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independent Auditor’s Report

To the Board of Directors
AAMCO Transmissions, fne.
Horsham, Pennsylvania

Report on the Financlal Statements

Wa have audited the accompanying consolidated financlal statements of AAMCO Transmissions, inc.
and Subsidiaries which comprise the consolidated balance sheets as of December 29, 2012, December
31, 2011 and January 1, 2011 and the related consolidated statements of operations, shareholder's
equity and cash flows for the years then ended and the related notes to the consolidated financial
statements.

Management's Responsibility for the Financial Statements

Management Is responsible for the preparation and falr presentation of these consolidated financtal
staternents in accordance with accounting principles generally accepted in the United States of America;
this Includes the design, implementation, and maintenance of internat control relevant fo the preparation
and falr presentation of consolidated financial statements that are frea from material misstatement,
whether due to fraud or error.

Auditor’'s Responsibility

Qur responsibility is to express an opinton on these consolidated financial statements based on our
audits. We conducted our audits in accordance with auditing standards generally accepted in the United
States of America. Those standards require that we plan and perform the audlt to obtain reasonable
assurance about whether the conselidated financial statements are free of matertal misstaiement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures In
the consolidated financial statements. The procedures selected depend on the auditor's Judgment,
including the assessment of the risks of material misstatement of the consolidated financial statements,
whether due to fraud or error. In making those risk assessments, the auditor considers internal control
relevant to the entity's preparation and fair presentation of the consolidated financlal statements In order
to design audit procedures that are appropriate in the circumstances, but not for the purpose of
expressing an opinion on the effectivensss of the entity's internal control. Accordingly, we express no
such opinion. An audit also Includes evaluating the appropriateness of accounting polictes used and the
reasonablensss of significant accounting estimates made by management, as well as evaluating the
overall presentation of the consolidated financial staternents,

We believe that the audit evidence we have obtalned is sufficlent and appropriate to provide a basis for
our audit opinion.
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Opinion

in our opinlon, the consolidated financial statements referred to above present falrly, in all material
respects, ihe financial position AAMCO Transmissions, Inc. and Subsidiaries as of December 29, 2012,
December 31, 2011 and January 1,2011, and the results of their operations and their cash flows for the
years then ended in accordance with accounting principles generally accepted in the United Statas of
Amerlca.

Emphasis of matter

As discussed In Note 3 to the consolidated financial statements, AAMCO Transmissions, Inc. and
Subsidiaries have elected to change their method of accotinting for revenue racognition, notes and
accounts receivable, supplies, prepald expenses, other assets, and current liabilities In 2012, 2011 and
2010. Our opinion is not modified with respect to this matter.

%5%457 e

Blue Bell, Pennsylvania
November 13, 2013
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AAMCO Transmissions, Inc. and Subsldiarles

Consolidated Balance Sheets
December 29, 2012, December 31, 2011 and January 1, 2011

2012 2011 2010
Assets
Current Assets
Cash $ 50,362 § 150,727 & 420,552
Accounts recefvable, net of allowance for
uncollectible accounts of $7,346,146 at December 29, 2012
$12,085,923 at Decomber 31, 2014 and $10,144,758
at January 1, 2011 2,674,164 5,687,458 6,719,202
Notes recelvable, net of allowance for uncollectible accounts
of $3,847,738 at December 28, 2012, $1,668,346 at
December 31, 2011 and $1,008,830at January 1, 2011 1,060,568 2,728,613 1,725,884
Supplies 197,385 384,108 253,847
Prapald expenses and other 126,325 247,151 421,765
Tota! current assets 4,109,304 8,208,055 9,541,050
Mates Recelfvable, roncurrent, net of allowance
for uncolleclible accounts of $0 at December 28, 2012
$463,035 at December 31, 2011 and $418,035 at January 1, 2011 3,310,782 3,854,307 1,624,526
intanglble Asset, net of accumulated amortization of 561,015,937
at December 29, 2012, $54,801,880 at December 31, 2011
and $45,521,832 at January 1, 2011 57,280,652 64,294 609 73,674,767
Equipment, net 1,490,898 995,084 660,209
Deforred Tax Asset - 6,303,922 4,150,664
Other Assels 229,402 286,285 274,862
$ 66,421,038  § 84,942,272 $ 89,826,067
Liabifities and Shareholder's Equity
Current Liabllites
Notes payable $ 236860 $ - % -
Accounts payable and accried expanses 8,432,891 6,392,114 3,857,195
Daferred Income 626,074 1,242,828 1,053,133
Totaf current liabilitles 7,295,825 7,634,942 5,010,328
Long-Term Liabliitles
Notes payable, ron-current 757,028 - -
Due to parent company and affillates 21,659,333 28,854,800 35,684,445
Deferred iIncome, net of current portien - 260,268 269,103
Security deposits 2,056,777 1,783,977 4,654,711
Other long-term Habliities 1,100,000 - -
Tota! {ong-term liabllitles 25,673,138 30,899,045 37,608,269
Total liabilities 32,868,963 38,533,987 42,618,587
Commitmants and Contingencies (Note 5)
Shareholder’s Equity
Cormmon stock, authorized 3,000 shares
&t $1 par value; lssued and outstanding, 2,617 shares 2,617 2,617 2,617
Additienal pald-in capltal 68,476,383 58,476,383 58,476,383
Accumulated deficit {24,926,925) {12,070,716) {11,271,620)
33,552,075 46,408,285 47,207,480
$ 66,421,038 § 84042272 § 89,826,067

See Notes to Consolidated Financial Statements.
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AAMCO Transmissions, Inc. and Subsidiaries

Consolidated Statements of Operations

Years Ended December 29, 2012, December 31, 2011 and January 1, 2011

2012 2011 2010
Revenues
Service fees $ 26,393,610 $ 27,757,288 $ 27,682,769
Sales of equipment and supplies 1,151,622 3,276,562 2,530,325
License and iraining fees 1,357,140 2,181,697 1,463,748
Advertising revenues - - 5,660
Other 2,415,070 3,971,078 2,736,497
Total revenues 31,317,442 37,188,625 34,318,999
Expenses
QOperating expensas
Cost of advertising media - - 4,923
Cost of sales 1,444,854 2,336,129 1,667,124
Selling, general and administrative 20,028,031 18,557,841 16,081,547
Total operating expenses 21,472,885 20,893,870 16,753,594
income from operations before depreciation,
amortization and related party fees and expenses 9,844,557 16,292,655 17,565,408
Other operating expenses
Depreciation and amortization 8,215,658 10,203,019 10,012,704
Related parly fees and expenses 701,848 994,895 889,050
Total other operating expenses 8,917,506 11,197,814 10,001,764
income from operations 827,051 5,004,741 £,663,651
Other income (expenses)
Interest income - 8,503 882
Interest expense {7,280,636) (7,975,081) (7,467,887)
Miscellaneous expense {198,703} (80,606) (655,295)
Total other expenses {7,478,339) {8,047,194) (8,122,100
Loss before Income tax benefit {expenss) {6,552,288) {2,052,453) {1,458,449)
Income tax benefit (expense), net {6,303,922) 2,153,258 1,063,664
Net loss $ (12,856,210) _$ (799,195) _$  (394.785)

