AR 46/87 SECURITIES REGULATION

FORM 29

Finance Company Questionnaire and
Financial Report

Name of Finance Company

Date of Incorporation and Jurisdiction
Under Which Incorporated or Continued

For the Year Ended

PART 1

1 Introduction

This report is to be prepared by finance companies as defined in the Securities Regulation.
The report is complete only when accompanied by a full set of audited financial statements.

The data in the report pertain, unless otherwise indicated, to the consolidated operations of
the finance company and its subsidiaries.

The evaluation of a company cannot be complete without an evaluation of the capabilities
and performance of its management. Readers should recognize that this report is intended
for use primarily as a starting point in the process of evaluating the finance company.

2 Organization of the Report
Part 1 Introduction and organization of the report.

Part 2 Statement of policy with respect to 9 important corporate policies, knowledge of
which will assist in the evaluation of the data contained in other parts. In addition,
this part will provide some relevant general information about the company.

Part 3 Eleven schedules of detailed data with respect to operations for the year that, when
read in comparison with previous years’ reports, produce a picture of the company’s
actions through time.

Part 4 Three sections, one each for consumer loans, sales finance wholesale and capital
loans, and mortgage loan companies.

PART 2

For the purposes of this report,

(a) *‘dealer’” means a person or company who sells products pursuant to security agree-
ments that in turn are sold or assigned to a finance company;

(b) ‘“‘delinquent account’’ means an account on which an instalment or part thereof is
past due for a specified period of time;

() ‘‘income tax rate’’ means taxes as a percentage of before tax earnings;

(d) ‘‘renewal contract’’ means a contract replacing an original contract and entered into
to reduce the amount of the monthly instalment from the amount required under the
original contract;

(e) information should, to the extent applicable, be stated separately for each class of
receivable.
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ITEM 1 Statements of Operational Policy:

Attach a statement that describes the policies, methods of treatment, and statistical signifi-
cance of each of the following areas (While the financial statements of the finance company
will include a number of the following items, the purpose of this statement is to provide more
detailed data than would usually be shown therein):

(a) renewals; the policies and procedures regarding renewals including a statement as
to whether additional credit investigation of the customer has been made and, where
applicable, as to whether the approval of the dealer has been obtained;

(b) extensions; the policies and procedures regarding extensions including a statement
as to whether an extension is granted only when

(i) circumstances warrant the postponement of all or part of a current instalment,
(ii) the dealer has approved, if applicable, and
(iii) an extension fee has been paid;

(c) delinquencies; the statement should indicate, for each class of business,

(i) whether delinquency is measured contractually, or on the basis of recency of
payment,

(i) the period of time the account needs to be past due before being classified as a
delinquent account, and

(iii) whether any partial payment returns a delinquent account to a current status,
and if so, describe the type of payment;

(d) doubtful receivables;

(e) write-offs; the statement should include an explanation of any automatic write-off
policy on delinquencies and the accounting treatment on write-offs including the rebating
method;

(f) amortization of intangible assets; the policies and methods regarding the treatment
of intangible assets - e.g. start-up expenses of new branches, debt discount and expense,
and goodwill - including an explanation of the basis of valuation, method of amortiza-
tion, and total amortized to date;

(g) income taxes; if the income tax rate is significantly less than the maximum applicable
tax rate for Canadian corporations, state the reason for the difference;
(h) non-recurring items;

(i) income and deferred income; include full descriptions and examples, of all methods
of taking up income (derived from financing operations) used by the finance company
or any of its subsidiaries and the statement should clearly

(i) illustrate the method of accounting for deferred income and reserves represent-
ing deferred income, and

(i) if any initial charges are taken (e.g. acquisition charge), state the percentage
that each of these charges bears to the total finance charge.

For purposes of comparison, a description of the direct ratio method of taking up income
follows:

Direct Ratio Method

The direct ratio method (also known as the *‘rule of 78ths’’ and the *‘sum-of-the-digits”’
methods) is a method by which the unearned or deferred finance charge can be taken into
earned income. It is a method by which the income earned during the period may be matched
with expenses incurred during the same period.
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In practice, modifications of the direct ratio method are commonly employed. Some modi-
fications are applied to some classes of business while other modifications are applied to
other classes of business, within the same company. Still more modifications other than
those now in use, might be expected in years to come.

The number of modifications and their development suggests that no one method is ““right’*
for all classes of business at all times. Therefore, the direct ratio method is suggested here
as a comumon point of comparison only and its use as such is not intended to imply a rec-
ommendation of the method for any purpose other than as a point of comparison.

Example of the Direct Ratio Method

As applied to a 12-month contract acquired on the first day of the month:

Total initial finance charge $100.00
Less: acquisition charge .00
dealer reserve .00

other expense items .00

Net initial finance charge $100.00

Amount of finance charge taken up -

in the 1st month (month of acquisition) $ 15.39 (12/78 x 100)
in the 2nd month 14.10 (11/78 x 100)
in the 3rd month 12.82 (10/78 x 100)
in the 4th month 11.54 ( 9/78 x 100)
in the 5th month 10.26 ( 8/78 x 100)
in the 6th month 8.97 ( 7/78 x 100)
in the 7th month 7.69 ( 6/78 x 100)
in the 8th month 6.41 ( 5/78 x 100)
in the 9th month 5.13 ( 4/78 x 100)

in the 10th month
in the 11th month
in the 12th month

3.85( 3/78 x 100)
2.56 ( 2/78 x 100)
1.28 ( 1/78 x 100)

Total $100.00

The example is based on a total finance charge of $100.

Assuming that expenses incurred for acquiring the contract, etc. are not charged, the total
unearned income to be taken up periodically is also $100. Therefore, on the basis of a 12-
month contract acquired on the first day of the month, the amounts of income taken up each
month in the example closely approximate the related percentage figures when the direct
ratio method is applied without any modifications.

