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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549

FORM 10-Q

þ QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES
EXCHANGE ACT OF 1934

For the Quarterly Period Ended June 30, 2009
OR

o TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES
EXCHANGE ACT OF 1934

For the Transition Period From                      to                     
Commission File Number 000-28820

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

Washington
(State or other jurisdiction of

incorporation or organization)

91-1696175
(I.R.S. Employer

Identification Number)

234 Ninth Avenue North
Seattle, Washington

(Address of principal executive offices)

98109
(Zip Code)

(206) 624-3357
(Registrant�s Telephone Number, Including Area Code)

(Former Name, Former Address and Former Fiscal Year, if Changed Since Last Report)
     Indicate by check whether the registrant: (1) has filed all reports required to be filed by Section 13 or 15(d) of the
Securities Exchange Act of 1934 during the preceding 12 months (or for such shorter period that the registrant was
required to file for such reports), and (2) has been subject to such filing requirements for the past 90 days. Yes þ No o
     Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Web site, if
any, every Interactive Data File required to be submitted and posted pursuant to Rule 405 of Regulation S-T
(§232.405 of this chapter) during the preceding 12 months (or for such shorter period that the registrant was required
to submit and post such files). Yes o No o
     Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated
filer, or a smaller reporting company. See the definitions of �large accelerated filer,� �accelerated filer� and �smaller
reporting company� in Rule 12b-2 of the Exchange Act. (Check one):

Large accelerated filer o Accelerated filer þ Non-accelerated filer   o
(Do not check if a smaller reporting company)

Smaller reporting company þ
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     Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act).
Yes o No þ
     As of July 31, 2009, there were 26,454,592 shares of the Company�s common stock issued and outstanding.
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EXPLANATORY NOTE
     Unless otherwise indicated or the context otherwise requires, all references in this Quarterly Report on Form 10-Q
to �we,� �us,� �our,� �Jones,� �Jones Soda,� and the �Company� are to Jones Soda Co.®, a Washington corporation, and our
wholly-owned subsidiaries Jones Soda Co. (USA) Inc., Jones Soda (Canada) Inc., myJones.com Inc. and Whoopass
USA Inc.
     In addition, unless otherwise indicated or the context otherwise requires, all references in this Quarterly Report to
�Jones Soda� and �Jones Pure Cane Soda� refer to our premium soda sold under the trademarked brand name �Jones Soda
Co.�

CAUTIONARY NOTICE REGARDING FORWARD-LOOKING STATEMENTS
     We desire to take advantage of the �safe harbor� provisions of the Private Securities Litigation Reform Act of 1995.
This Quarterly Report on Form 10-Q (Report) and the documents incorporated herein by reference contain a number
of forward-looking statements that reflect management�s current views and expectations with respect to our business,
strategies, products, future results and events, and financial performance. All statements made in this Report other
than statements of historical fact, including statements that address operating performance, the economy, events or
developments that management expects or anticipates will or may occur in the future, including statements related to
distributor channels, volume growth, revenues, profitability, new products, adequacy of funds from operations, cash
flows and financing, our ability to continue as a going concern, statements expressing general optimism about future
operating results and non-historical information, are forward-looking statements. In particular, the words such as
�believe,� �expect,� �intend,� �anticipate,� �estimate,� �may,� �will,� �can,� �plan,� �predict,� �could,� �future,� variations of such words, and
similar expressions identify forward-looking statements, but are not the exclusive means of identifying such
statements and their absence does not mean that the statement is not forward-looking.
     Readers should not place undue reliance on these forward-looking statements, which are based on management�s
current expectations and projections about future events, are not guarantees of future performance, are subject to risks,
uncertainties and assumptions and apply only as of the date of this Report. Our actual results, performance or
achievements could differ materially from historical results as well as the results expressed in, anticipated or implied
by these forward-looking statements. In particular, our operating results may fluctuate due to a number of factors,
including, but not limited to, the following:

� Our ability to achieve levels of revenue and cost reductions that are adequate to support our capital
and operating requirements in order to continue as a going concern;

� Our inability to generate sufficient cash flow from operations, or to obtain funds through additional
financing, to support our business plan, which may force us to delay, curtail or eliminate some or all
of our product development, marketing or distribution programs or to pursue various other strategies
and strategic alternatives to secure additional financing;

� Our ability to manage our resources and successfully execute our business plan;

� Our ability to implement our business plan in the current global economic crisis, which could
adversely affect demand for our products and make it more difficult for us to secure additional
financing, if necessary;

� Our inability to sustain compliance with the continued listing requirements of The Nasdaq Capital
Market, including the $1 minimum bid price requirement, which could result in delisting of our
common stock and adversely affect its market price and liquidity;

� Our ability to establish and maintain successful relationships with reliable distributors, retailers and
brokers;
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� Our ability to establish long-term agreements with our distributors and our ability to attract and
maintain key distributors;

� Our ability to carefully manage our inventory levels and to predict the timing and amount of our
sales;

� Our ability to establish and maintain distribution arrangements directly with retailers and national
retail accounts, on which our business plan and future growth are dependent in part;

� Our ability to successfully launch Jones GABA and develop points of distribution for this product;

� The inability of our exclusive manufacturer and distributor (National Beverage Corp.) of Jones Soda
8-ounce and 12-ounce cans and 1-liter PET bottles in the grocery and mass merchant channel to
perform adequately, which could impair our ability to meet demand in the CSD industry;

3
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� Our ability to realize the benefits expected from our sponsorship agreements, to which we have dedicated, and

expect to continue to dedicate, significant resources;

� Our reliance on third-party packers of our products, which could make management of our marketing and
distribution efforts inefficient or unprofitable;

� Our ability to secure a continuous supply and availability of raw materials, as well as other factors affecting our
supply chain;

� Our ability to source our flavors on acceptable terms from our key flavor suppliers;

� Our ability to maintain brand image and product quality and the risk that we may suffer other product issues
such as product recalls;

� Our ability to attract and retain key personnel, which would directly affect our efficiency and results of
operations;

� Our inability to protect our trademarks, patents and trade secrets, which may prevent us from successfully
marketing our products and competing effectively;

� Litigation or legal proceedings (including pending securities class actions), which could expose us to
significant liabilities and damage our reputation;

� Our inability to build and sustain proper information technology infrastructure;

� Our inability to create and maintain brand name recognition and acceptance of our products, which are critical
to our success in our competitive, brand-conscious industry;

� Our ability to compete successfully against much larger, well-funded, established companies currently
operating in the beverage industry;

� Our inability to continue developing new products to satisfy our consumers� changing preferences; and

� Our ability to comply with the many regulations to which our business is subject.
     For a more detailed discussion of some of the factors that may affect our business, results and prospects, see
�Item 1A. Risk Factors� in our Annual Report on Form 10-K for the year ended December 31, 2008 filed with the
Securities and Exchange Commission on March 16, 2009. Readers are also urged to carefully review and consider the
various disclosures made by us in this Report and in our other reports we file with the Securities and Exchange
Commission, including our periodic reports on Form 10-Q and current reports on Form 8-K, and those described from
time to time in our press releases and other communications, which attempt to advise interested parties of the risks and
factors that may affect our business, prospects and results of operations. Except as required by law, we undertake no
obligation to publicly update or revise any forward-looking statements, whether as a result of new information, future
events or otherwise.
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PART I � FINANCIAL INFORMATION
ITEM 1. FINANCIAL STATEMENTS