Ses Notes to Consolidated Financia! Statements.
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AAMCO Transmisslons, Inc. and Subsidiaries

Consolidated Statements of Shareholder's Equity
Years Ended December 29, 2012, December 31, 2011 and January 1, 2011

Additional Total
Commeon Stock Paid-In Accumulated  Sharshoider’s
Shares Amount Capital Deficit Equity
Balance as of January 2, 2010 2,617 $2617 § 58476383 ${10,876,735) $ 47,602,265
Net loss - - - (394,785) {394,735)
Balance as of January 1, 2011 2,817 2,617 58,476,383 {11,271,520) 47,207,480
Net loss - - - (799,1985) {799,195)
Balance as of December 31, 2011 2,617 2,617 58,476,383 {12,070,715) 45,408,285
Net foss - - - {12,856,210) (12,856,210)
Balance as of December 29, 2012 2,617  $2617 & 58,476,383  §(24,926,925) § 33,552,075

See Notes to Consolidated Financial Statements.
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AAMCO Transmissions, inc, and Subsldiartes

Consolidated Statements of Cash Flows

Years Ended December 29, 2012, December 31, 2011 and Ja

nuary 1, 2011

2012 2011 2010
Cash Flows from Operating Activities
Net loss $ (12,866,210) $ (7991 g5) $ (394,785)
Adiustments to reconcile net loss to net cash
provided by operating activities:
Depreciation and amorttization 8,215,658 10,203,019 10,012,704
Provision for doubiful accounts 2,149,703 3,572,875 3,310,453
Deferred income tax (benefit) expense 6,303,922 (2,153,258) (1,063,664)
Changes In assets and liabilities:
(Increase) decrease:
Notes and accounts receivable 3,075,161 {5,817,088) {3,121,389)
Supplies 196,721 (140,459} 9,944
Prepaid expenses and other 120,326 174,614 97,994
Other assets 56,893 {14,433) 204,077
Increase (decrease).
Accounts payable and accrued expenses 40,777 2,434,919 679,835
Deferred income (877,022) 180,860 (258,811)
Security deposits 272,800 129,260 {77,396}
Other long-term liabllities 1,100,000 - -
Net cash provided by operating actlvities 7,798,729 7,774,120 9,398,862
Cash Flows from Investing Activities
Issuance of notes payable 993,888 - -
Due to parent company and affiliates {8,209,305) {7,355,706) (9,678,482)
Purchases of squipment (683,677) (688,239) (571,615)
Net cash used In Investing actlvities (7,859,094) {8,043,845) (10,250,097}
Net decrease In cash {100,365) {269,825} (851,135)
Cash, beginning 150,727 420,652 1,271,687
Cash, ending $ 50,362 150,727 % 420,552
Supplemental Disclosure of Cash Flow information:
Cash paid during the year for interest $ 6,653,404 $ 7,324000 § 7,034,000

Ses Motes to Consolidated Financlal Statements,
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AAMCO Transmlissions, Inc. and Subsidiaries

Notes to Consolidated Financial Statements

Note 1. Description of Business

Description of Buginess: AAMCO Transmissions, Inc. (the “Company” or “AAMCO") franchises
automotive transmission and general repair centers throughout the United States and Canada to which
they also selt equipment and supplies. On March 7, 2006, American Driveline Systems, Inc, (‘ADS")
acquired the stock of the Company. ADS is also the parent company of Cottman Transmissions
Holdings, LLC and its subsidiaries {*Coftman”). In connection with this acquisition, the accounts of the
Company have been adjusted using the push down basis of accounting fo recognize the allocation of the
consideration paid for the common stock fo the respective net assets acquired. Subsequent to the
AAMCO acquisition, certain existing Cottman franchisees have converted to operating under the name
AAMCO Transmissions for the remalnder of thelr franchise term and the Company has recelved an
assignment of the franchisee’s franchiss agreement with Cottman or has entered into a new franchise
agreement with the franchises.

Note 2. Summary of Significant Accounting Policles

Consolidation: The consolidated financial statements include the accounts of AAMCO Transmisslons,
Inc. and lts wholly-owned subsidiaries, Acce! Advertising, Inc. (*Accel Advertising”) and AAMCO Canada,
Inc. All significant intercompany balances and transactions have been eliminated in consolidation,
AAMCO Transmisslons, Inc. is a wholly-owned subsidiary of ADS,

in 2008, AAMCO Canada, Inc. was Incorporated as a wholly-owned subsidiary of AAMCO Transmisslons,
inc. AAMCO Canada, Inc. provides certaln operational assistance to AAMCO franchises located within
Canada and all of its Provinces and Terrtorles (“Territory”) and, pursuant {o a Trademark License
Agreement, has been granted a non-exclusive, non-transferable indivisible license to use the AAMCO
licensed marks within the Territory.

Revenue Recogniticn: The Company recognizes revenue in accordance with Financial Accounting
Standards Board (“FASB”) Accounting Standards Codification ("ASC”) Topic 952, Franchisors for revenue
recoghition as fallows:

Service Feas: The Company's operations include the licensing of franchises primarily in North
‘America under the name of AAMCO Transmissions and Total Car Care to franchiseas for fiffeen-
year renewable terms. Under the franchise contract, the Company may, among other things, assist
in site locations, assist In obtaining financing, provide tralning to the franchisee and operational
services and supplies. The franchisee In accordance with the terms of the franchise agreement is
obligated to pay the Company franchise fes equal to a stated percentage of the Gross Recelpts of all
business transacted by franchisee. The Company's policy is to recognize franchise fee as revenue
when it's eamed and realized or realizable and collectablility is reasonably assured. Cosls
associated with franchise operations are expensed as incurred. ‘

Initial License and Tralning Fees: The Company recognizes initial license and training fees at the
time when all material services or conditlons relating to the new franchise have been substantially
performed by the Gompany. All material servicas or conditions are substantially performed by the
Company upon the commencement of aperations at the center by the franchisee,

