quarterly Report on Form 10-0) Tor more information surrounding the sale of the Company's Mexico operating segment.
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General

In addition, from time to tme the Company 15 involved in routine litigation matiers relating 1o claims arising out of its operations in the normal course of business,
including matters in which damages in various amounts are claimed.

Estimating an amount or range of possible losses resulting from litigation, govermment actions and other legal proceedings is inherently difficult and requires an
extensive degree of judpment, particularly where the matters involve indeterminate claims for monetary damages, may involve [nes, penalties or damages that are
discretionary in amount, involve a large number of claimants or significant discretion by regulatory authorities, represent a change in regulatory policy or
interpretation, present novel legal theories, are in the early stages of the proceedings, are subject o appeal or could result in a change in business practices. In
addition, because most legal proceedings are resolved over extended periods of tme, potential losses are subject o change due to, among other things, new
developments, changes in legal strategy, the outcome of intermediate procedural and substantive rulings and other parties” settlement posture and their evaluation
of the strength or weakness of their case against us. For these reasons, we are currently unable o predict the ultimate tming or outeome of, or reasonably estimate
the possible losses or a range of possible losses resulting from, the matters described above. Based on information curcently available, the Company does not
believe that any reasonably possible losses arising from currently pending legal matters will be material to the Company’s results of operations or financial
condition. However, in light of the inherent uncertainties involved in such matters, an adverse outcome in one or more of these matters could materially and
adversely alfect the Company's Onancial condition, results of operations or cash fows in any particular reporting period.

MOTE 12 — SUBSEQUENT EVENTS

On July 13, 2018, the Company and its affiliates, WFC Services Inc. and WAC Mexico Holdings LLC (jointly with the Company, the “Sellers”), approved the sale
of all of the issued and cutstanding capital stock and equity interest of WAC de México, 5 AL de CV., SOFOM, ENE. ("WAC de Mexico™) and Servicios World
Acceptance Corporation de México, 5. de R.L. de CV_("SWAC™) (logether, the “Subsidianies™) o Astro Wealth 5 AL de CV_ "Purchaser 1™) and Asiro Assels
S de CV. ("Purchaser 27, jointly with Purchaser 1. the “Purchasers™). The Sellers and Purchasers executed a Stock Purchase Agreement (the “Stock Purchase
Agreement™) on July 13, 2008 but held the executed signature pages and the Sellers” share certificates, equity interest and applicable corporate books, records and
documents in escrow until August 3, 2008,

Pursuant 1o the Stock Purchase Agreement, the Sellers sold all of the issued and outstanding capital stock and equity interest of the Subsidianes o the Purchasers
for a purchase price of MXN3826,795050.00 (the “Purchase Price™), which was paid in full 1o the Sellers in Mexican pesos and subsequently convented by the
Company to approximately USDS44 36 million using applicable exchange rates. The effective date of the sale s July 1, 2018,
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Item 2. Management's Discussion and Analysis of Financial Condition and Results of Operations

Cuntionary Note Regarding Forward-Looking Information

This report on Form 10-0), including “Management™s Discussion and Analysis of Financial Condition and Results of Operations,” confains various “forward-
looking statements,” within the meaning of The Private Securities Litigation Reform Act of 1995, that are based on management’s beliel and assumptions, as well
s information currently available to management.  Statements other than those of historical fact, as well s those dentified by the words “anticipate,” “estimate,”
“imtend,” “plan,” “expect,” “helieve.” “may.” “will,” “should,” "would,” "could," and any variation of the foregoing and similar expressions are forward-looking
statermnents.  Although the Company believes that the expectations reflected in any such forward-looking statements are reasonable, it can give no assurance that
such expectations will prove to be correct. Any such statements are subject to certain risks, uncerlainties and assumptions. Should one or more of these nsks or
uncerainties materialize, or should underlying assumptions prove incorrect, the Company's actual financial results, performance or financial condition may vary
materially from those anticipated, estimated or expected.

Among the key factors that could cause our actual financial results, performance or condition to differ from the expectations expressed or implied in such forward-
looking statements are the following: recently enacted, proposed or future legislation and the manner in which it is implemented, including the efTect of changes in
tax law, such as the effect of the TCIA that was enacted on December 22, 2007 the nature and scope of regulatory authority, particularly discretionary authority,
that may be exercised by regulators, including, but not limited to, the U5, Securities and Exchange Commission (“SEC™), ULS, Department of Justice (“DOI™),
L5, Consumer Financial Protection Burean (“CFPB"), and individual state regulators having jurisdiction over the Company; the unpredictable nature of regulatory
proceedings and litigation; developments in, and the outcome of, our ongoing investigation into cerlain ransactions and payvments in Mexico, including any legal
procecdings or government enforcement actions which could arise out of the matters under review, and any remedial actions we may take in connection therewith;
any determinations, Dindings, claims or actions made or taken by regulators or other third parties in connection with or resulting from our ongoing investigalion or
the SEC's formal order of investigation; the recent sale of our Mexico subsidiaries, including claims or litigation resulting therefrom; uncertainties associated with
management umover and the effective seccession of senior management; the impact of changes in accounting rules and regulations, or their interpretation or
application, which could matenally and adversely affect the Company s reported consolidated Ninancial statements or necessitate material delayvs or changes in the
issuance of the Company’s audited consolidated financial statements; the Company's assessment of its internal control over lnancial reporting: changes in interest
rates; rsks relating to expansion; risks inherent in making loans, including repayment risks and value of collateral; our dependence on debt and the potential impact
of limitations in the Company’s amended revolving credin facility; the tming and amount of revenues that may be recognized by the Company: changes in current
revenue and expense trends (incleding trends alTecting delinguency and charge-offs); changes in the Company’s markets and peneral changes in the economy
(particularly in the markets served by the Company ). These and other risks are discussed in more detail in Part 1L Itlem 1A "Risk Factors” in this Quarterly Report
on Form 10-Q and in Part [, Trem LA “Risk Factors™ in the Company's most recent repoct on Form [0-K for the fiscal year ended March 31, 2008 filed with the
SEC, and in the Company’s other reports fled with, or furmshed to, the SEC from time to time. The Company does nol undertake any obligation 1o update any
forward-looking statements it may make.