JONES SODA CO.
CONDENSED CONSOLIDATED BALANCE SHEETS

(In thousands, except share data)

June 30,
December

31,
2009 2008

(Unaudited)
ASSETS

Current assets:
Cash and cash equivalents $ 7,146 $ 11,736
Short-term investments � 890
Accounts receivable, net of allowance of $167 and $330 4,063 2,428
Inventory 3,696 5,654
Prepaid expenses and other current assets 1,037 1,410

Total current asset 15,942 22,118
Deferred income tax asset 100 98
Other assets 1,572 �
Fixed assets, net of accumulated depreciation of $3,778 and $3,364 1,731 2,099

Total assets $ 19,345 $ 24,315

LIABILITIES AND SHAREHOLDERS� EQUITY
Current liabilities:
Accounts payable $ 1,394 $ 1,469
Accrued liabilities 1,906 2,788
Taxes payable 17 34
Capital lease obligations, current portion 160 153

Total current liabilities 3,477 4,444
Capital lease obligations 240 321
Long term liabilities � other 58 75
Commitments and contingencies
Shareholders� equity:
Common stock, no par value:
Authorized - 100,000,000 issued and outstanding shares � 26,454,592 and
26,460,409 at June 30, 2009 and December 31, 2008, respectively 43,925 43,924
Additional paid-in capital 5,484 5,044
Accumulated other comprehensive income (loss) 143 (79)
Accumulated deficit (33,982) (29,414)

Total shareholders� equity 15,570 19,475

Total liabilities and shareholders� equity $ 19,345 $ 24,315

See accompanying notes to condensed consolidated financial statements.
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JONES SODA CO.
CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS

(Unaudited)
(In thousands, except share data)

Three Month Ended June
30, Six Months Ended June 30,

2009 2008 2009 2008
Revenue $ 7,482 $ 11,699 $ 14,554 $ 21,103
Cost of goods sold 5,426 8,718 11,053 16,200

Gross profit 2,056 2,981 3,501 4,903
Licensing revenue 23 58 51 109
Operating expenses:
Promotion and selling 2,241 3,482 4,561 6,484
General and administrative 1,759 2,227 3,560 5,087

4,000 5,709 8,121 11,571

Loss from operations (1,921) (2,670) (4,569) (6,559)
Other (expense) income, net: (21) 87 � 235

Loss before income tax (1,942) (2,583) (4,569) (6,324)
Income tax benefit (expense)
Current (3) (150) 24 (262)
Deferred (22) � (23) �

(25) (150) 1 (262)

Net loss $ (1,967) $ (2,733) $ (4,568) $ (6,586)

Net loss per share:
Basic and diluted $ (0.07) $ (0.10) $ (0.17) $ (0.25)

Weighted average basic and diluted common
shares outstanding: 26,454,592 26,347,955 26,455,582 26,306,801

See accompanying notes to condensed consolidated financial statements.
6
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JONES SODA CO.
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

(Unaudited)
(In thousands)

Six months ended June 30,
2009 2008

OPERATING ACTIVITIES:
Net loss $ (4,568) $ (6,586)
Adjustments to reconcile net loss to net cash used in operating activities:
Depreciation and amortization 424 324
Stock-based compensation 441 330
Change in allowance for doubtful accounts (163) (92)
Loss on disposal of fixed assets 21 �
Deferred income tax 22 22
Other 39 278
Changes in operating assets & liabilities:
Accounts receivable (1,264) (2,541)
Inventory 1,828 (2,390)
Prepaid expenses and other current assets 364 (676)
Other assets (1,424) �
Accounts payable (128) 1,941
Accrued liabilities (903) 1,873
Taxes payable (16) (203)

Net cash used in operating activities (5,327) (7,720)
INVESTING ACTIVITIES:
Purchase of fixed assets (82) (283)
Sales of short-term investments � net 890 2,436
Sales of fixed assets 5 �

Net cash provided by investing activities 813 2,153
FINANCING ACTIVITIES:
Proceeds from exercise of options 1 69
Repayment of capital lease obligations (75) (85)

Net cash used in financing activities (74) (16)

Net decrease in cash and cash equivalents (4,588) (5,583)
Effect of exchange rate changes on cash (2) �
Cash and cash equivalents, beginning of period 11,736 17,858

Cash and cash equivalents, end of period $ 7,146 $ 12,275

Supplemental disclosure:
Cash paid (received) during period for:
Interest $ (11) $ (294)
Income taxes $ 1 $ 327
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JONES SODA CO.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