Sales of Equipment and Supplies: The Company recognizes revente from the sale of merchandise
at the time the merchandise Is sold and the product is delivered to the customer. Service revenues
are recognized upon completion of the service. Service revenus consisis of the labar charged for
Installing merchandise or maintaining or repalring vehicles, excluding the sale of any Installed paris
or materials. The Company records revenue net of an allowance for estimated future retums, The
Company establishes reserves for sales returns and allowances based on current sales levels and
historical refum rates.
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AAMCO Transmissions, inc. and Subsidiaries

Notes to Consolidated Financial Statements

Note 2, Summary of Significant Accounting Policles (Continued)

Revenue Recognition (Continued):

Other Revenue: The Company recognizes commission and other revenue, such as royaities, during
the period in which the incoma ls eamned. Advertising fees are collected from certain franchisees
who have elected to have advertisements placed by the Company's subsidiary Accel Advertising.
These advertising fees are initially reflected as deferred income. As advertisements are placed, the
related amounts are recorded as operating revenues io be matched with the expenditures. The
costs of advertising are expensed as ihey are incurred. The Company also provides various anciltary
services to the franchises, Such services include, but are not restricted to franchisee training, tolt
free telephone line support, computer software, promotional items, etc. The Company’s policy is to
recognize fees related to the ancillary services when the services have been substantially performed
and collectability Is reasonably assured,

Fiscal Year: The Company has adopted a fifty-two or fifty-three week year ending on the Saturday
closest to December 31. Fiscal 2012, fiscal 2011 and fiscal 2010 each contained fifty-two weeks. The
fifty-third week Is added to the fiscal calendar every six years to balance the fiscal years.

Cash: Cash consists of deposits with financial institutions. These balances are Insured by the Federal
Deposit Insurance Corporation. The Company considers all highly liquid debt instruments with a maturity
perlod of three months or lass to be cash equivalents.

Noles and Accounts Receivable: Notes recelvables are stated at the gross amount of the payment due,
reduced by an allowance for uncollectibie accounts, For notes issued at below market rates, the
Company recagnizes a discount at the time of issuance and accrates the discount as Interest income
over the life of the note. itis the Company's policy to maintaln an allowance for notes recelvable losses at
a level considered adequate to provide for probable josses. The level of allowance Is based on
management's avaluation of the portfolio, which takes into account overall prevailing and anticlpated
business and economic conditions, note risk and the net realizable value of notes. The ailowance is
calculated based on the overall risk profite of the portfolio, based on historical definquency and collection
patterns. The Company periodically reviews the notes recelvable and provides an allowance for probable
1osses on outstanding balances. Additionally, the Company periodically assesses individual notes for
potential impairment. The notes receivable are generally considered impaired when itis probable that the
Company will be unable to collect the cantractual interest and principal payments as scheduled Inthe
agreement. Once the notes receivabie is impaired, the Company recognizes Interest Incoma on a cash
basls. f the Company determines that it is likely that the notes receivable will notbe collected based on
financiat or other franchisees pusiness indicators, including the Company's historical experience, it is
Company’s policy to write off the note In the period in which It Is deemed uncollestible. Recoveries of
notes recelvables previously written off are recorded into income when recelved In cash.

Accounts recelvable consist principally of amounis Inveiced for franchise feas, advertising, equipment and
supplies. The Company records an allowance for uncollectible receivables nased on review of ali
outstanding amounts on a monthly basis and evaluation of the credit worthiness of its franchises. For
trade receivables, the Company generally does not require collateral from its franchisees. An allowance
for doubtful accounts is recorded through charges fo earnings In the form of a charge to bad debt
expense. The Company perlodically reviews and writes-off accounts recelvable once it is determined
that the account cannot be collected. Recoveries of accounts recelvablas previously wiitten off are
recorded Into income when received In cash.

Supplies: Supplies consist of equipment and merchandise which are sold to franchisess and are stated
at the lower of cost, determined by the actual average cost, or market.
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AAMCO Transmissions, Inc. and Subsidiaries

Notes to Consolidated Financial Statements

Note 2. Summary of Slgnificant Accounting Policles {Continued)

Equipment and Depreciation: Equipment Is carried at cost. Depreciation is computed principally on the
straight-line method over the estimated useful lives of the assets, which range from 3 to 10 years.
Depreciation of property and equipment was $188,000 In 2012, $262,000 in 2011 and $254,000 In 2010.

Deferred Financing Costs: Deferred financing costs consist of the costs related to the lssuance of debt
and are amortized using the interest method over the period of the related term loans. During 2012, 2011
and 2010, the Company was allocated approximately, $1,014,000, $526,000 and $473,000, respectively,
of amortization relating to financing fees for a loan agreement entered into in 2006 and amended In
December 2007 and February 2042, collectively by the Company, Cottman and ADS.

Intangible Assets: The Company has adopted FASB ASC Toplc 350, Intangibles — Goodwill and Other
Intangible Assels. intangible assets consist of a franchisor system which leads into generation of
franchise agreements for a defined term of at least fifteen years, and is renewable or automatically
extendable for additional terms. The Company amortizes its Intangihle assets over 16 years using a
straight line method. The useful life of these intangible assets explres at varlous times through 2021,
Amorlization of intangible assets amounted to $7,014,000 in 2012, $9,380,000 in 2011 and $9,286,000 in
2010. In connection with the converston of certain Cottman franchises to AAMCO franchises during 2006
{Note 1), intangible asseis with a net book value of approximately $7,306,000 were fransferred to the
Company from Cottman for consideration equai to such net book value, In additlon, AAMCO has agreed
to pay certaln fees to Cottman on sales generated by converting franchisees during the remaining term of
the franchisea’s pre-conversion franchlse agreement. AAMCO will also pay additional compensation tied
fo the aggregate volume of converted franchisee locations. In 2012, 2011 and 2010, approximately
$775,000, $931,000 and $1,061,000, respectively, of fees wers recorded pursuant to this fae agreement.