Mexico Exit

On July 13, 201&, the Company and its affiliates, WFC Services Inc. and WAC Mexico Holdings LLC (jointly with the Company, the “Sellers”), approved the sale
of all of the issued and outstanding capital stock and equity interest of WAC de México, 5 A de CV, SOFOM, EM.E. ("WAC de Mexico™) and Servicios World
Acceptance Corporation de México, 5. de R.L. de CV. ("SWAC”) (together, the “Subsidiaries™) o Astro Wealth S A, de CV_ (“Purchaser 17) and Astro Assets
5.4 de V. ("Purchaser 27, jointly with Purchaser 1, the “Purchasers™). The Sellers and Purchasers executed a Stock Purchase Agreement (the “Stock Purchase
Agreement™ on July 13, 2008 but held the execuied signature pages and the Sellers’” share certificates, equily interest and applicable corporate books, records and
documents in escrow until August 3, 20018,

Pursuant 1o the Stock Purchase Agreement, the Sellers sold all of the issued and outstanding capiial stock and equity interest of the Subsidianes (o the Purchasers
for a purchase price of MXNE826,795,050.00 (the “Purchase Price™), which was paid in full o the Sellers in Mexican pesos and subsequently converted by the
Company o approximately USDE44.36 million using applicable exchange rates. The effective date of the sale s July 1, 2018,

Results of Operations

The following table sets forth certain information derived from the Company’s consolidated statements of operations and balance sheets, as well as operating data
and ratios, for the periods mdicated (unaodited). As a result of the sale of our Mexico subsidiaries, the below statistics describe our ULS. operating segment only:
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Three months ended June 30,

2018 2017
(Dollars in thousands)

Ciross loans receivable b 1062673 5 981824
Average gross loans receivable ! 1028071 956,287
Met loans receivable 781,786 T24 268
Average net loans receivable : 760,176 T 465
Expenses as a percentage ol tolal revenue:

Provision for loan losses 24.9% 23 8%

Ceneral and administrative 55.2% 56.8%

Interest expense 4% 16%
Operating income as a % ol otal revenoe 3 19.9% 19.5%
Loan volume 672,242 619927
Met charge-offs as percent of average net loans receivable 15.1% 14.1%
Return on average assets (irmling 12 months) 6.8% 83%
Return on average equity (tratling [2 months) 11.1% 15.3%
Branches opened or acquired (merged or closed), net 4 —
Branches open (at period end) 1,181 I, 169

I Awerage pross loans receivable have been determined by averaging month-eid gross loans receivable over the indicated period.
E o Average net loans receivable lave been determined by averaging month-end gross loams receivable less uneamed interest and deferred fes over the indicated period.
e Operating income is computed as total revemses less provision for loan losses and general and adminisirative expenses.

Comparison of three months ended June 30, 2008 versus three monthy ended June 30, 2007

Giross loans owtstanding in the US increased o § 106 billion as of Tune 30, 2018, an 8.2% increase from the 398 18 million of gross loans outstanding as of June 30,
2007, Our umgue borrowers in the US increased by 200805 or 2.7% during the first quarter of fscal 2009 This 15 compared o an inecrease of 15,616 or 2.1% dunng
the first quarter of fiscal 2008,

A a resull of our decision o sell our Mexico operations, we have classified the Mexico business segment as held for sale on the balance sheet as of June 30, 2018
and March 31, 2018 and reported the resulis as discontinued operations on the statement of operations for the guarters ended June 30, 2018 and June 30, 2017, Net
income [rom continuing operations for the first guarter increased o 515.6 million , a 39.5% increase from the 311.2 million reported for the same gquarter of the
prior vear. Operating income (revenue less provision for loan losses and general and administrative expenses) from continuing operations mcreased by 1.7 mallion
Lo 5% . We recognized a 3390 million impaimment loss on our investment in our Mexico operations in the frst quarter of fiscal 2019, In accordance with
GAAP, pur testing for, and subseguent recognition of, the impairment was triggered by the change in classification of our Mexice operations rom continuing
operations o held for sale. OF the total impaiment loss, 5313 million 15 directly atiributable 1o the cumulative translation loss on the invesiment stemming [rom
the devaluation of the Mexican Peso relative 1o the U5, Dollar since the date of our investment. In terms of our impairment analysis, the cuomuolative translation
loss effectively increased our investment in our Mexico operations from 551.6 million to 5829 million, which ultimately resulted in a total impairment of $39.0
million o reflect an estimated fair value of 5439 million. Due to the impainment, net income for the Arst quanter of fiscal 20019 decreased 334.6 million o a 5215
million loss compared to the 5131 million of net income reported [or the corresponding guarter of the previous vear.
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Revenues [rom continuing operations increased by 36.2 million | or 5.3% , (0 51228 million during the quarter ended June 30, 2018 from 51 16.6 million for the
corresponding guarter of the previows vear. The increase was primarily due 10 an increase in average nel loans outstanding. Revenues from the 1147 offices open
throughout both quarterly periods increased by 5.7%.

Interest and fee income from continuing operations for the quarter ended June 30, 2008 increased by 35,1 million | or 9% | from the corresponding quarter of the
previous vear. The increase was primarily due (o a comesponding increase in average net loans outstanding. Net loans outstanding at the end of the quarter ended
June 30, 2008 increased 8.0% over the balance at the end of the prior year quarter. Average net loans outstanding increased 7. 1% for the guarter ended June 30,
2008 compared to the quarter ended June 30, 2007 © We have seen a slight reduction in the overall vield on our porifolio. This 15 largely due to moving our
performing customers into larger balance loans with lower rates. We have also reduced our interest rates in certain markets due (0 competitive pressures.

Insurance commissions and other income from continuing operations for the quarter ended Tune 30, 2008 increased by 511 million | or 8.1% | from the
corresponding quarter of the previous year. Insurance commissions increased by approximately $006 million | or 3.7% |, during the three months ended June 30,
2018 when compared to the three months ended June 30, 2007 . Other income increased 5330,000 due o the preparation of ax retums and 5290,000 due o the
Company's motor club product.

Accounts from continuing operations that were 61 days or more past doe on a recency basis increased to 5.0% at June 30, 2018, compared to 4.9% at June 30,
2007, Accounts from continuing operations that were 61 days or more past due on a contractual basis were 6.6% al June 30, 2018 and 2017, The Company’s
allowance for loan losses from continning operations as a percentage of net loans from continuing operations was 8.7% at June 30, 20018 and 2017.