ITEM2 Operational Information as at the Financial Year End

Include the following additional information, provided that to the extent that the information
is included in the annual report to shareholders, a prospectus or material change report filed
with the Commission, it is only necessary to cross refer to the date and page number of the
document:

(a) operational review of the current year, including subsidiary operations;
(b) historical operational review including comparative statistics;

(c) branch locations
Form 29
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No. of Locations

Alberta excluding the Cities of Edmonton and Calgary
City of Edmonton ’

City of Calgary

Ontario excluding Metropolitan Toronto
Metropolitan Toronto

Quebec excluding Metropolitan Montreal
Metropolitan Montreal

British Columbia excluding Metropolitan Vancouver
Metropolitan Vancouver

Atlantic Provinces

Prairie Provinces excluding Alberta

Other

(d) management organization chart;
(e) business experience of senior management;

(f) details of other significant assets and liabilities of the finance company or its subsi-
diaries of a ‘‘non-finance’’ nature;

(g) does the finance company or any of its subsidiaries finance any person or company
in which insiders of the finance company or any of its subsidiaries or their families have
a direct or beneficial interest, if so, please give details regarding

(i) name of person or company,

(ii) types of business,

(iii) types of financing granted,

(iv) total amount outstanding at statement date, and
(v) maximum amount outstanding during the period;

(h) in the case of captive finance companies, state the relationship with parents, includ-
ing

(i) the nature of guarantee,

(ii) recourse or repurchase agreements for retail and wholesale financing, and

(iii) any agreements for payments by parents to maintain earnings, working capital
and similar amounts;

(i) list security holders beneficially owning, directly or indirectly, 10% or more of the
voting securities of the finance company indicating for each security holder the number
and percentage of outstanding securities held;

(j) where companies more than 10% of whose voting securities are beneficially owned,
directly or indirectly, by the finance company are otherwise indebted to the finance
company, state the following:

(i) the amount of instalments of principal in arrears;

(ii) the amount of interest due and unpaid showing separately amounts relating to
capitalized interest;

(iii) the amount of interest on the indebtedness in respect of which credit has been
taken in the revenue account for the year.
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PART 3
TABLE OF CONTENTS

Schedule 1:  Subsidiary Companies
Schedule 2:  Affiliated Companies
Schedule 3:  Volume of Business excluding renewals
Schedule4:  Analysis of Consumer Loan Volume for the period by Type of Borrower
Schedule 5:  Maturities of Year End Receivables
Schedule 6:  Maturities of Year End Debt
Schedule 7: A - Delinquency
B - Allowance for Doubtful Accounts
C - Loss Experience for Period
Schedule 8:  Analysis of Short-term Debt.

For the purposes of this Part,

(a) “‘parent company’’ means a company which has a subsidiary or an affiliated com-
pany;

(b) ““affiliated company’’ means a company that is subject to a degree of managerial
control by another company based on an equity or debt investment;

(c) “‘current account’ means an inter-company account for day-to-day transactions
excluding advances or loans to or from a subsidiary;

(d) “‘net current account balance’’ means the difference between the current account
amounts owed to and owed by all the subsidiaries with respect to the finance company;

(¢) ‘‘open market borrowings’’ means borrowings that are obtained by competitive
bidding.
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PART 4
TABLE OF CONTENTS
SECTION 1: Consumer Loan Companies Only
Schedule 1 _
Major Consumer Loans ............................
SECTION 2: Sales Finance Companies Only
Schedule 2(a) Analysis of Wholesale Financing .................
Schedule 2(b) Dealer Wholesale Concentrations ................
Schedule 3 Capital Loans to Dealers ...........................
Schedule 4 Dealer Retail Concentrations ......................
SECTION 3: Mortgage Loan Companies Only
Mortgage Loan Operations
Schedule 5 Volume of Mortgage Loans .......................
Schedule 6 Aging of Delinquent Mortgage Loans ...........
Schedule 7 Real Estate Owned ...........cc...ooeevvniinnnennn..
PART 4
SECTION 1
SCHEDULE 1
MAJOR CONSUMER LOANS

Provide the following details on those consumer loan customers whose outstanding balances
individually exceed 1/10 of 1% of shareholder’s equity:

() account number or code;

(b) occupation;

(c) date and amount of advance;
(d) description of security;

(e) amount outstanding;

(f) aggregate amount in arrears and number of days during which amount has been in
arrears. '

NOTE 1 To be completed by consumer loan companies only.
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AUDITOR’S REPORT TO ACCOMPANY FORM 29

To the Directors
We have examined the financial statements of

as at
and reported thereon to the shareholders under date of

Our examination was made in accordance with generally accepted auditing standards for the
purpose of forming an opinion on the financial statements taken as a whole. Parts of the
information contained in Form 29 are drawn from financial records examined by us in the
course of our audit but certain statistical data therein is drawn from records that were not
included in our examination. Therefore we are unable to and do not express any opinion on
the contents of Form 29. We have, however, read Form 29 which has been compiled by the

Company.

We have no reason to believe that there are any misrepresentations in the information con-
tained in Form 29 that is derived from the financial statements on which we reported or that
is within our knowledge as a result of our audit of the financial statements.

Chartered Accountants

AFFIDAVIT
IN THE MATTER OF THE SECURITIES ACT
Province of Alberta ) 1,
) (name in full)
of ) of the
)
) in the
MAKE OATH AND SAY THAT:

1 Iamthe

Chief Financial Officer or Chief Executive
Officer of the finance company.

2 That the attached Report presents fairly the information contained therein.

SWORN before me at the )
inthe of )
this day of 19 )
A Commissioner, etc. ) (Signature)
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