Estimated annual amortization expense on acquired Intangible assets at December 28, 2012is as
follows:

Years Ending
2043 $ 7,014,000
2014 7,014,000
2015 7,014,000
2016 7,014,000
2017 7,014,000

Ealr Value of Financlal Instruments: Financial instruments include cash and cash equivalents, accounts
and notes receivable, accounts payabie and accrued expenses. The carrying value of cash and cash
equivalents, accounts and notes recelvable and accounts payable and accrued expenses approximate
their fair value because of their shori-term nature.

lncome Taxes: The Company files as partofa consolidated tax return and all tax amounts that are
included In this financial statement were calculated as if the Company filed a separate Company tax
return,
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AAMCO Transmissions, Inc, and Subsidiaries

Notes to Consolldated Financial Statements

Note 2. Summary of Significant Accounting Policles (Continued)

income Taxes {Continued): Deferred taxes are provided on a liability method whereby deferred tax
assets are recognized for deductible temporary differences and operating loss carryforwards and deferred
tax liabilities are recognized for taxable temporary differences, Temporary differences are the difference
betwean the reported amounts of assets and liabilities and their tax bases. Deferred tax assets are
reduced by a valuation allowance when, in the opinion of management, It Is more likely than not that
some portion or ali of the deferred {ax assets will not be realized. Deferred tax assets and liabifities are
adjusted for the effects of changes in tax laws and rates on the date of enactment. Realization of
deferred tax assets Is dependent on generating suffictent taxable income In the future. In 2012, the
Company based on its current financial position recorded a full valuation allowance against lts deferred
tax asseis.

The Company follows the guldance on accounting for uncertainty in income taxes, which addresses the
determination of whether tax benefits claimed or expected to be claimed on a tax return should be
recorded In the financlal statements. Under this guidance, the Company may recognize the tax benefit
from an uncertain tax position only if It Is more-likely-than-not that the tax position will be sustalned on
examination by taxing authorities, pased on the technical merits of the position. The tax benefils
recognized in the financial statements from such a position are measured based on the largest banefit
that has a greater than 50% tikelihood of being realized upon ultimate settlement. The guidance on
accounting for uncertainty in income {axes also addresses de-recognition, classification, Iinterest and
penalties on income taxes, and accounting In interim periods. With few exceptions, the Company is no
longer subject to income tax examinations by the U.S. federal, state or local Income tax authorities for
years before 2009.

Use of Estimates: The preparation of financlal statements in conformity with generally accepted
accounting princlples requires management lo make estimates and assumptions that affect the reported
amounts of assets and labllities and disclosures of contingent assets and fiabllities at the date of the
financial statements and reported amounts of revenues and expenses during the reporting period. Actual
results could differ from those estimates. The most significant estimate relates to allowances for doubtful
accounts and notes receivable and the realization of deferred tax assets.

Concentration of Credit Risk: The Company is subject to cradit risk through notes and other receivables.
Credit risk with respect to notes and other receivables is minimized because of the large number of
franchises and their geographic dispersion.

Impalrment of Long-Lived Assets: The Company reviews fong-lived assets, including equipment and
definite lived intangible assets, for impairment whenever events or changes in business clrcumstances
indlcate that the carrying amount of the assets may not be fully recoverable. An Impairment foss would
be recognized when undiscounted future cash flows expected to result from the use of the assets and its
eventual disposition is fess than the carrying amount, impairment, if any, is assessed using discounted
cash flows. No Impairments have occurred to date.

Reclassifications: Certain amounts in the 2011 and 2040 financial statements have been reclassified to
conform to the current year presentation with no Impact on net income or retained earnings. Referto
Note 3, Changes in Accounting Principtes for full disclosure.

10
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AAMCO Transmisslons, inc. and Subsidiaries

Notes to Consolidated Financlal Statements

Note 2. Summary of Slgnificant Accounting Policles {Continued)

Recently Issued Accounting Pronouncements; During the year ended December 29, 2012, the following
Accounting Standards Updates ("ASU") were issued or became effective:

in February 2013, FASB issued ASU 2013-04, Liabilities (Topic 405): Obligations Resulting from Joint
and Several Liability Arrangements for Which the Total Amount of the Obligation s Fixed at the Reporling
Dale (a consensus of the FASB Emerging Issues Task Force}. This guldance requires an entlty to
measure obligations resulting from joint and several liability arrangements for which the total amount of
the obligation within the scope of this guldance Is fixed at the reporting date. This stipulates that: (1) it will
include the amount the entity agreed to pay for the arrangement between them and the other entities that
are also obligated 1o the liability and (2) any additional amount the entity expects to pay on behalf of the
other entities. The objective of this update is fo provide guldance for the recognition, measurement, and
disclosure of obligations resulting from joint and several liabitity arrangements. The amendments in this
update are effective for fiscal periods (and Interim reporting periods within those years) beginning after
December 15, 2043. The amendments should be applied retrospectively to all prior periods presented for
those obligations resulting from joint and several liability arrangements that exist at the beginning of an
entity's fiscal year of adoption and that are within the scope of this Update. The Company has elected for
an early adoption of this ASU.

In February 2013, the FASB Issued ASU 2013-02, Reporting of Amounts Reclassified Out of
Accumulated Other Comprehensive Income. This ASU requires an entity to provide Information about the
amounts of reclassified out of accumulated other comprehensive lncome by component and to present
either on the face of the statement whare net income Is presented, or in the notes, significant amounts
reclassified out of accumulated other comprehensive income by the respective line ltems of net Income,
but only if the amount reclassified Is required fo be reclassified to netincome in its entirety in the same
reporting period. The ASU Is effective for annual and interim reporting periods beginning on or after
December 15, 2012, The Company Is currently in the process of evaluating the ASU but does not expect
it will have a material impact on the Company's consolidated financlal statements.

in Dacember 2011, the FASB Issued ASU 2011-11, Disclosures about Offsetfing Assets and Liabilities
{Topic 210). ASU 2011-11 requires an entity to disclose information about offsetting and related
arrangements to enable users of its financial statements to understand the effect of those arrangements
on its financial position. ASU 2011-11 was effective for Interim and annual periods beginning on or after
January 1, 2013 and shouid be applied retroactively for all comparative periods presented. The Company
does not sxpect it will have a material Impact on the Company's consolldated financial stafements.

FASB ASU 2011-12, Deferral of the Effective Date for Amendments to the Presentalion of
Reclassifications of ltems Cut of Accumulated Other Comprehensive Income In Accounting Standards
Update No. 2011-05, was issued In December 2011 updating and superseding certain pending
paragraphs relating to the presentation on the face of {he financial statements the effects of
reclassifications out of accumulated other comprehensive income on the components of net income and
other comprehensive income, This ASU was effective for interim and annual periods beginning Pecember
31, 2011 and was applied prospectively. The adoption of this ASU did not have a material effect on the
Company's consolidated financlal statements at the date of adoption.

in June 2011, the FASB Issued ASU 2011-05, which relates to the presentation of comprehensive income
that eliminates the option to present components of other comprehensive Income as part of the statement
of changes In stockholders' equity, The amendments require that all nonowner changes in stockholders’
equity be presented either in a single continuous statement of comprehensive income or in two separate
but consecutive statements. The amendments do not change the items that must be reported In other
comprehensive income or when an ltem of other comprehensive lncome must be reclassified to net
income. This guidance Is effective for fiscal years ending after December 15, 2012, and interim and
annual perlods thereafter. The adoption of this ASU did not have a material effect on the Company’s
consolidated financial statements at the date of adoption.