The provision for loan losses for continuing operations for the quarter ended June 30, 2018 increased by 52.9 million , or 100.4% , [rom the corresponding quarter of
the previous yvear. The increase is primarily due to an increase in net charge-offs from continuing operations of 33.6 million. Net charge-offs from continuing
operations as a percentage of average net loans on an annualized basis increased from [4.1% in the quarter ended June 30, 2007 w 15.1% in the guarter ended
June 30, 2018 | The portion of the provision driven by total loans outstanding at June 30, 2008 increased by 5855,000 over the balance at June 30, 2007 due o
faster growth in outstanding loans from continuing operations during the Grst guarter of fiscal 2009, The provision also decreased 316 million when compared
with the balance at June 30, 2017 | which is the net result of a decrease in accounts that were 91 davs or more past due of 500,000 over the three months ended
June 30, 2018 and an increase in accounts that were 91 days or more past due of 31,1 million over the three months ended June 30, 2017 .

Cieneral and administrative ("G&A™) expenses from continuing operations for the quarter ended June 30, 2018 increased by 31.6 million | or 2.4% | from the
corresponding quarter of the previous vear. As a percentage of revenues, G&A expenses decreased from 36.8% during the frst guarter of fiscal 2018 1w 55.2%
during the first quarter of Ascal 2019 G&A expenses per average open office increased by 1.6 % when comparing the two fiscal quarters. The change in G&A
expense is explained in greater detail below,

Personnel expense wotaled 3416 million for the quarter ended June 30, 2008, a 0.5 million , or 1.3% , increase over the quarter ended June 30, 2007 .
The increase was primanly driven by increased incentive pavments of 51.3 million doe o improved performance, partially ofTset by decreased employvee
benelit expense of 504 million and lower salary expense of 30,5 million.

Qoecupancy and equipment expense wlaled 31001 million for the guarter ended June 30, 2008 | a $0.5 million , or 5.5% , increase over the guarter ended
June 30, 2007 | Oceupancy and equipment expense 15 penerally a function of the number of branches the Company has open throughout the period. For
the gquarter ended June 30, 2018 | the average expense per branch increased slightly to 385 thousand, up from 58.1 thousand for the guarter ended
June 30, 2007 .

Advertising expense wialed 549 million for the quarter ended Tune 30, 2018 | a 80.2 million | or 4.6% | increase over the quarter ended June 30, 2017
Amortization of intangible aysets wialed 503 million for the quarter ended June 30, 2008 | a 301 million | or 41.8% |, increase over the guarter ended
June 30, 2007 | which primarily relates 1o a corresponding increase in total intangible assets during the comparative pericds due to acquisitions over the
lasi twelve monihs.

ther expense twlaled 51 1.0 million for the quarter ended June 30, 2018 | a 302 million | or 2.1% | increase over the guarter ended June 30, 2017 . Legal
eapense decreased $1.5 million for the quarter, largely due to lower expense related to the Mexico investigation. Professional expense increased 51.0
million, largely due to costs associated with implementing new svsiems. Our ongoing information technology spend also increased 3004 million Tor the
guarter.

Interest expense for the guarter ended Tune 30, 2008 decreased by 321,701, or 0.5% | from the corresponding guarter of the previous year. The decrease in interest
expense was due to a 17.6% decrease in the average debt outstanding, from 52920 million to $240.7 million . The Company disbursed 17,1 nallion in cash from

its discontinued operations o ils continuing operations al the end of
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the guarter and used this cash o pay down outstanding debt. The Company”™s debt o equity ratio decreased from 006:1 at June 30, 2007 to 0.5:1 at June 30, 201 &,

Other key return ratios for the first quarter of fiscal 2019 included a 6.8% retum on average assets and a return on average equity of 1.1% (both on a trailing 13-
month basis).

The Company's elfective income tax rate for continuing operations decreased o 22.6% for the guarter ended June 30, 2018 compared o 39.3% for the prior yvear
guarter. The decrease is related to the reduction in the federal statutory tax rate that was fully integrated during the Grst guarter of Gscal 2019 . The effective
mcome tax rate for discontinned operations decreased o (1.3%) for the quarter ended June 30, 2008 compared (0 23 5% for the prior vear quarter. The decrease is
related to the impairment recorded during the Grst guarter of fiscal 2009 that resulted in a permanent difference for lax purposes.

Regulatory Matters

Mexico fnvestigation

As previously disclosed, the Company has retaimed outside legal counsel and forensic accountants (o conduct an investigation of ils operations in Mexico, focusing
on the legality under the U.S. Foreign Corrupt Practices Act of 1977, as amended (“FCPA™), and certain local laws of certain payments related to loans, the
maintenance of the Company s books and records associated with such payments, and the treatment of compensation matters for certain employees.

The investigation continues (o address whether and to what extent improper payments, which may violate the FOPA and other local laws, were made
approximately between 20010 and 2017 by or on behalf of WAC de Mexico, o government officials in Mexico relating to loans made o unionized employees. The
Company has voluntarily contacted the SEC and the DT o advise both agencies that an investigation is underway and that the Company intends 1o cooperale with
both agencies. The SEC has issued a formal order of investigation. A conclusion cannot be drawn at this time as o what potential remedies these agencies may
seek. The Company cannot determing at this time the ultimate effect that the investigation or any remedial measures will have on its financial condition or results
of operations.

If viclations of the FCPA or other local laws occurred, the Company could be subject to fines, civil and criminal penalties, eguitable remedies, including profit
disporgement and related interest, and injunctive relief. In additon, any disposition of these matters could result in modifications o our business practices and
compliance programs. Any disposition could also potentially require that 2 monitor be appointed to review future business practices with the goal of ensuring
compliance with the FCPA and other applicable laws. The Company could also face fines, sanctions, and other penalties rom authorities in Mexico, as well as
third-party claims by sharcholders andor other stakeholders of the Company. In addition, disclosure of the investigation could adversely affect the Company's
reputation and its ability o oblain new business or retain existing busingss from ils current customers and potential customers, 0o altract and retain emplovees, and
to access the capital markets. IF it 15 determined that a violation of the FCPA has occurred, such violation may give rise to an event of default under the Company’s
credit agreement if such violation were to have a matenal adverse effect on the Company’s business, operations, properties, assets, or condition (lnancial or
otherwise] or if the amount of any settlement, penalties, fnes or other pavments resulted in the Company failing o satisfy any lnancial covenants, Additional
potential FCPA violations or violations of other laws or regulations may be uncovered through the investigation. Further, under the terms of the Stock Purchase
Agreement, we are obligated 1o indemnily the Purchasers for claims and labilities relating to certain investigations of our Mexico operating segment, the
Company, and its affiliates by the DOJ or the SEC that commenced prior to July [ 2008, Any such indemnification claims could have a material adverse effect on
our financial condition, including liguidity, and results of operations. Refer to Note 12 — Subsequent Events 1o the unaudited consolidated financial statements in
this Quarterly Report on Form 10-0) for more information surrcunding the sale of the Company’s Mexico operating segpment. Refer to Note 11w the unaudited
consolidated Anancial statements in this Quarterly Report on Form 10-0Q) and the Risk Factors in this Quarterly Report on Form 10-0) and in our Anneal Report on
Form 10-K for the [scal vear ended March 31, 2008 and in the Company's other reports filed with, or furnished to, the SEC from time o time for additional
information.