(Unaudited)
1. Nature and Operations and Summary of Significant Accounting Policies
     Jones Soda Co.® develops, produces, markets, licenses and distributes premium beverages and related products.
Our primary product lines include the brands Jones Pure Cane Soda�;, a premium soda; Jones 24C�, an enhanced water
beverage; Jones GABA®, a functional tea juice blend launched in February 2009, Jones Organics�, a ready to drink
organic tea; Jones Naturals®, a non-carbonated juice and tea drink; and WhoopAss Energy Drink® , a high energy
drink. We are a Washington corporation and have three operating subsidiaries, Jones Soda Co. (USA) Inc., Jones Soda
(Canada) Inc., and myJones.com Inc., as well as one non-operating subsidiary, Whoopass USA Inc.
Basis of presentation and consolidation
     The accompanying condensed consolidated balance sheet as of December 31, 2008, which has been derived from
audited consolidated financial statements, and the unaudited interim condensed consolidated financial statements as of
June 30, 2009, have been prepared in accordance with accounting principles generally accepted in the United States of
America (GAAP) and the Securities and Exchange Commission (SEC) rules and regulations applicable to interim
financial reporting. The condensed consolidated financial statements include the accounts of the Company and its
wholly owned subsidiaries. All intercompany transactions between the Company and its subsidiaries have been
eliminated in consolidation.
     In the opinion of management, the accompanying unaudited condensed consolidated financial statements contain
all material adjustments, consisting only of those of a normal recurring nature, considered necessary for a fair
presentation of our financial position, results of operations and cash flows at the dates and for the periods presented.
The operating results for the interim periods presented are not necessarily indicative of the results expected for the full
year. These financial statements should be read in conjunction with the audited financial statements and notes thereto
included in the Company�s Annual Report on Form 10-K for the fiscal year ended December 31, 2008.
Use of estimates
     The preparation of the condensed consolidated financial statements requires management to make a number of
estimates and assumptions relating to the reported amounts of assets and liabilities and the disclosure of contingent
assets and liabilities at the date of the condensed consolidated financial statements and the reported amounts of
revenue and expenses during the reporting period. Actual results could differ from those estimates.
Seasonality
     Our sales are seasonal and we experience significant fluctuations in quarterly results as a result of many factors.
We historically have generated a greater percentage of our revenues during the warm weather months of April through
September. Timing of customer purchases will vary each year and sales can be expected to shift from one quarter to
another. As a result, management believes that period-to-period comparisons of results of operations are not
necessarily meaningful and should not be relied upon as any indication of future performance or results expected for
the fiscal year.
Recently issued accounting pronouncements
     In April 2009, the Financial Accounting Standards Board (FASB) issued Staff Position (FSP) FAS 107-1 and APB
28-1, Interim Disclosures about Fair Value of Financial Instruments, which amends Statement of Financial
Accounting Standard (SFAS) No. 107, Disclosures about Fair Value of Financial Instruments, and Accounting
Principles Board Opinion 28, Interim Financial Reporting, to require disclosures about fair value of financial
instruments for interim financial statements as well as in annual financial statements. The FSP was effective for us for
the quarter ended June 30, 2009. The adoption of FSP FAS 107-1/APB 28-1 did not have an impact on our condensed
consolidated financial statements.
     In April 2009, the FASB issued FSP FAS 115-2 and FAS 124-2, Recognition and Presentation of
Other-Than-Temporary Impairments, which provides guidance in determining whether impairments in debt securities
are other than temporary, and modifies the presentation and disclosures surrounding such instruments. The FSP was
effective for us for the quarter ended June 30, 2009. The adoption of FSP FAS 115-2/FAS 124-2 did not have an
impact on our condensed consolidated financial statements.
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     In May 2009, the FASB issued SFAS No. 165, Subsequent Events, which establishes guidance related to
accounting for and disclosure of events that happen after the date of the balance sheet but before the release of the
financial statements. This statement is effective for us for the quarter ended June 30, 2009. SFAS 165 did not have an
impact on our condensed consolidated financial statements.
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     In June 2009, the FASB issued SFAS No. 168, The FASB Accounting Standards Codification and the Hierarchy of
Generally Accepted Accounting Principles. SFAS 168 will become the single source of authoritative nongovernmental
GAAP, superseding existing FASB, American Institute of Certified Public Accountants (AICPA), Emerging Issues
Task Force (EITF), and related accounting literature. SFAS 168 reorganizes the thousands of GAAP pronouncements
into roughly 90 accounting topics and displays them using a consistent structure. Also included is relevant SEC
guidance organized using the same topical structure in separate sections. SFAS 168 will be effective for financial
statements issued for reporting periods that end after September 15, 2009. This will have an impact on the Company�s
financial statement disclosures since all future references to authoritative accounting literature will be referenced in
accordance with SFAS 168.
Liquidity
     As of June 30, 2009, we had cash and cash-equivalents of approximately $7.1 million and working capital of
$12.5 million. Cash used in operations during the six months ended June 30, 2009 totaled $5.3 million, of which
approximately $1.0 million was used in the quarter ended June 30, 2009. Our cash flows vary throughout the year
based on seasonality. We traditionally use more cash in the first half of the year as we build inventory to support our
historically seasonally-stronger shipping months of April through September, and expect cash used by operating
activities to decrease in the second half of the year as we collect receivables generated during our stronger shipping
months. In addition, the cash used in the first half of 2009 included approximately $1.6 million ($446,000 used in the
quarter ended June 30, 2009) to purchase raw materials under the terms of our amended Pharma GABA supply
agreement. As discussed below, we expect our GABA purchase requirements to be substantially lower for the
remainder of the year. We incurred a net loss of $4.6 million and accumulated deficit increased to $34.0 million as of
June 30, 2009.
     Our ability to execute on our operating plan and to manage our costs in light of developing economic conditions
and the performance of our business continues to be critical to the success of our Company. We took into account
several factors in developing our operating plan for the next twelve months and beyond (which we refer to in this
section as our operating plan or our plan). We gave careful consideration to the macroeconomic factors stemming
from the global economic downturn understanding that the current economic conditions are likely to persist as the
year progresses. The beverage industry, and particularly those companies selling premium beverages like us, can be
affected by macroeconomic factors, including changes in national, regional, and local economic conditions,
unemployment levels and consumer spending patterns, which together may impact the willingness of consumers to
purchase our products as they adjust their discretionary spending. Although we believe we had made conservative
assumptions regarding our case sales volumes in our original operating plan, we have had to further refine our
estimated case sales as discussed below.
     In addition, our plan factors in a modest launch of our new product, Jones GABA, both in terms of expected case
sales and costs relating to promotion allowances and slotting fees and other promotional expenses. A portion of our
cash used in operating activities during the first and second quarters was the result of our launch of Jones GABA in
February 2009. These costs, contemplated in our operating plan, of approximately $1.6 million were used to purchase
raw materials under the terms of our amended Pharma GABA supply agreement, with the final payment made in
July 2009 of $149,000. We believe we purchased sufficient GABA raw materials to supply our needs for the
foreseeable future. Moreover, under our plan, we do not believe we are dependent on the launch of Jones GABA to
generate sufficient cash flow from operations.
     Our operating plan also takes into account a change in our strategic direction with an emphasis on our
higher-margin core products, including our Jones Pure Cane Soda glass bottle business, and less emphasis on our
canned soda (or CSD) business, which is a lower margin business for us. In the prior year, we continued to incur
significant promotional allowances and slotting fees in building our CSD business, but our CSD business did not
generate sales volumes commensurate with these costs. We believe using promotional allowances as a way to promote
our core products, while judiciously using slotting fees to gain access on new products, is a more balanced strategy in
this economy. As a result, our plan provides for the re-allocation of a portion of our promotional allowance and
slotting fee costs to our core glass bottle business and the rollout of our new product, Jones GABA, as well as an
overall reduction in our promotional allowance and slotting fees.
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     With respect to our operating expenses, our original operating plan also takes into account the cost containment
measures we implemented in the fourth quarter of 2008 and early 2009, including reductions in workforce resulting in
a combined 40% headcount reduction. Additionally, our executive level positions were reduced as a result of the
departure of our former Chief Executive Officer, Stephen Jones, effective May 1, 2009, and our former Executive
Vice President of Sales, Thomas O�Neill, who resigned in April 2009. We believe these cost containment measures,
our decision to proceed with fewer executive level positions, and additional cost containment measures to be put into
effect in the third quarter of 2009 further align our cost structure with our revised revenue expectations. Our operating
expenses for the first half of 2009 are 30% lower, a reduction of $3.5 million, compared to the first half of 2008, and
we expect to achieve similar results in the future quarters of this year in comparison to the prior year periods.
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     Finally, our operating plan factors in the use of our cash to meet our contractual obligations for 2009 totaling
approximately $8.8 million. A substantial portion of these contractual obligations (approximately 82% of the total for
2009) consist of obligations to purchase raw materials, including approximately $5 million in sugar under our supply
agreements with our three pure cane sugar suppliers and approximately $1.8 million in glass under our supply
agreement with our glass supplier. We enter into these supply agreements in order to fix the cost of these key raw
materials, which we expect will be used in the ordinary course of our business in 2009 and beyond. Our purchase
obligations also included a commitment under our amended Pharma GABA supply agreement to order approximately
$1.8 million of Pharma GABA by December 31, 2008 and, on or before January 31, 2009, to pay 50% of that amount,
with the remaining portion to be paid in six equal monthly installments commencing on February 24, 2009 and ending
July 26, 2009.
     Our current operating plan does not depend upon obtaining financing. However, if our sales volumes further
decline in a material way from our expectations, as a result of worsening economic conditions or otherwise, and we
are not able to further reduce our costs by a sufficient amount, we may be unable to generate enough cash flow from
operations to cover our working capital and capital expenditure requirements. If that happens, we would need to seek
to obtain funds through additional financing or by securing a credit facility, which may not be available to us on
acceptable terms, if at all. In this regard, in November 2008, our $15 million line of credit was terminated and is no
longer available to us. We have explored different borrowing alternatives with Key Bank, the lender under that
facility, and other parties, but to date determined that the terms of these alternatives were not acceptable. We continue
to monitor whether credit facilities may be available to us on acceptable terms. We may also pursue various other
strategies to secure any necessary additional financing, which may include, without limitation, public or private
offerings of debt or equity securities, joint ventures with one or more strategic partners and other strategic alternatives,
though there can be no assurance that our efforts in this regard will result in any agreements or transactions.
     As we have moved into the historically seasonally-stronger shipping months of April to September, we have
gained insight into developing economic conditions and the severity of the impact of those conditions on our business.
As a result, as of the date of our quarterly report for the first quarter of 2009, we had refined our operating plan to
contemplate lower case sales through the remainder of 2009 than we had anticipated at the beginning of the year.
However, case sales in the second quarter of 2009 have been even lower than our revised expectations. Therefore, as
of the date of this report, we have further refined our operating plan from last quarter to contemplate even lower case
sales through the remainder of 2009. We are also planning further cost containment measures for the third quarter of
2009. With these further adjustments, we believe that our revised 12-month operating plan, with its foundation built
upon the broader macroeconomic factors, allows us to meet our anticipated cash needs for the next 12 months and
beyond. We intend to continually monitor and adjust our business plan as necessary to respond to developments in our
business, our markets and the broader economy. However, despite the further refinements we have made to our
operating plan and the additional cost containment measures we intend to implement in the third quarter, we may no
longer have sufficient margin in our plan to absorb further material declines against our expectations with regard to
the economy or our business. We believe our revised operating plan already includes the majority of attainable cost
cutting measures, which places greater emphasis on the need to meet our case sales projections in order to effectively
operate our business. The economic conditions so far in 2009 have made forecasting demand for our products much
more difficult, so there is uncertainty regarding our ability to meet our revised case sales projections. This uncertainty,
together with our inability to implement further meaningful cost containment measures beyond those we intend to
undertake in the third quarter and the extremely difficult environment in which to obtain additional equity or debt
financing, raise substantial doubt about our ability to continue as a going concern. Our financial statements for the
quarter ended June 30, 2009 were prepared assuming we would continue as a going concern, which contemplates the
realization of assets and the settlement of liabilities and commitments in the normal course of business. The
accompanying consolidated financial statements do not include any adjustments to reflect the possible future effects
on the recoverability and classification of assets or the amounts and classifications of liabilities that could result
should we be unable to continue as a going concern.