11
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AAMCO Transmissions, Inc. and Subsidlaries

Notes to Consolidated Financlal Statements

Note 3. Change In Accounting Principles

The Company prepares its financial statements in conformity with generally accepted accounting
principles, which require management to make certain estimates and assumptions and apply judgments.
The Company's accounting policies raquire the use of estimates and assumptions that may affect the
value of the Company's assets or liabilities and financial results. The Company identified its accounting
policies regarding revenue recognition, notes and accounts recelvables, supplies, prepald expenses,
other assets and current liabilities to be critical because they requlire management to make difficult,
subjective and complex judgments about matters that are inherently uncertain. Under each of these
policies, It is possible that materially different amounts would be reported under different conditions, using
different assumptions, or as new information becomes available. Changes In financial accountlng and
reporting standards and ghanges iIn current interpretations may be beyond the Company's control, can be
hard to predict and could materially impact how the Company reports lts financlal results and

condition. In certaln cases, the Company could be required to apply a new or revised standard
retroactively or apply an existing standard differently (also retroactively) which may result In the Company
retroactively reclassifying prior period financial statements in material amounts.

On March 25, 2013, the management and the board of directors of the Company approved changes to
several of its significant accounting policies, which allowed a change In the method of application of
generally accepted accounting principles. The Company applied the changes In accounting estimate
affected by the changes in accounting principles by retroactively adjusting the carrying amount of its
existing assets and liabilities. The offect of these changes was applied in accordance with FASB ASC
Tople 250, Accounting Changes and Error Corrections.

The consolidated balance sheet as of December 31, 2011 and January 1, 2011, and the consalidated
siatements of operatlons, shareholder’s equity and cash flows for the fiscal years ended December 31,
2011 and January 1, 2011 have been retroactively reclassified for changes in accounting principles
related to revenue recognition, notes and accounts receivables, supplies, intangible assets and other
matters further described below.

12
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AAMCO Transmissions, Inc. and Subsidiaries

Notes to Consolidated Financial Statements

Note 3. Change in Accounting Principles {Continued)

The table below summarizes the effect of changes in accounting principles on the consolldated balance
sheets as of December 31, 2011 and January 1, 2011,

December 31, 2011 January 1, 2011
Changes In Changss in
Accaunting Accounting
As Reported Principies As Reclassified As Reported Princlples As Reclassifled
Assets
Curent Assets
Cash ] 950,727 $ - $ 150,727 3 420,552 & - 3 420,652
Accounts receivable, net 13,668,112 (7,877,654} 5,687,458 13,310,891 (6,561,788} 6,719,202
Notes receivable, net 4,306,559 {1,668,346) 2,728,613 2,735,714 (1,000,830} 1,725,884
Supplies 101,926 (307.820) 394,106 448,374 [194,727) 253,647
Prepaid expenses and other 471,633 [224,482) 241,161 606,863 {185,008) 421,765
Total current assels 19,386,357 {10,178,302) 6,208,055 17,522,434 {7,981,444) 9,541,050
Notes Recelvable, noncisment, net 3,854,307 - 3,864,307 1,524,625 - 4,624,525
Intangible Asset, net 64,204,608 - 64,204,608 73,674,757 . 73,674,757
Equipment, net 1,058,664 (63,470) 995,084 662,625 (2,316) 660,209
Defarred Tax Asset 3,070,000 3,233,922 5,303,922 3001000 1,059,664 4,150,664
Other Assels 322,074 {35,779) 286,205 341,410 {66,548) 274,862

$ 01085901 § (7.043628) § 84842272 $ 06,816,711 § {6.000,644) § 89,826,067

Liabilitles and Shareholder's Equity

Current Lisbifities
Accounts payable and accrued expanses $ 6,751,248 3§ (359,184} § 6,392,114 $ 4327713 § (370,618) & 3,957,195
Deferred incoms 1,211,328 31,500 1,242,826 1,053,133 - 4,053,133
Total current ilabilitles 7,062,626 (327.684) 7.634.942 5,380,848 {370,518} 5,010,328
Long-Temm Llablibes
Dua to parent company and affiliates 28,854,800 . 28,854,800 35,684,445 - 35,684,445
Deferred income, net of current pordon 260,268 - 260,268 269,103 - 269,103
Security deposits 1,877,467 (93,450 1,783,977 1,748,201 {93,490} 1,654,711
Total fong-term llabilities 30,892,535 {93,430} 230,899,045 37,701,749 (93,490) 37,608,259
Total liabilitles 38,955,161 (421,174) 38,633,887 43,082,695 {464,008} 42,618,687
Commitments and Contingencles (Note 5)
Shareholder's Equity
Comamon steck 2,617 - 2,617 2,817 - 2,617
Additionat pald-in capital E8,476,383 - £8,476,383 58,476,383 . 58,476,383
Accumuiated deficlt {5,448,260) (6,622,455) {12,070,7186) (4,744,884) (6,526,638) (11,271,520)
53,030,740 (6,622,455} 46,408,285 53,734,116 16,626,636} 47,207,480

«

81,985801 § (7.043,620) $ 84.842.272 $ 06816711 § (6,980644) § 89,826,087
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AAMCO Transmissions, Inc. and Subsidiaries

Notes to Consolidated Financial Statements

Note 3. Change In Accounting Principles (Continued)

The table below summarizes the effect of changes in
statements of operations for the years ended Decem

Revenuegs
Service fees
Sales of equipment and supplies
License and tralning fees
Advertising revenue
Othar

Total revenies
Expenses
Oparating expenses
Cost of adverising media

Gost of sales
Sefling, general and administrative

Total oparating expensas

Income from operations
bafore deprecialion, amestization and
retated party fees and expenses

Other operating expenses
Dapreciation and amortization
Retaled parly fees and expenses

Totat other operating expensas

Income from operations

Other Income (expanse}
Interest Income
tntarast expenss
Miscollaneous expense

Total other expenses

Loss bafore income tax
benafit (expense)

tnoome tax beneft {expense), net

Net loss

The table below summarizes the effect of changes In acco
statements of shareholder’s equity as of December 31,20