CFPR Rulemaking Initiatives

On Ociober 5, 2007, the CFPB issued a final rule {the “Rule™) imposing himitations on (1) short-term consumer loans, (1) longer-term consumer installment loans
with balloon payvments, and (i) higher-rate consumer installment loans repayvable by a payment authorization. The Rule requires lenders originating short-term
loans and longer-term balloon payment loans o evaluate whether each consumer has the ability to repay the loan along with current obligations and expenses
(“ability 1o repay requirements™). The Rule also curtails repeated unsuccessful avtempits 1o debit consumers” accounts for short-term loans, balloon payment loans,
and mstallment loans that imvolve a payment authorization and an Annwal Percentage Rate over 36% (“payment requirements”). The Onal Rule has significant
differences from the CFPB™s proposed rules announced on June 2, 2006, relating o payday, vehicle tile,
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and similar loans. The Company does not believe that the CFPB's final rule will have a material impact on the Company's existing lending procedures, because the
Company currently does not make shori-term consumer loans or longer-term consumer installment loans with balloon payments that would subject the Company o
the Rule’s ability to repay requirements. To the extent that the Rule’s payment requirements would apply to the Company s loans, the Company does not believe
that these requirements would have a material impact on the Company s lending procedures.

The CFPBE also has stated that it expects o conduct separate rulemaking to identify larger participants in the installment lending market for purposes of s
supervision program. Though the timing of any such rulemaking 15 uncertain, the Company believes that the implementation of such rules would likely bring the
Company's business under the CFPR's supervisory authonty which, among other things, would subject the Company fo reporting obligations to, and on-sile
compliance examinations by, the CFPEB.

See Part 1, Iem |, “Buosiness - Government Regulation - Federal legislation™ and Part 1, Trem 1A, “Risk Factors” in the Company’s Form 10-K for the vear ended
March 31, 2018 for a further discussion of these matters and federal regulations o which the Company’s operations are subject.

Liguidity and Capital Resources

The Company has financed and continues o lnance its operations, acquisitions and office expansion through a combination of cash Oows from operations and
borrowings rom its institutional lenders. The Company has generally applied its cash Hows from eperations o fund its loan volume, fund acquisitions, repay long-
term indebledness, and repurchase its common stock.

The Company continues to believe repurchases of common stock are a viable component of the Company™s long-term linancial strategy and an excellent use of
excess cash when the opportunily arises. However, the Company's amended credit Gacility limits share repurchases 1o 50% of consolidated adjusted net income in
any fiscal year commencing with the fscal yvear ended March 31, 2017

Expenditures by the Company to open and furmish new offices averaged approximately 541,000 per branch during fiscal 2018 | Mew branches have also required
from 5 100,000 o 5400000 o Tund outstanding loans receivable originated during their first 12 months of operation. During the three months ended June 30, 2008
the Company opened 8 new branches and 4 branches were merged inte existing branches.

The Company acquired no branches through business combinations during the Grst three months of [scal 20019 . The Company may acquire new branches or
receivables from its competitors or acquire offices in communities not currently served by the Company if attractive opporiunities arise as conditions in local
economies and the financial circumstances of owners change.

The Company has a revolving credit facility with a syndicate of banks. The revolving credit facility provides Tor revolving borrowings of up to the lesser of (a) the
aggregate commitments under the facility and (b) a borrowing base, and incledes a 330000 thousand letter of credit sublacility. At June 30, 2018 |, the aggregate
commitments under the credit Tacility were $480.0 nullion . The borrowing base limitation s equal to the product of (a) the Company’s eligible Gnance receivables
less uneamed fnance charges, insurance premiums and insurance commissions, and (b) an advance rate percentage that ranges from 79% 1o #85% based on a
collateral performance indicator, as more completely described below, Further, the administrative agent under the revelving credit facility has the right at any time,
and from time 1o tme in i permitied discretion (but without any obligation), 1o set aside reasonable reserves against the borrowing base in such amounts as it may
deem appropriate, including, without limitation, reserves with respect o regulatory events or any increased operational, legal or regulatory risk. In June 2018, the
credit facility was amended 10, among other things: (i) extend the maturity date under the Revolving Credit Agreement from June 15, 2009 to June 15, 2020; (i)
require the use of deposii account control agreements in favor of the admimistrative agent in certain circumstances; and (i) require gquarterly reports updating the
schedule showing the Company’s deposit accounts.

Funds borrowed under the revalving credit facility bear interest at the LIBOR rate plus 4.0% per annum, with a minimum rate of 5.0% . During the three months
ended June 30, 2008 | the effective interest rate, including the commitment fee and amortization of debt issuance costs, on borrowings under the revolving eredit

facility was 6.8% . The Company pays a commitment fee egual to 0,509 per annum of the daily unused portion of the commitments. On June 30, 2018 , 52398
million was ootstanding under this facility, and there was 52399 million of unused borrowing availability under the borrowing base limitations.
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The Company’s obligations under the revolving eredit facility, wogether with treasury management and hedging obligations owing to any lender under the revolving
credit facility or any affiliate of any such lender, ane required 1o be guaranteed by each of the Company’s wholly-owned domestic subsidianes. The obligations of
the Company and the subsidiary guarantors under the revolving credit facility, together with such treasury management and hedging obligations, are secured by a
first-priority security interest in substantially all assets of the Company and the subsidiary guarantors.