Reclassifications
     Certain reclassifications have been made to the prior period balances to conform to the current period presentation.
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2. Inventory
     Inventory consists of the following (in thousands):

June 30,
December

31,
2009 2008

Finished goods $ 2,093 $ 3,709
Raw materials 1,603 1,945

$ 3,696 $ 5,654
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3. Other Assets
     Other assets as of June 30, 2009, totaling $1.6 million, consists of GABA raw materials inventory purchased in
conjunction with our Pharma GABA supply agreement and represents the amount of inventory in excess of our
forecasted inventory demands for the next twelve months included in inventory within current assets. We believe we
purchased sufficient GABA raw materials to supply our needs for the foreseeable future.
4. Stock-Based Compensation
     Under the terms of our 2002 Stock Option and Restricted Stock Plan (the Plan), our Board of Directors may grant
restricted stock or options awards, which are typically granted at the closing price of our stock on the date of grant for
a five-year or ten-year term, to employees, officers, directors and consultants. Options generally vest over a period of
forty-two months, with the first 1/7th vesting six months from the grant date and the balance vesting in equal amounts
every six months thereafter. Restricted stock vests over a period of forty-two months in equal amounts every six
months. At June 30, 2009, there were 462,420 shares of unissued common stock authorized and available for issuance
under the Plan.
(a) Stock options:
     A summary of our stock option activity is as follows:

Weighted-
Weighted- average
Average remaining

Number of exercise contractual

shares price
life

(years)
Outstanding balance at December 31, 2008 1,459,358 $ 4.90
Options granted 744,250 0.80
Options exercised (1,429) (0.37)
Options cancelled/expired (398,104) (4.46)

Outstanding balance at June 30, 2009 1,804,075 3.44 7.16

Exercisable, June 30, 2009 768,123 5.49 4.42
Vested and expected to vest 1,671,983 $ 3.56
     For the three and six months ended June 30, 2009, we received $0 and $529 in cash proceeds from stock option
exercises, respectively. We received $24,000 and $69,000 for the three and six months ended June 30, 2008,
respectively.
(b) Restricted stock awards:
     A summary of our restricted stock activity is as follows:

Weighted- Weighted-
Average Average

Restricted
Grant
Date Contractual

Shares Fair Value Life
Non-vested restricted stock at December 31, 2008 80,978 $ 6.48 8.97 yrs
Granted � �
Vested (12,475) 6.88
Cancelled/forfeited (21,307) 6.43

Non-vested restricted stock at June 30, 2009 47,196 $ 6.35 8.49 yrs
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     For the three and six months ended June 30, 2009, a total of 0 shares and 1,683 shares, with an average market
value per share of $2.25, were withheld by the Company as payment for withholding taxes due in connection with the
vesting of restricted stock awards issued under the Plan.
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(c) Stock-based compensation expense:
     We account for stock-based compensation in accordance with SFAS No. 123(R), Share-Based Payment, using the
fair-value based method. Stock-based compensation expense is recognized using the straight-line attribution method
over the employees� requisite service period.
     The following table summarizes the stock-based compensation expense, which includes reversal of unamortized
compensation for terminated employees and changes in forfeiture rate estimates (in thousands):

Three months ended June
30,

Six months ended June
30,

2009 2008 2009 2008
Type of awards:
Stock options $ 138 $ 34 $ 364 $ 364
Restricted stock 7 (119) 77 (34)

$ 145 $ (85) $ 441 $ 330

Income statement account:
Promotion and selling $ (13) $ (30) $ 98 $ 117
General and administrative 158 (55) 343 213