Common siock amount
Additional pakd-in capial
Accumulated defick

Total shareholder's equity

accounting principles on the consolidated
ber 31, 2011 and January 1, 2011,

Decerber 31, 2041 January 1, 2011
Changes in Changes in
Accounting Accounling
As Reported Princples As Reclassified As Reporied Principles As Reclassified
§ 27,757,288 % . § 27,757,288 § 27,582,769 § - § 27582769
3,276,562 - 3,276,562 2,530,325 - 2,630,326
2213197 {31,500) 2,161,697 1,463,748 - 1,463,748
- - - 5,660 - 5,660
4,203,638 {232,560} 3,971.078 2,736,497 - 2,736,497
37,450,685 (264,060) 37,186,625 34,318,899 - 34,316,999
. - - 4,923 - 4,923
2,223,036 113,093 2,336,128 -1,658,670 8.454 1,667,124
16,669,517 4,808,324 18,657,841 13,813,272 1,268,275 15,081,647
18,892,553 2,001,417 20,893,970 15,476,865 1,276,729 16,763,594
18,558,132 (2,265,477} 16,292,655 16,842,134 {1,276,729) 17,565,405
10,198,419 4,600 10,203,019 10,612,704 - 10,012,704
994,895 - 994,895 89,050 - 889,050
11,493,314 4,600 11,197,914 10,901,754 - 10,901,764
7,364,818 (2,270,077} 5,024,741 7,840,380 {1,276,729) 6,663,651
8,503 - 8,503 882 - Bg2
(7.976,081) . (7,875,081} {7,467,687) - (7,467,887)
(80,606) - {80,606) {655,295) - {655,295}
(8,047,184) - (8,047,194) {8,122,100) . (8,122,100}
682,376} (2,270,077} (2,952,453} (181,720} (1,278,729} {1,458,449)
(21,000} 2,174,258 2,153,258 4,000 1,059,664 1,063,664
§  (703,376)_ % @5819) § {709,185 $  [(177.720) § (217,065} $ (394,785}
unting principles on the consolidated
14 and January 1, 2011,
December 31, 2011 January 1, 2011
Changes in Changes In
Accounting Accounting
As Reporled Principles As Re¢lassified As Reported Prnclp! As Reclassified
$ 2617 % - % 2817 § 2617 % . 3 2,617
58,476,383 - 58,476,382 58,476,383 . 58,476,383
(5,448,260) (8,622,455) {12,070,716) (4,744,884} {6,526,636) 11,271,520}
5 53,080,740 5 (6,622,455) § 46408285 § 63734118 § (6,526,638) $ 47,207,480
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AAMCO Transmisslons, Inc. and Subsldiaries

Notes to Consolidated Financlal Statements

Note 3. Change in Accounting Princlples (Continued)

The table bslow summarizes the effect of changes in accounting principles on the consolidated
statements of cash flows for the years ended December 31, 2011 and January 1, 2011.

Cash Flows from Operating Activitios
Net loss
Adjustmants to reconcile net loss to net cash
provided by operating acthvities:
Depreciation and amorlizalion
Provision for doubtful accounts
Deferred income tax (benefit) expense
Changas In assets and fabilitles:
{increase) decrease:
Nofes and accounts recetvabla
Supplies
Prepaid expenses end other
Other assels
Increass (decrease):
Accaunis payable and accrued expenses
Deferred income
Security deposils

Net cash provided by
operating activilles

GCash Flows from Invesling Activities
Dus to parent company and afffates
Purchases of equipment

Met cash used in
Investing activiifes

Net decrease in cash
Cash, beginning

Cash, ending

Supplemental Disclosure of Cash Flaw Infarmation:

Cash pald during the year for inferast

Summary of Changes in Accounting Principle Reclassificaiions:

December 31, 2011 January 1, 2011
Changes [n Changes In
Accounting Accounting
As Reported Principles As Reclassified As Repored Principles As Reclasslfied
$ (703376) $ {95,818) $  (789,195) & (177.720) (217,085} §  {394,785)
10,158,418 4,600 10,203,019 10,012,704 - 10,042,704
- 3,572,876 35712875 - 3,310,483 3,310,453
21,000 (2,174,258} (2,163,268) {4,000) (1,059,664} {1,063,664)
{4,345,148) £1,471,940) (5,817,088) {1.058,741) {2,062,643) (3,121,389)
(253,552) 113,083 (140,459) 1,490 8,454 9,944
135,230 309,384 174,614 74,017 23,917 97,994
18,336 {30,769) {11,433) 218,052 {13,915) 204,077
2,423,585 11,334 2,434,918 663,367 10,468 679,835
149,360 31,500 180,860 {268,811) - (258,811)
128,266 - 129,266 (77,396) - (71,396)
7,774,120 - 7,774,120 9,398,082 - 9,398,862
{7.355,706) . {7.355,706) {9,676,482) - (9,678,482)
{688,239} - {688,239} (571,615} - {671,615)
(8,043,845} - {8,043,845) 110,250,007} - {10.250,097)
(269,825) - (269,825} (851,135) - (851,135}
420,552 - 420,552 1.271,687 . 1,271,687
3 150,727 § - ) 150,727 5 420652 - $ 4205552
3 7,324,000 $ _7,324000 $_ 7,034,000 $ 7034000

Revenue Racoanition: In prior years, the Company recognized revenue from sales of individual
franchises and gain on sale of corporate operated centers utilizing the recognition paramsters set
forth under SAB Topic 104. On March 25, 2013, the Company adopted and refreactively changed its
revenue recognition principles based on FASB ASC Topic 952, Franchisors. The Company
previously recognized revenus from sales of individual franchises when the legal titfe was passed to
the franchisee. The Company adopted a change In its revenue recognition principle and now
recognizes revenue from sales of individual franchises when the legal title has passed to the
franchisee and all material services or conditions relating to the franchise have been substantially
performed by the Company, which generally ocours when the franchisee assumes operations of the

center.
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AAMCO Transmissions, Inc. and Subsidiaries

Notes to Consalidated Financial Statements

Note 3. Change in Accounting Principles {Gontinued)

Summary of Changes_in Accounting Pringiple Reclassifications {Continued):

Notes and Accounis Receivables: In prior years, the Company's allowance for unicollectible accounts
was established, when necessary, through charges to earnings in the form of a charge to bad debt
expense. Notes and accounts that were determined to be uncollectible were charged against the
allowance and required the Company to recognize additions ar reductions to management's
determination of the allowance for uncollectible accounts in the near term. On March 25, 2013, the
Company revised lis Notes and Accounts Receivables policy and retroactively changed its method
and policy of recognizing losses from uncollectible receivables In accordance with FASB ASC Topic
310, Receivables. The Company performed a detailed review of its notes and accounts receivable
portfolio and revised its estimate and method of recognizing losses from uncollectible receivables
primarily based on aging of the receivables, center performance, franchisee collection histary, credit
worthiness and collateral.