The agreement governing the Company’s revoelving credit facility contains affirmative and negative covenants, including covenants that restrict the ability of the
Company and its subsidiaries to, among other things, incur or guarantes indebtedness, incur liens, pay dividends and repurchase or redeem capital stock, dispose of
assels, engage in mergers and consolidations, make acquisitions or other investments, redeem or prepay subordinated debt, amend subordinated debt documenis,
make changes in the nature of its business, and engage in transactions with affiliates. The agreement also containg Inancial covenants, including a minimum
consolidated net worth of 333000 million plus 50% of the borrowers' consolidated net income for each fiscal year beginning with 2017, a minimum fixed charge
coverage ratio of 2.5 1w L0, a maximum ratio of wial debt w consolidated adjusted net worth of 2200 w0 1.0, and a maximum ratio of subordinated debt 1o
consolidated adjusted net worth of 1.0t L0. The agreement allows the Company (o incur subordinated debt that matures after the termination date for the
revolving credit facility and that contains specified subordination terms, subject to limitations on amount imposed by the linancial covenants under the agreement.

In addition, the agreement establishes a maximum specified level for the collateral performance indicator. The collateral performance indicator is equal 1o the sum
of (ap a three-month rolling average rate of receivables at least sixty days past dee and (b) an eight-month rolling average net charge-off rate. The Company was in
compliance with these covenants at June 30, 2018 and does not believe that these covenants will materially limitits business and expansion strategy.

The agreement contains events of defaull including, without limitation, nonpayment of principal, interest or other obligations, violation of covenants,
misrepresentation, cross-default e other debt, bankruptey and other insolvency events, judgments, certain ERISA events, actual or asserted invalidity of loan
documentation, invalidity of subordination provisions of subordinated debt, certain changes of control of the Company, and the occurrence of cerain regulatory
events (including the entry of any stay, order, judgment, ruling or similar event related o the Company s or any of its subsidiaries” originating, holding, pledging,
collecting or enforcing its eligible inance receivables that 15 material to the Company or any subsidiary) which remains unvacated, undischarged, unbonded or
unstaved by appeal or otherwise for a penod of 60 days from the date of its entry and is reasonably likely to cause a matenal adverse change. 171015 deternuned that
a violation of the FCPA has occurred, as deseribed above in "—Regulatory Matters—Mexico Investigation” and in Part I, Ilem 3, “Legal Proceedings—Mexico
Investigation™ in the Company’s Annual Report on Form 10-K for the fiscal year ended March 31, 2018 | such vielation may give rise to an event of default under
our credil agreement i such violation were o have a material adverse effect on our business, operations, properties, assets, or condition (financial or otherwise) or
il the amount of any settlement, penalties, nes or other payvments resulted in the Company failing to satisfy any fnancial covenants.

The Company believes that cash Nlow from operations and bormowings under s revolving credin facility or other sources will be adequate to fund the expected cost
of opening or acquiring new branches, including lunding initial operating losses of new branches and funding loans receivable onginated by those branches and the
Company's other branches (for the next 12 months and for the foreseeable future beyond that). Except as otherwise discussed in this report and in the Company’s
Form 10-K for the vear ended March 31, 2008 | including, but not limited to, any discussions in Part I, llem 1A, "Risk Factors" (as supplemented by any
subsequent disclosures in information the Company Gles with or fumishes W the SEC from time (o time), management s nol currently aware of any trends,
demands, commitments, events or uncerlainties that it believes will or could result in, or are or could be reasonably likely to result in, any material adverse effect
on the Company s Liguidity.

The Mexico operating segment has generally been fully self-sustaining since the Company's initial investment in the business. Additional infusions of cash have
been, by and large, infrequent and immaterial to the consolidated entity's financial statements. Likewise, the Company has generally refrained from repatriating
cash from its Mexico operations to the 115, other than a one-time 317.1 million distribution to the Company during the first quarter of fiscal 2019, The Company
does not expect the sale of its Mexico operating segment to materally affect its liguidity outside of the one-time increase in cash on hand directly related o the
funds received from the sale.
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Share Repurchase Program

On March 10, 2005, the Board of Directors authorized the Company (o repurchase up to 325.0 million of the Company™s common stock. As of JTune 30, 2018 | the
Company has 51.9 million in aggregate remaining repurchase capacity under the March 10, 20135 repurchase authorization. The timing and actual number of shares
of common stock repurchased will depend on a vanety of factors, including the stock price, corporate and regolatory requirements and other market and economic
conditions. Although the repurchase authorization above has no stated expiration date, the Company s stock repurchase program may be suspended or discontinued
at any time. The Company has not repurchased any shares of its common stock since the first guarter of fiscal 2018, At the tme of this Gling, it is uncertain if or
when the Company will recommence share repurchases.

The Company continues 0 believe common steck repurchases o be a viable component of the Company™s long-term financial strategy and an excellent use of
excess cash when the opportunity arises. However, our amended credit facility limits share repurchases o 50% of consolidated adjusted net income in any fiscal
vear commencing with the fiscal year ended March 31, 2007, Our first priority s 10 ensure we have enough capital o fund loan growth. To the extent we have
excess capital, we may continue repurchasing common stoeck, 17 appropriate and as authorized by our Board of Directors. As of June 30, 2008 our debt outstanding
was 52398 million and our shareholders' equity was 55173 million |, resulting in a debt-to-equity ratio of 025 0100 We will continue to monitor our debi-to-equity

calio and are committed o mantaining a debt level that will allow us o continue 1o execute our business objectives, while not putting undue stress on our
consolidated balance sheet.

Inflation

The Company does not believe that inflation, within reasenably anticipated rates, will have a material, adverse efTect on its fGnancial condition. Although inflation
would increase the Company’s operating costs in absolute terms, the Company expects that the same decrease in the value of money would result in an increase in
the size of loans demanded by its customer base. [t s reasonable (o anticipate that such a change in customer preference would result in an increase in total loans
receivable and an increase in absolute revenue W be generated from that larger amount of leans receivable. That increase in absolute revenue should offsel any
ncrease i operating costs. In addition, because the Company’s loans have a relatively short contractual term, it 15 unlikely that loans made at any given point in
time will be repaid with significantly inflated dollars.

Cuuarterly Information and Seasonality

See Note 3 1o the unaudited Consolidated Financial Statements.