$ 145 $ (85) $ 441 $ 330

     We employ the following key weighted-average assumptions in determining the fair value of stock options, using
the Black-Scholes option pricing model:

Six months ended June 30,
2009 2008

Expected stock price volatility 87.36% 71.1%
Risk free interest rate 2.2% 2.7%
Expected term (in years) 5.9 4.5
Expected dividend yield 0.0% 0.0%

Weighted-average grant date fair value $ 0.59 $ 1.97
     The aggregate intrinsic value of stock options outstanding at June 30, 2009 and 2008 was $281,000 and $117,000
and for options exercisable was $16,000 and $104,000, respectively. The intrinsic value of outstanding and
exercisable stock options is calculated as the quoted market price of the stock at the balance sheet date less the
exercise price of the option.
     At June 30, 2009, the unrecognized compensation expense related to stock options and non-vested restricted stock
was $861,000 and $208,000, respectively, which is to be recognized over weighted-average periods of 2.6 years and
2.0 years, respectively.
5. Commitments and contingencies
  Legal proceedings
     On September 4, 2007, a putative class action complaint was filed against us, our then serving chief executive
officer, and our then serving chief financial officer in the U.S. District Court for the Western District of Washington,
alleging claims under Section 10(b) and 20(a) of the Securities Exchange Act of 1934, as amended, and Rule 10b-5
promulgated thereunder. The case is entitled Saltzman v. Jones Soda Company, et al., Case No. 07-cv-1366-RSL, and
purports to be brought on behalf of a class of purchasers of our common stock during the period March 9, 2007 to
August 2, 2007. Six substantially similar complaints subsequently were filed in the same court, some of which alleged
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claims on behalf of a class of purchasers of our common stock during the period November 1, 2006 to August 2, 2007.
Some of the subsequently filed complaints added as defendants certain current and former directors and another
former officer of the Company. The complaints generally alleged violations of federal securities laws based on,
among other things, false and misleading statements and omissions about our financial results and business prospects.
The complaints sought unspecified damages, interest, attorneys� fees, costs, and expenses. On October 26, 2007, these
seven lawsuits were consolidated as a single action entitled In re Jones Soda Company Securities Litigation, Case
No. 07-cv-1366-RSL. On March 5, 2008, the Court
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appointed Robert Burrell lead plaintiff in the consolidated securities case. On May 5, 2008, the lead plaintiff filed a
First Amended Consolidated Complaint, which purports to allege claims on behalf of a class of purchasers of our
common stock during the period of January 10, 2007, to May 1, 2008, against the Company and Peter van Stolk, our
former Chief Executive Officer, former Chairman of the Board, and former director. The First Amended Consolidated
Complaint generally alleges violations of federal securities laws based on, among other things, false and misleading
statements and omissions about our agreements with retailers, allocation of resources, and business prospects.
Defendants filed a motion to dismiss the amended complaint on July 7, 2008. After hearing oral argument on
February 3, 2009, the Court granted the motion to dismiss in its entirety on February 9, 2009. Plaintiffs filed a motion
for leave to file an amended complaint on March 25, 2009. On June 22, 2009, the Court issued an order denying
plaintiffs� motion for leave to amend and dismissed the case with prejudice. On July 7, 2009, the Court entered
judgment in favor of the Company and Mr. van Stolk. On August 5, 2009, plaintiffs filed a notice of appeal of the
Court�s orders dismissing the complaint and denying plaintiffs� motion for leave to amend, and the resulting July 7,
2009 judgment.
     In addition, on September 5, 2007, a shareholder derivative action was filed in the Superior Court for King County,
Washington, allegedly on behalf of and for the benefit of the Company, against certain of our former officers and
current and former directors. The case is entitled Cramer v. van Stolk, et al., Case No. 07-2-29187-3 SEA (Cramer
Action). The Company also was named as a nominal defendant. Four other shareholders filed substantially similar
derivative cases. Two of these actions were filed in Superior Court for King County, Washington. One of these two
Superior Court actions has been voluntarily dismissed and the other has been consolidated with the Cramer Action
under the caption In re Jones Soda Co. Derivative Litigation, Lead Case No. 07-2-31254-4 SEA. On April 28, 2008,
plaintiffs in the consolidated action filed an amended complaint based on the same basic allegations of fact as in the
federal securities class actions and alleging, among other things, that certain of our current and former officers and
directors breached their fiduciary duties to the Company and were unjustly enriched in connection with the public
disclosures that are the subject of the federal securities class actions. On May 2, 2008, the Court signed a stipulation
and order staying the proceedings in the consolidated Cramer Action until all motions to dismiss in the consolidated
federal securities class action have been adjudicated.
     The two remaining shareholder derivative actions were filed in the U.S. District Court for the Western District of
Washington. On April 10, 2008, the Court presiding over the federal derivative cases consolidated them under the
caption Sexton v. van Stolk, et al., Case No. 07-1782RSL (Sexton Action), and appointed Bryan P. Sexton lead
plaintiff. The Court also established a case schedule, which, among other things, set the close of fact discovery as
January 4, 2009, and set a trial date of May 4, 2009. The actions comprising the consolidated Sexton Action are based
on the same basic allegations of fact as in the securities class actions filed in the U.S. District Court for the Western
District of Washington and the Cramer Action, filed in the Superior Court for King County. The actions comprising
the Sexton Action allege, among other things, that certain of our current and former directors and officers breached
their fiduciary duties to the Company and were unjustly enriched in connection with the public disclosures that are the
subject of the federal securities class actions. The complaints seek unspecified damages, restitution, disgorgement of
profits, equitable and injunctive relief, attorneys� fees, costs, and expenses. On June 3, 2008, the parties filed a joint
motion to stay the Sexton Action until all motions to dismiss in the federal securities class action have been
adjudicated. On June 5, 2008, the Court granted the motion and stayed the Sexton action.
     The Cramer Action and Sexton Action are derivative in nature and do not seek monetary damages from the
Company. However, the Company may be required, throughout the pendency of the action, to advance payment of
legal fees and costs incurred by the defendants and the litigation may result in significant obligations for payment of
defense costs and indemnification.
     We are unable to predict the outcome of the actions described above. However, we do not anticipate these actions
will result in significant liability or will have a material adverse effect on our business, results of operations, or
financial condition.
     On August 27, 2008, Advanced Business Strategies (�ABS�) filed a Complaint for Damages against the Company in
the Circuit Court for the State of Oregon for breach of contract and breach of implied covenant of good faith and fair
dealing, seeking damages in excess of $1.1 million. ABS alleged that we improperly terminated their agreement to
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provide us with certain sales and marketing services. On October 1, 2008, we filed a Notice of Removal from the State
Court to the United States District Court, District of Oregon. Our answer to the claims was filed on October 8, 2008;
we alleged that we were entitled to terminate the agreement due to ABS� material breach of the agreement and that
ABS had failed to mitigate its alleged damages. We entered into a Settlement Agreement with ABS effective May 29,
2009, under which we will make payments to ABS through July 1, 2010 totaling $225,000, plus pay a $0.05 per case
royalty for cases in excess of 2.2 million in 2010 and 3.2 million in 2011. The Settlement Agreement did not
constitute any admission of liability but was a compromise of a disputed claim. All claims between the parties have
been released and a Stipulation of Dismissal was filed on June 9, 2009. As of June 30, 2009, the remaining accrued
settlement balance was $125,000.
     In addition to the matters above, we are or may be involved from time to time in various claims and legal actions
arising in the ordinary course of business, including proceedings involving product liability claims and other
employee claims, and tort and other general liability claims, for which we carry insurance, as well as trademark,
copyright, and related claims and legal actions. In the opinion of our management, the ultimate disposition of these
matters will not have a material adverse effect on our consolidated financial position, results of operations or liquidity.
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6. Segment Information
     We have one operating segment with operations primarily in the United States and Canada. Sales are assigned to
geographic locations based on the location of customers. Geographic information is as follows (in thousands):