Supplles: On March 25, 2013, the Company adopted and refroactively changed Its method and
policy related to supply obsolescence and excess and slow-moving inventory shortage in accordance
with FASB ASC Topic 330, Inventory. The Company performed a detailed review of its supply
monitoring, supplles turnover and physical and perpetual count system and revised its estimate and
method of establishing proper allowance for obsolescence and excess and slow-moving supplies,

Other Changes In Accounting Principles: The Company also applied the changes in accounting
eslimate affected by the changes in accounting princlples to prepald expenses, other assels and
current liabilities by retroactively adjusting the carrying amount for the years ended December 31,
2011 and January 1, 2011.

Note 4. Related Party Transactions

The Company shares certain services with ADS and Cotiman, including services rendered by related
parlies, and the Company has both allocated and been allocated certain fees and expenses related to
these services.

ADS has an investment banking services agreement with an affillate of ACAS which provides for an
annual management fee of $825,000 effective March 7, 2008, a portion of which Is allocated to the
Company. Additionally, the Company pays the lenders an annual agency fee of $100,000 and the
Company relmburses shareholder’s expenses incurred on behalf of the Company. The investmeant
banking services agraement remains In effect as long as ACAS has an investment in any of the ADS debt
or equlty securities.

The Company has been allocated their share of these charges, which are reflected as related party fees
and expensas In the accompanying statement of operations. These charges consisted of the following:

2012 2011 2010
Management service fee $ 636,227 $ 783,760 § 703,725
Other management service expenses 65,621 211,145 185,325
3 701,848 & 004895 § 889,050
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AAMCO Transmissions, lnc. and Subsidiaries

Notes to Consolidated Financial Statements

Note 4. Related Party Transactions {Continued)

As of December 29, 2012, December 31, 2011 and January 1, 2011, the Company had a payable fo the
AAMCO National Creative Committee (*NCC”) of approximately $926,000, $1,127,000 and $488,000,
respectively, which is included in “accounts payable and accrued expenses” in the accompanying balance
sheet. NCC Is composed of all AAMCO franchisees, governed by twelve franchisees and three members
of the Company's management. in 2012, 2011 and 2010, collections from participating franchisees
exceeded loans from AAMCO. The franchisees are currently assessed a monthly charge of $150.

in addition, AAMCO has agreed 1o pay certaln fees io Coltman on revenues generated by converted
franchisees during the remaining term of the franchisee's pre-conversion franchise agreement. AAMCO
will pay additional compensation tled to the aggregate volume of converted franchisee locations. In 2012,
2011 and 2010, $775,000, 931,000 and $1,061,000, respectively, of fees were recorded pursuant to this
fee agreement.

Certain Company employees participate in an ADS stock option plan. During 2012, 2011 and 2010, the
Company was allocated $17,000, $65,000 and $99,000, respectively, of compensation expense forits
share of ADS's stock compensation plan,

Additionally, the Company has borrowed money in the form of a jong-term intercompany toan from ADS
and its affiliates. The intercompany loan arrangement does not Include a provisicn for an interest charge
and has no set maturity payment date. The intercompany loan balances are classified as “Due fo parent
company and affiliates” on the consolidated balance sheets.

Note 5. Commitments and Contingencies

Leasing Arrangements: The Company leases certain real property, equipment and automobites under
aperating leases expiring through 2016. Future minimum lease payments for the ensuing fiscal years are
as follows:

Years Ending

2013 $ 119,029
2014 114,500
2015 114,896
2016 111,716

In addition, the Company shares certain office space and equipment under ADS and Cottman leasing
arrangements and the Company has been allocated $506,000, $563,000 and $557,000 in rent expense
related to these leasing arrangements in 2012, 2011 and 2010, respectively. The Company incurred rent
expense of $858,0001n 2012, $888,000 in 2011 and $861,000In 2010 relating to all leasing
arrangements,

401(k) Plan: The Company has a 401(k) retirement plan {the “Plan) covering substantially all employees.
The Plan provides for a discretionary employer matching contribution. No matching discretionary
employer contributions were made In 2012 and 2011.

Litigation and Contingencies: The Company is a defendant In various legal matters and other clalms
arising In the normat course of business. In the opinion of management, the ultimate disposition of such
matters (to the extent not provided for by insurance of otherwise) will not have a material adverse effect
upon the Company’s financial position, results of operations and cash flows.
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AAMCO Transmissions, Inc. and Subsidiarles

Notes to Consolidated Financial Statements

Note 5. Commitments and Contingencles (Continued)

Joint and Several Liabllity Arrangements: The Company is jointly and severally liable for total debt
obligations by and among the Company, ADS and Cottman (collectively referred to as “Borrowers”). The
outstanding total debt obligations of the Borrowers under such arrangement were $100,570,974 at 2012,
$96,793,173 at 2011 and $100,204,978 at 2010. The debt obligations mature at various times through
January 31, 20168. The Botrowers were not in compliance with certain of its covenants {"Events of
Default”) under its debt obligations, and on November 6, 2013, the Lenders and the Borrowers executed
an amendment to the debt obligations and the Lenders provided a limited waiver to the Borrowers in
respect of Events of Default, subject to the terms and conditions of the amendment.

Note 6. Shareholder's Equity

Common Stock and Redeemable Preferred Stock: Contemporaneously with the March 7, 2006
acquisttion of AAMCO, ADS issued 484,800 shares of redeemable preferred stock and 158,735 shares of
common stock, $0.001 par value for net collective proceeds of $58,476,000. These proceeds have been
reflected as additional pald-in capital.

Note 7. Income Taxes

The total income tax expense (benefit) for periods ended December 29, 2012, December 31, 2011 and
January 1, 2011 s made up of the following:

2012 2011 2010
Current Proviston:
Federal $ - 8 - % -
State - - -
Total - - -
Deferred Provislon:
Federat 4,727,942 (1,614,943} (797,748}
State 1,675,880 (538,315) {265,916)
Total 6,303,022 (2,153,258) (1,063,664)

Total income tax expense (benefit) % 6,303,922 $ (2,158,258} $  (1,063,664)

The 2012 deferred tax expense reflects the recording of a valuation allowance against the Company’s
entire deferred tax assets. The Company recorded no current federal or state Income tax expense or
benefit in 2012, 2011, and 2010 due to net operating losses incurred in those years.