Recently Adopted Accounting Pronouncemenis

Sew Note 3 1o the unaudited Consolidated Financial Statements.

Critival Accounting Policies

The Company’s accounting and reporting policies are in accordance with US, GAAP and conform 1o general practices within the finance company
industry. Certain accounting policies involve significant judgment by the Company’s management, including the use of estimates and assumptions which affect the
reported amounts of assets, labilities, revenue, and expenses. As a result, changes in these estimates and assumptions could significantly affect the Company’s
financial position and results of operations. The Company considers its policies regarding the allowance for loan losses, share-based compensation and income

taxes o be s most critical accounting policies due to the significant degree of management judgment involved.

Allowance for Loan Losses

The Company has developed processes and procedures for assessing the adeguacy of the allowance for loan losses that take into consideration various assumptions
and estimates with respect 1o the loan portfolio. The Company’s assumptions and estimates may be affected in the fuiure by changes in economic conditions,
among other factors. Additional information concerning the allowance for loan losses is discussed under Part 11 Iem 7, “Management’s Discussion and Analysis
of Financial Condition and Results of Operations - Credit Quality™ in the Company’s Annual Report on Form 10-K Tor the fiscal year ended March 31, 2008 .

The Company measures compensation cost for share-based awards at fair value and recognizes compensation over the service period for awards expected o vest.
The fair value of restricted stock 15 based on the number of shares granted and the gquoted price of the Company s common stock at the tme of grant, and the i
value of stock options is determined wsing the Black-Scholes
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valuation model. The Black-Scholes model requires the input of highly subjective assumptions, including expected volatility, risk-free interest rate and expected
life, changes o which can materially affect the fair value estimate. Actual results and future changes in estimates may differ substantially from the Company’s
current estimates.

Income Taxes

Manapement uses certain assumptions and estimates in determining income taxes payable or refundable, deferred income tax liabilities and assets for events
recognized differently in its fnancial statements and income tax retorns, and ncome tax expense. Determining these amounts requires analysis of cerlain
transactions and interpretation of tax laws and regulations. Management exercises considerable judgment in evaluating the amount and tming of recognition of the
resulting income tax liabilities and assets. These judgments and estimates are re-evaluated on a periodic basis as regulatory and business factors change.

Mo assurance can be given that either the tax retums submitted by management or the income tax reported on the Conselidated Financial Statements will not be
adjusted by either adverse rulings, changes in the tax code, or assessments made by the Internal Revenue Service, state, or foreign taxing authorities. The Company
is subject o potential adverse adjustments, including but not limited to0: an increase in the statutory federal or swate income tax rates, the permanent non-
deductibility of amounts currently considered deductible either now or in future periods, and the dependency on the generation of future taxable income in order o
ultimately realize deferred income tax assets.

Under FASE ASC Topic 740, the Company will include the current and deferved tax impact of its tax positions in the Onancial statements when it is more likely
than not {likelihood of greater than 50%) that such positions will be sustained by taxing authorities, with full knowledge of relevant information, based on the
technical merits of the tax position. While the Company supports its tax positions by unambiguous tax law, prior experience with the taxing authority, and analysis
of what it considers to be all relevant facts, circumstances and regulations, management must stll rely on assumptions and estimates o determine the overall
likelihood of success and proper quantification of a given ax position.
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Item 3. Cuantitative and Qualitative Disclosures aboul Market Risk

Interest Rate Risk

Az af June 30, 2018 | the Company s financial instruments consisted of the following: cash and cash equivalents, loans receivable and senior notes pavable, Fair
value approximates carrving value for all of these instruments. Loans receivable are originated at prevailing market rates and have an average life of approximately
eight months . Given the short-term nature of these loans, they are continually repriced at current market rates.

The Company s cutstanding debt under its revolving credit facility was $239.8 million at June 30, 2018 | Interest on borrowing under this facility is based on the
greater of 3.0%% or one month LIBOR plus 4.0% © Based on the outstanding balance at June 30, 20018 | a change of L0% in the interest rates would cause a change
in interest expense of approximately 824 million on an annual basis.

Foreign Currency Exchange Rate Risk

Az of June 30, 2018, the Company held branches in Mexico, where its local businesses utilize the Mexican peso as their functional currency. The consalidated
financial statements of the Company are denominated in LS. dollars and are, therefore, as of June 30, 2008, subject to (octuation as the U.S. dollar and Mexican
peso foreign exchange rates change. International revenue from our non-US. operations accounted for approximately 7.3% and %.5% of consolidated revenue
during the three months ended Tune 30, 2008 and 2007 | respectively.

Our international assets exposed us w risks, including but not lmited 1o potential FCPA complianee risks, differing economic conditions, changes in political
climate, social unrest, labor union dynamics that could affect the collectability of our payroll deduct product, differing tax structures, other regulations and
restrictions, and foreign exchange rate volatility. Our exposure to foreign exchange rate Nuctuations arose in part from balances in our intercompany accounts
included on our subsidiary balance sheets. These intercompany accounts wene denominated in the functional currency of the loreign subsidiaries and are translated
o U5, dollars at each reporting period end. The effect of foreign exchange rate fluctuations on our consolidated fnancial position 15 recognized within
shareholders” equity through accumulated other comprehensive income (loss). The net ranslation adjustment for the three months ended June 30, 20018 resulted in
a loss of approximately 5 5.2 million .

As noted above in “—Mexico Exit,” the Company sold s foreign subsidiaries, effective as of July 1, 2018, Thus, the Company 15 no longer subject to foreign
currency exchange rate risk.

The Company performed a foreign exchange sensitivity analysis as of June 30, 2018 assuming a hypothetical 10% increase and decrease in the value of the TS,
dollar relative to the Mexican peso. The foreign exchange risk sensitivity of both net loans receivable and consolidated net income was assessed using hypothetical

scenarios and assumes that eamings in Mexican pesos were recognized evenly throughout a period.