Three months ended June
30,

Six months ended June
30,

2009 2008 2009 2008

United States $ 5,488 $ 9,807 $ 11,359 $ 17,761
Canada 1,727 1,717 2,816 3,097
Other countries 267 175 379 245

Total revenue $ 7,482 $ 11,699 $ 14,554 $ 21,103

     During the three months ended June 30, 2009 and 2008, three of our customers represented approximately 29%
and 36%, respectively of revenues, one of which represented approximately 14% and 21%, respectively of revenues.
During the six month period ended June 30, 2009 and 2008, three of our customers represented approximately 27%
and 34%, respectively of revenues, one of which represented approximately 11% and 19%, respectively of revenues.
ITEM 2. MANAGEMENT�S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS

OF OPERATIONS
You should read the following discussion and analysis in conjunction with our unaudited condensed consolidated

financial statements and related notes included elsewhere in this Report and the 2008 audited consolidated financial
statements and notes thereto included in our Annual Report on Form 10-K, which was filed with the Securities and
Exchange Commission (SEC) on March 16, 2009.

This Quarterly Report on Form 10-Q and the documents incorporated herein by reference contain forward-looking
statements. These statements relate to future events or our future financial performance. In some cases, you can
identify forward-looking statements by terminology such as �believe,� �expect,� �intend,� �anticipate,� �estimate,�
�may,� �will,� �can,� �plan,� �predict,� �could,� �future,� variations of such words, and similar expressions.
These statements are only predictions. Actual events or results may differ materially. In evaluating these statements,
you should specifically consider various factors, including the risks outlined at the beginning of this report under
�Cautionary Notice Regarding Forward-Looking Statements� and in Item 1A of our most recent Annual Report on
Form 10-K filed with the SEC. These factors may cause our actual results to differ materially from any
forward-looking statements. Except as required by law, we undertake no obligation to publicly release any revisions
to these forward-looking statements that may be made to reflect events or circumstances after the date hereof or to
reflect the occurrence of unanticipated events.
Overview
     We develop, produce, market and distribute a range of premium beverages. With the addition of Jones GABA® in
the first quarter of 2009, our premium beverages include the following six brands:

� Jones Pure Cane Soda�, a premium carbonated soft drink;

� Jones 24C�, an enhanced water beverage;

� Jones GABA®, a functional tea juice blend;

� Jones Organics�, a ready-to-drink organic tea;

� Jones Naturals®, a non-carbonated juice & tea; and

� WhoopAss Energy Drink® a citrus energy drink.
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     We sell and distribute our products primarily throughout the United States (U.S.) and Canada through our network
of independent distributors, which we refer to as our direct store delivery (DSD) channel, national retail accounts,
which we refer to as our direct to retail (DTR) channel, as well as through licensing and distribution arrangements. We
do not directly manufacture our products but instead outsource the manufacturing process to third party contract
packers.
     In September 2006, we entered into an exclusive manufacturing and distribution agreement with National
Beverage Corp. (National Beverage) to manufacture and distribute Jones Soda 12-ounce cans to the more mainstream
channels and in-store locations. This was an effort to expand our points of availability within all stores including the
shelves that are normally restricted to national mainstream brands

14

Edgar Filing: JONES SODA CO - Form 10-Q

Table of Contents 26



Table of Contents

manufactured by companies such as The Coca-Cola Company and PepsiCo. Beginning in January 2007, National
Beverage started selling Jones Pure Cane Soda to retailers in the grocery and mass merchant channels in the U.S.
Through this arrangement, we identify and secure retailers across the U.S. for Jones Soda 12-ounce cans, and we are
solely responsible for all sales efforts, marketing, advertising and promotion. Using concentrate supplied by Jones,
National Beverage both manufactures and sells the products on an exclusive basis directly to retailers. However, we
have changed our strategic direction, emphasizing our higher-margin, core products, including our Jones Pure Cane
Soda glass bottle business, with less emphasis on our canned soda (or CSD) business, which is a lower margin
business for us.
     Our products are sold in 50 states in the U.S. and 9 provinces in Canada, primarily in convenience stores,
delicatessens, sandwich shops and selected supermarkets, as well as through our national accounts with several large
retailers. We also sell various products on-line, which we refer to as our interactive channel, including soda with
customized labels, wearables, candy and other items. We have focused our sales and marketing resources on the
expansion and penetration of our products through our independent distributor network and national retail accounts in
our core markets consisting of the Northwest, Southwest and Midwest U.S. and Canada, as well as targeted expansion
into our less penetrated markets consisting of the Northeast and Southeast U.S. In addition, we are expanding our
international business outside of North America and have entered the markets of Ireland, the United Kingdom and
Australia through independent distributors.
     Beginning in 2004, we launched our licensing business strategy as a method to extend our brand into
non-alternative beverage products and non-beverage products. We currently have licensing arrangements with four
companies. With these licensing agreements, we believe that we are able to partner with companies that will
manufacture Jones-related products and extend our Jones brand into select products that we feel enhance our brand
image. We do not expect this business to be a material part of our operations in 2009.
     Our business strategy is to increase sales by expanding distribution of our brands in new and existing markets
(primarily within North America), stimulating consumer awareness and trial of our products, thus leading to increased
relevance and purchase intent of our brands. Our business strategy focuses on:

� expanding points of distribution for our products;

� creating strong alignment with our key distributors;

� developing innovative beverage brands and products;

� stimulating strong consumer demand for our existing brands and products, with primary emphasis in the U.S.
and Canada;

� inviting consumers to participate in our brand through submission of photographs to be placed on labels
through our interactive application of myJones.com;

� licensing our brand equity for the creation of other beverage or non-beverage products; and