The major differences between statutory federal tax rate and offective tax rate are primarily a result of
valuation aflowances against deferred tax assets, state Income tax expense, and permanent differences.
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AAMCO Transmisslons, Inc. and Subsidiaries

Notes to Consolidated Financial Statements

Note 7. Income Taxes (Contlnued)

Deferred tax assets and llabilities consist of the following at December 28, 2012, December 31, 2011 and
January 1, 2011:

2012 2011 2010
Deferred tax assels
Net operating loss carryforward $ 7,678,262 § - $ -
Amortization, intanglble and other 1,437,683 6,393,922 4,659,664
Depreciation and other 2,050,080 {90,000) ' {508,000)
Total deferred 1ax assets before
valuation allowance 11,065,925 6,303,922 4,150,664
Less: valuation allowance (11,085,925) - -
Tolal deferred tax assets - 6,303,022 4,150,664
Total deferred liabilities - - -
Net deferred assets 3 - $ 6303022 §$ 4150,664

The realization of the deferred tax asset depends upon the Company'’s ability to generate sufficlent future
taxable Income. The Company has historically incurred net operating losses and is unable to carry back
net operating losses to previous tax years. In 2012, management concluded that based upon
consideration of all applicable evidence it is more likely than not that no portion of the deferred {ax asset
would be realized and therefore recorded a full valuation allowance for 2012, 1n 2011 and 2010,
management belleved that based upon consideration of all applicable evidence at that time it was more
likely than not that the entire deferred tax asset would be realized and therefore no valuation allowance
was recorded for 2011 and 2010. As of December 29, 2012, the Company had $-0- of federal net
operating losses.

The Company recognizas tax benefits of uncertain tax positions only when the posltion Is more likely than
not to be sustained assuming examination by tax authorities. The Company has analyzed its tax
positions and has concluded that no fiabillty for unrecognized tax benefits should be recorded related to
uncertain tax positions taken on returns filed for open tax years or expected to be taken on its current
year tax returns, The Company Is not aware of any tax posifions for which It Is reasonably possible lhat
{he total amounts of unrecognized tax benefits will change in the next twelve months. The Company is no
fonger subject to U.S. federal and state examinations for years prior to 2009. There are not current U.S.
federal or state Income tax examinations.

Note 8. Subsequent Events

The Company has evaluated its subsequent events (events occurring after December 29, 2012} through
November 13, 2013 which represents the date the financial statements were issued and determined that,
other than as mentioned below, there are no material subsequent events requiring adjustment to, or

disclosure in, the consolidated financial statements for the year ended December 29, 2012.

On October 10, 2013 AAMCO Transmission’s Inc.’s wholly-owned subsidiary Accel Advertising, Inc. was
mergad into AAMCO Transmissions, inc.

The Company Is fate In filing ihe Franchise Disclosure Document with various states and regulatory
authorizes, pending finalization of the 2012 financial statement audit.
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UNAUDITED FINANCIAL STATEMENTS

THESE FINANCIAL STATEMENTS HAVE BEEN PREPARED WITHOUT AN AUDIT.
PROSPECTIVE FRANCHISEES OR SELLERS OF FRANCHISES SHOULD BE ADVISED
THAT NO CERTIFIED PUBLIC ACCOUNTANT HAS AUDITED THESE FIGURES OR
EXPRESSED AN OPINION WITH REGARD TO THEIR CONTENT OR FORM.
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AAMCO Transmisslons, Inc, and Subsidiarles
Consolidated Balance Sheet
October 26, 2013

UNAUDITED

ASSETS

Current Assets
Cash $ .
Accounts receivable, net of allowance for uncollectable accounts of 58,636,783 3,827,477
Notes recelvable, net of allowance for uncollectible accounts of $4,251,845 1,590,893
Supplies 89,206
Prepaid expenses and other 158,551

Total current assets 5,666,127

Other Assefs
Notes receivable, noncurrent, net of allowance for uncollectible accounts of $0 3,941,082
Intangible asset, net of accumutated amortization of 367,760,897 51,435,692
Equipment, net 1,095,570
Other Assets 288,592

$ 62,427,063

LIABILITIES AND EQUITY

Current Liabilities

Notes payable s 538,943
Accounts payable and accrued expenses 3,720,880
Deferred income 1,284,060

Total current liabilities 5,543,883

Long term Liabiiities

Notes payable, non-current 688,536
Due to parent company and affiliates 26,741,933
Securlty deposits 1,918,450
Other long term liabilities 1,100,000
Total Long term Uabilities 30,448,919
Total liabHities 35,862,802

Stockholders' Equity

Common stock 2,617

Additional pald-in capital 58,476,383

Accumulated deficit (32,044,739}
26,434,261

$ 62,427,063




AAMCO Transmisslons, Inc. and Subsidlaries
ConscHdated $tatement of Operations

Ten Moaths Ended Qctober 26, 2013
UMAUDITED

Revenues
Service fees
Sales of equipment and supplies
eense and training feas
Other
Totak revenues

Expenses
Operating expenses
Cost of sales
Selling, generat and adminktrative
Total operating expenses

Income from operations before depreciation,

amortization and related party fees and expenses

Other operating expenses
Depreciation and amortizztfon
Related party fees and expenses

Total other operzting expenses

Income from operations
Other income {expenses)
Interest expense
Misceltaneous expense
Fotal other expenses
Loss before income tax benefit {expense)}

Incame tax benefit (expense), net

Netloss

Exhibit |

$ 21,592,391

$

1,382,287
122,000
1,075,166

24,171,834

935,050

14,705,375
15,640,455

8,531,379

6,920,253
678,182

75545

932,944

(8,030,504}
{4,644}

—(B,035,148]

{7,102,204}

{15,610)

{7,117,814)
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AAMCO Transmissions, Inc. and Subsidiaries
Consolidated Statement of Cash Flow

Ten Months Endad October 26, 2013
UNAUDITED

Cash Flows from Operating Activities

Net loss 5 (7,117,814)
Adjustments 1o reconclle net loss to net cash

provided by operating activities:

Depreciation and amortization 6,920,253

. Provision for doubtful accounts 1,694,746
Changes In assets and liabilities:

{Increase) decrease:

Notes and accounts receivable _ {4,008,684)
Supplies 108,179
Prepaid expenses and other (31,728)
Other assets (59,1%0)
Increase (decrease}):
Accounts payable and accrued expenses (2,712,011)
Deferred income 657,986
Security deposits (138,327)
Net cash provided by operating activities {4,686,588)

Cash Flows From Investing Activities

Issuance of notes payable 233,591
Due to parent company and affillates 4,393,196
Purchases of equipment 9,439
Net cash used in ihvesting activities 4,636,226

Net decrease in cash {50,362)
Cash, beginning 50,362
Cash, ending S -

e |

Supplemental Disclosure of Cash Flow Information:
Cash pald during the year for interest $ 5,444,270
e r————