The Toreign exchange risk sensitivity of net loans denominated in Mexican pesos and translated into ULS. dollars, which were approximately 352.0 million and
5733 million at June 30, 2018 and 2017, respectively, on the reported consolidated net loans receivable amount is summarized in the following table:

Foreign Exchange Sensitivity Analvsis of Loans Receivable, Net Amounts

Az of June 30, 2018
Forevign exchange spot rate, US, dollars to Mexican pesos -10%% 0% 10%%
Loans receivable, net of unearned % £19.031,256 L 833,755,790 s 839,530,239
%o change from base amount (05T —%% 0.69%,
§ change from base amount ] (4,724,534} 5 — 5 5,774,449

As ol June 30, 2007

Foreign exchange spot rate, ULS. dollars to Mexican pesos -10% Yo 0%
Loans receivable, net of unearned b T 921,096 5 797586473 8 BO5. 733,046
Yo change from base amount (0.841% —% 1.02%
5 change from base amount b (6,665,377 5 - 5 £.146,573
M
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The following table summarizes the results of the foreign exchange risk sensitivity analysis on reported consolidated net income as of the dates indicated below:
Forecign Exchange Sensitivity Analysis of Net Income
For the three months ended June 30, 2008

Forecign exchange spot rate, US, dollars to Mexican pesos -10%% 0% 10%%
Net Income b (18,126,764) 5 (21,503,294) S (25,629.949)
%o change from base amount (15.70)% —% 19.19%
§ change from base amount b 3,376,530 5 — 5 (4,126.655)

For the three months ended June 30, 2007

Foreign exchange spot rate, ULS. dollars 1o Mexican pesos -10% e 0%
MNet Income 4 12 898 661 b 13.067.686 8 13,274 261
¥ change from base amount (1.297%, —%% 1.58%
5 change from base amount b {169.025) 5 - 5 206,575

ltem 4. Conirols and Procedures

Changes in Internal Controf over Financial Reporting

There wene no changes o our internal control over lnancial reporting (as defined in Rules 13a-15(0) and 15d-15(0) under the Securities Exchange Act of 1934, as
amended (the "Exchange Act™)) that occurred during the period covered by this report that have materially affected, or are reasonably likely to matenally affect,
our internal control over financial reporting,

Evalwation of Disclosure Controls and Procedures

Based on management’s evaluation, with the participation of our Chiel’ Execotive Officer (“CEO™) and Chiel Financial Officer (“CFO™), as of the end of the period
covered by this report, our CEQ and CFO have concluded that our disclosure controls and procedures, as defined in Rules 13a-15(e) and [5d-15(e) under the
Exchange Act, are effective to provide reasonable assurance that information required o be disclosed by us in reports that we file or submit under the Exchange

Act s recorded, processed, summarized, and reported within the time periods specified in SEC rules and forms, and s accumulated and communicated 1o
management, including our principal executive officer amd principal financial officer, as appropriate, tw allow dmely decisions regarding required disclosure.

35

EFTA00791856



Table of Contents
FPART II. OTHER INFORMATION
Item 1. Legal Proceedings
See Note 1] 1o the unaudited Consolidated Financial Statements for information regarding legal proceedings.
Item LA Risk Factors

Other than as set forth below, there have been no material changes to the risk factors disclosed in Part L Dem 1A of the Company’s Annual Report on Form 10-K
for the fiscal year ended March 31, 2018 .

We may suffer significant Gability in connection with indemnification provisions of the Stock Purchase Agreement pursuant to which we seld our Mexico
subsidiaries.

In the second quarter of fiscal vear 2019, we completed the sale of our two Mexico subsidiaries, WAC de Mexico and SWAC, 1o the Purchasers. Under the terms
of the Stock Purchase Apreement, we are obligated to indemnify the Purchasers for claims and labilities relating to certain investigations of the Subsidiaries or the
Sellers by the DO or the SEC that commenced prior to July 1, 2008 Any such indemnification claims could have a material adverse effect on our financial
condition, including liquidity, and results of operations.

Item 2. Unregistered Sales of Equity Securities and Use of Proceeds

The Company's credit agreements contain certain restrictions on the pavment of cash dividends on its capital stock. See “Management’s Discussion and Analysis
of Financial Condition and Besults of Operations — Liguidity and Capital Resources.”

Since 1996, the Company has repurchased approximately [8.2 million shares for an agprepate purchase price of approximately 32588 million . On March 10,
2015, the Board of Directors authorized the Company to repurchase up to 3250 million of the Company’s common stock. As of June 30, 2018 | the Company has
S1.9 million in repurchase capacity remaining under this authorzation. Although the repurchase authorization above has no stated expiration date, the Company's
stock repurchase program may be suspended or discontinued at any time. The following table details purchases of the Company's commaon stock, if any, made by
the Company during the three months ended June 30, 2018 -

()
Total number of shares {d)
purchased Approximate dollar value of
{a) (bl as part of publicly shares
Total number of Average price paid announced that may vet be purchased
shares purchased per share plans or programs under the plans or programs
April | through April 30, 2018 — 5 = — i 1,906,179
May 1 through May 31, 2018 — - — 1,906,179
June | through June 30, 2008 — - o 1,906,179

Total for the guarter — 5 — —

Item 3. Defaulis Upon Senior Securities

Mone.

Ttem 4. Mine Safety Disclosures
Mot applicable.

ltem 5. Other Information
Mone.
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Item 6. Exhibits

The exbhibits listed in the accompanying exhibit index are Gled as part of the Quarterly Report on Form 10-0)

EXHIBIT INDEX

Incorporated by Relerence

Form or
Exhabii Filed Registration Filing
Mumber Exhibit Description Herewith Mumber Exhibit Date
Stock Purchase Agresment (o be effectve as of July 1, 2018, by and among World
201 Acceplance Corporation, WFC Services Ine., WAC Mexico Holdings LLC. Asiro Wealih B-K 21 0B-03-18
SA de C V., and Astro Assels S A de C V.
10.01 B-K 10.1 06-01-18
3101 Ruole 13a-14{ay15d-14a) Certification of Chiel Executive Olicer *
31.02  Rule 13a-14ia)15d-14a) Cerification of Chief Financial Officer -
3201 Section 1350 Certification of Chiel Executive Officer *
3202  Section 1350 Certification of Chief Financial Officer J
10101 The following materials from the Company's Quarterly Repont for the Gscal quanter ended "

June 30, 2018, formatted in XBRL:
(i) Consolidated Balance Sheeis as of June 30, 2008 and March 31, 2018;

(i) Consolidated Statements of Operations for the three months ended June 30, 2008 and
June 30, 2010°7;

(i) Consolidated Statements of Comprehensive Income for the three months ended June
30, 2018 and June 30, 2017;

(iv)  Consolidated Statements of Sharcholder's Equity for the vear ended March 31, 2018
and the three months ended June 30, 2018;

(v) Consolidated Statements of Cash Flows for the three months ended June 30, 2018 and

June 30, 20107; and
(vi)  Motes to the Consolidated Financial Statements.