� exploring opportunities to license our patented custom-label process to non-competitive products.
     In order to compete effectively in the beverage industry, we believe that we must convince independent distributors
that Jones Pure Cane Soda is a leading brand in the premium soda segment of the alternative or New Age beverage
industry. Additionally, as a means of maintaining and expanding our distribution network, we introduce new products
and product extensions, and when warranted, new brands. In February 2009, we launched Jones GABA, our first line
of beverage products containing Pharma GABA, offered in a 12-ounce can. We are marketing this tea and juice
blended beverage by focusing on the benefits of enhanced focus and clarity that studies have shown GABA provides.
Our results with respect to Jones GABA depend in part on our ability to successfully launch Jones GABA and market
the product�s benefits. We believe our launch and the initial sell-in, have been hampered by the continued economic
slowdown, and as such, we are continuing to implement our initial sell-in process. Jones GABA is our first entry into
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beverage products containing GABA and much of our success will depend on our ability to gain new points of
distribution through our DSD channel. We must also be successful in developing DTR distribution for Jones GABA
through existing DTR customers and obtain new listings with customers that currently do not have points of
distribution. Jones GABA has been launched as a premium priced item and part of a new emerging category of
functional beverages. The current economic environment may not support a premium priced beverage entry at the
level of our expectations for the product line.
     The beverage industry, and particularly those companies selling premium beverages like us, can be affected by
macroeconomic factors including changes in national, regional, and local economic conditions, unemployment levels
and consumer spending patterns, which together may impact the willingness of consumers to purchase our products as
they adjust their discretionary spending. The
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recent disruptions in the overall economy and financial markets as a result of the global economic downturn have
adversely impacted our two primary markets: the U.S. and Canada. This has reduced consumer confidence in the
economy and could negatively affect consumers� willingness to purchase our products as they reduce their
discretionary spending. Moreover, current economic conditions may adversely affect the ability of our distributors to
obtain the credit necessary to fund their working capital needs, which could negatively impact their ability or desire to
continue to purchase products from us in the same frequencies and volumes as they have done in the past. There can
be no assurances that the financial markets will stabilize or recover in the months ahead, that consumer confidence
will be restored, or that access to the credit markets will become available. If the current economic conditions persist
or deteriorate, sales of our products could be adversely affected, collectability of accounts receivable may be
compromised and we may face obsolescence issues with our inventory, any of which could have a material adverse
impact on our operating results and financial condition.
     As we have moved into the historically seasonally-stronger shipping months of April to September, we have
gained insight into developing economic conditions and the severity of the impact of those conditions on our business.
As a result, as of the date of our quarterly report for the first quarter of 2009, we had refined our operating plan to
contemplate lower case sales through the remainder of 2009 than we had anticipated at the beginning of the year.
However, case sales in the second quarter of 2009 have been even lower than our revised expectations. Therefore, as
of the date of this report, we have further refined our operating plan from last quarter to contemplate even lower case
sales through the remainder of 2009. We are also planning further cost containment measures for the third quarter of
2009. With these further adjustments, we believe that our revised 12-month operating plan, with its foundation built
upon the broader macroeconomic factors, allows us to meet our anticipated cash needs for the next 12 months and
beyond. However, we believe our revised operating plan already includes the majority of attainable cost cutting
measures, which places greater emphasis on the need to meet our case sales projections in order to effectively operate
our business. The economic conditions so far in 2009 have made forecasting demand for our products much more
difficult, so there is significant uncertainty regarding our ability to meet our revised case sales projections. This
uncertainty, together with our inability to implement further meaningful cost containment measures beyond those we
intend to undertake in the third quarter and the extremely difficult environment in which to obtain additional equity or
debt financing, raise substantial doubt about our ability to continue as a going concern. Refer to �Liquidity and Capital
Resources� included below in this report.
Results of Operations
     The following selected unaudited financial and operating data are derived from our condensed consolidated
financial statements and should be read in conjunction with �Management�s Discussion and Analysis of Financial
Condition and Results of Operations� and our condensed consolidated financial statements.

Three Months Ended June 30, Six Months Ended June 30,
% of % of % of % of

2009 Revenue 2008 Revenue 2009 Revenue 2008 Revenue
(Dollars in thousands, except per share data)

Consolidated
statements of
operation data:
Revenue $ 7,482 100.0 $11,699 100.0 $ 14,554 100.0 $ 21,103 100.0
Cost of goods sold (5,426) (72.5) (8,718) (74.5) (11,053) (75.9) (16,200) (76.8)

Gross profit 2,056 27.5 2,981 25.5 3,501 24.1 4,903 23.2
Licensing revenue 23 0.3 58 0.5 51 0.4 109 0.5
Promotion and
selling expenses (2,241) (30.0) (3,482) (29.8) (4,561) (31.3) (6,484) (30.7)
General and
administrative

(1,759) (23.5) (2,227) (19.0) (3,560) (24.5) (5,087) (24.1)
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Operating loss (1,921) (25.7) (2,670) (22.8) (4,569) (31.3) (6,559) (31.1)
Other (expense)
income, net (21) (0.3) 87 0.7 � (0.0) 235 1.1

Loss before income
taxes (1,942) (26.0) (2,583) (22.1) (4,569) (31.3) (6,324) (30.0)
Income tax
(expense) benefit (25) (0.3) (150) (1.3) 1 (0.1) (262) (1.2)

Net loss $(1,967) (26.3) $ (2,733) (23.4) $ (4,568) (31.4) $ (6,586) (31.2)

Basic and diluted
net loss per share $ (0.07) $ (0.10) $ (0.17) $ (0.25)
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As of As of
June 30,

2009
December 31,

2008
(Audited)

(Dollars in thousands)
Balance sheet data:
Cash and cash equivalents, short term investments and accounts receivable $11,209 $ 15,054
Fixed assets, net 1,731 2,099
Total assets 19,345 24,315
Long-term liabilities 298 396
Working capital 12,465 17,674

Three Months Ended June 30, Six Months Ended June 30,
2009 2008 2008 2008

288-ounce equivalent case sales:
Finished products case sales 611,600 939,700 1,153,400 1,703,200
Concentrate case sales 204,800 1,036,600 368,100 1,071,800