* Submitted electronically herewith,

+ Management Contract or other compensatory plan required to be Gled under Item 6 of this report and lem 601 of Regulation 3-K of the Securities and
Exchange Commission.
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SIGNATURES

Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly cavsed this report o be signed on its behall by the undersigned

thereunto duly authorized.

WORLD ACCEPTANCE CORPORATION
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By: fs K. Chad Prashad

R. Chad Prashad

President and Chiel Executive Officer
Date: August %, 2018

By: s John L. Calmes, Jr.

John L. Calmes, Jr.
Semor Vice President and Chiel Financial Officer
Date: August @, 2018
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EXHIBIT 31.01
CERTIFICATION

I, B. Chad Prashad, certify that:

I, Thave reviewed this Quarterly Eeport on Form 10-0) of World Acceptance Corporation;

2. DBased on my knowledge, this report does not contain any untrue statement of a material fact or omit o state a material fact necessary o make the
statements made, in light of the circumstances under which such statements were made, not misleading with respect 1o the period covered by this report;

3. DBased on my knowledge, the Onancial statements, and other fnancial information included in this report, farly present in all material respects the
fnancial condition, results of operations and cash Oows of the registrant as of, and for, the periods presented in this report;

4. The registrant's other certifving officer and [ are responsible for establishing and maintaining disclosure controls and procedures (as defined in Exchange
Act Rules [3a-15(e) and 15d-15(e)) and internal control over Onancial reporting (a8 delined in Exchange Act Rules 132-15(0 and 15d-15(f)) for the
registrant and have:

@ Designed such disclosure controls and procedures, or caused such disclosure controls and procedures o be designed under our supervision, 1o
ensure that material information relating to the registrant, including its consolidated subsidiaries, s made known o us by others within those
entities, particularly during the period in which this report is being prepared,

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

€. Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions abowt 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. Dhsclosed in this report any change in the registrant's internal control over financial reporting that occurred during the registrant's most recent
fiscal guarter (the registrants fourth [scal guarter in the case of an annuwal report) that has materially affected, or is reasonably likely w
materially affect, the registrant’s internal control over financial reporting: and

5. The registrant's other certifving officer and [ have disclosed, based on our most recent evaluation of internal control over Oinancial reporting, o the
registrant's auditors and the audit committee of registrant's board of directors (or persons performing the equivalent functions):

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

b, Any frand, whether or not material, that involves management or other employees who have a significant role in the registrant’s internal control
aver financial reporting,

Dated:  August %, 2018 s/ R Chad Prashad
E. Chad Prashad

President and Chiel Executive OfMicer
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EXHIBIT 31.02
CERTIFICATION

I, John L. Calmes, Jr_, certify that:

I, Thave reviewed this Quarterly Eeport on Form 10-0) of World Acceptance Corporation;

2. DBased on my knowledge, this report does not contain any untrue statement of a material fact or omit o state a material fact necessary o make the
statements made, in light of the circumstances under which such statements were made, not misleading with respect 1o the period covered by this report;

3. DBased on my knowledge, the Onancial statements, and other fnancial information included in this report, farly present in all material respects the
fnancial condition, results of operations and cash Oows of the registrant as of, and for, the periods presented in this report;

4. The registrant's other certifving officer and [ are responsible for establishing and maintaining disclosure controls and procedures (as defined in Exchange
Act Rules [3a-15(e) and 15d-15(e)) and internal control over Onancial reporting (a8 delined in Exchange Act Rules 132-15(0 and 15d-15(f)) for the
registrant and have:

@ Designed such disclosure controls and procedures, or caused such disclosure controls and procedures o be designed under our supervision, 1o
ensure that material information relating to the registrant, including its consolidated subsidiaries, s made known o us by others within those
entities, particularly during the period in which this report is being prepared,

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

€. Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions abowt 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. Dhsclosed in this report any change in the registrant's internal control over financial reporting that occurred during the registrant's most recent
fiscal guarter (the registrants fourth [scal guarter in the case of an annuwal report) that has materially affected, or is reasonably likely w
materially affect, the registrant’s internal control over financial reporting: and

5. The registrant's other certifving officer and [ have disclosed, based on our most recent evaluation of internal control over Oinancial reporting, o the
registrant's auditors and the audit committee of registrant's board of directors (or persons performing the equivalent functions):

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

b, Any frand, whether or not material, that involves management or other employees who have a significant role in the registrant’s internal control
aver financial reporting,

Dated:  August %, 2018 /s Tohn L. Calmes, Ir.
John L. Calmes, Jr.

Sentor Vice President and Chiefl Financial Officer
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EXHIBIT 32.01
CERTIFICATION OF PERIODIC REPORT

L. B. Chad Prashad, President and Chief Executive Officer of World Acceptance Corporation (the *Company™), certify, pursuant to Section 906 of the Sarbanes-
Ouley Actof 2002, 18 US.C. Section 1350, that o my knowledge:

(171 the Quarterly Report on Form 10-0) of the Company [or the quarter ended June 30, 2008 | (the “Report™) fully complies with the requirements of Section
[3(a) or [5(d)y of the Securities Exchange Act of 1934; and

(27 the information contained in the Report furly presents, in all material respects, the nancial condition and results of operations of the Company.

Dated:  Aupust % 2018 s/ B Chad Prashad
R. Chad Prashad

President and Chiel Executive Officer

EFTA00791862



EXHIBIT 32.02

CERTIFICATION OF PERIODIC REPORT

L. John L. Calmes, Ir., Senior Vice President and Chief Financial Officer of World Acceptance Corporation (the “*Company ™), certify, pursuant to Section 906 of
the Sarbanes-Oxley Act of 2002, [8 U5.C. Section | 350, that 1o my knowledge:

(171 the Quarterly Report on Form 10-0) of the Company [or the quarter ended June 30, 2008 | (the “Report™) fully complies with the requirements of Section
[3(a) or [5(d)y of the Securities Exchange Act of 1934; and

(27 the information contained in the Report furly presents, in all material respects, the nancial condition and results of operations of the Company.

Dated:  Aupust % 2018 /s John L. Calmes, Ir.
John L. Calmes, Ir.

Senior Vice President and Chiel Financial Officer
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