Total case sales 816,400 1,976,300 1,521,500 2,775,000

Quarter Ended June 30, 2009 Compared to Quarter Ended June 30, 2008
Revenue

     For the quarter ended June 30, 2009, revenue was approximately $7.5 million, a decrease of $4.2 million, or 36.0%
from $11.7 million in revenue for the three months ended June 30, 2008. The decrease in revenue was primarily
attributable to a decrease in case sales of 58.7% to 816,400 cases. Case sales through our DTR and DSD channels
decreased 34.9% to 611,600 cases. A decline in case sales of our core product, Jones Soda glass bottles, of
approximately 205,800 cases contributed to the reduced case sales and was caused primarily by the discontinuance of
Jones Soda glass bottles at some of our major retailers in our DTR and DSD channels which occurred in 2008 as part
of our realigned channel focus. In addition, we believe reduced demand resulting from the impact of the economic
downturn on consumer spending levels negatively affected our case sales, and we expect economic conditions to
continue to have a negative impact on our business for at least the remainder of 2009. Also contributing to the decline
was a reduction in 24C shipments of 99,900 cases; 24C had stronger pull-through a year ago subsequent to its launch
in 2007. Additionally, case sales of concentrate to National Beverage decreased to 204,800 cases, or 80.2%, compared
to the same period of 2008. Offsetting the decreases to revenue was an increase in case sales to Canada, which
increased 9% for the three months ended June 30, 2009 over the same period a year ago due primarily to continued
market development. As part of management�s strategic refocus, we will continue to emphasize our higher-margin core
products, including our Jones Pure Cane Soda glass bottle business, with less emphasis on our canned soda (or CSD)
business, which is a lower margin business for us, and we expect this strategy will continue to have a negative impact
on case sales of concentrate compared to prior periods.
     For the quarter ended June 30, 2009, promotion allowances and slotting fees, which are a reduction to revenue,
totaled $884,000, a decrease of $1.4 million or 61.8% from $2.3 million a year ago. The promotion allowances and
slotting fees for the second quarter of 2009 were primarily attributable to promoting some new distribution points in
our DSD business. The promotion allowances and slotting fees a year ago related primarily to price promotion
programs implemented in the quarter for our DTR and CSD business and for the continued introduction of 24C across
North America. We believe using promotional allowances as a way to promote our core products, while judiciously
using slotting fees to gain access on new products, is a more balanced strategy in this economy. As a result, we
anticipate for the remainder of 2009 an overall reduction in our promotional allowance and slotting fee costs with an
emphasis on our higher margin business, including our core glass bottle business, and only modest slotting fees for the
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product rollout of Jones GABA in comparison to previous product launches.
Gross Profit

     For the quarter ended June 30, 2009, gross profit decreased by approximately $925,000, or 31.0%, to $2.1 million
as compared to $3.0 million in gross profit for the quarter ended June 30, 2008. This was primarily a result of lower
sales volumes in our DTR channel due to the discontinuance of the Jones Soda glass bottles at some of our major
retailers and lower DSD volumes in the majority of U.S. regions due, we believe, to softer consumer demand as a
result of the economic downturn. These decreases to gross profit were offset by the reduction in promotion allowances
and slotting fees due to cost containment measures and a significant reduction in freight and storage costs per case due
to reduced fuel surcharges and inventory management. For the quarter ended June 30, 2009, gross profit as a
percentage of revenue increased to 27.5% from 25.5% compared to the second quarter of 2008.
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Licensing Revenue
     Licensing revenue decreased 59.7%, or $35,000, to $23,000 for the quarter ended June 30, 2009 from $58,000 for
the quarter ended June 30, 2008, and consisted primarily of our exclusive licensing arrangements with Big Sky Brands
for Jones Soda Flavor Booster Hard Candy. We believe licensing revenue was down due to the negative impact on
sales resulting from the economic downturn. We do not expect licensing revenue to represent a material portion of our
overall revenues in 2009.

Promotion and Selling Expenses
     Promotion and selling expenses for the quarter ended June 30, 2009 were approximately $2.2 million, a decrease of
$1.2 million, or 35.6%, from $3.5 million for the quarter ended June 30, 2008. Promotion and selling expenses as a
percentage of revenue increased to 30.0% for the quarter ended June 30, 2009, from 29.8%, in the same period in
2008. The decrease in promotion and selling expenses was primarily due to a decrease in selling expenses year over
year of $1.3 million, to $1.1 million, or 14.1% of revenue resulting primarily from decreases in sales personnel in
conjunction with the strategic refocus in the fourth quarter of 2008 which included a reduction in force and our
realigned channel focus which contributed to a decrease in promotional expense, broker and invasion fees. The effects
of the workforce reduction and the further cost containment measures planned for the third quarter of 2009 are
expected to reduce ongoing promotion and selling expenses in 2009. Trade promotion and marketing expense
remained flat compared to a year ago at $1.2 million and was comprised of brand building efforts including
advertising and sponsorships.

General and Administrative Expenses
     General and administrative expenses for the quarter ended June 30, 2009 were $1.8 million, a decrease of
$468,000, or 21.0%, compared to $2.2 million for the quarter ended June 30, 2008. General and administrative
expenses as a percentage of revenue increased to 23.5% for the three months ended June 30, 2009 from 19.0% in
2008. The decrease in general and administrative expenses was primarily due to a decrease of salaries and benefits
resulting from a decrease in headcount, primarily as a result of the strategic refocus in the fourth quarter of 2008, as
well as a reduction in bad debt expense. These decreases were offset by an increase in legal expenses resulting from
the ABS mediation settlement reached during the second quarter and an increase in stock-based compensation expense
due to a reversal of unamortized compensation for terminated employees and changes in forfeiture rate estimates
which occurred in the second quarter of 2008. The effect of the further cost containment measures planned for the
third quarter of 2009 is expected to reduce ongoing general and administrative expenses in 2009.

Other (Expense) Income, Net
     Other (expense) income, net decreased to an expense of $21,000 for the quarter ended June 30, 2009, from other
income, net of $87,000 in the same period a year ago, primarily due to a decrease in interest income due to lower
levels of cash and short-term investments.

Income Tax (Expense) Benefit
     Provision for income taxes for the quarter ended June 30, 2009 and 2008 was an expense of $25,000 and $150,000,
respectively. The tax provision relates primarily to the tax provision on income from our Canadian operations. No tax
benefit is recorded for the loss in our U.S. operations as we have recorded a full valuation allowance on our U.S. net
deferred tax assets. We expect to continue to record a full valuation allowance on our U.S. net deferred tax assets until
we sustain an appropriate level of taxable income through improved U.S. operations. Our effective tax rate is based on
recurring factors, including the forecasted mix of income before taxes in various jurisdictions, estimated permanent
differences and the recording of a full valuation allowance on our U.S. net deferred tax assets.

Net Loss
     Net loss for the quarter ended June 30, 2009 decreased to $2.0 million from a net loss of $2.7 million for the
quarter ended June 30, 2008. This was due to decreases in promotion and selling expense of $1.2 million and general
and administrative expenses of $468,000 as a result of our cost containment efforts. Offsetting these decreases was
reduction in gross profit of $925,000 as a result of lower sales in our DTR channel driven by the decline in sales of
Jones Soda glass bottles, and lower DSD volumes in the majority of U.S. regions as a result of reduced overall
demand from the economic downturn.

Six Month Period Ended June 30, 2009 and 2008
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Revenue
     For the six months ended June 30, 2009, revenue was approximately $14.6 million, a decrease of $6.5 million, or
31.0%, from $21.1 million in revenue for the six months ended June 30, 2008. The decrease in revenue was primarily
attributable to a 32.3% decrease in
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case sales through our DTR and DSD channels to 1,153,400 cases. A decline in case sales of our core product, Jones
Soda glass bottles, of approximately 353,800 cases contributed to the reduced case sales and was caused primarily by
the discontinuance of Jones Soda glass bottles at some of our major retailers in our DTR and DSD channels which
occurred in 2008 as part of our realigned channel focus. In addition, we believe reduced demand resulting from the
impact of the economic downturn on consumer spending levels negatively affected our case sales, and we expect
economic conditions to continue to have a negative impact on our business for at least the remainder of 2009. Also
contributing to the decline was a reduction in 24C shipments of 154,100 cases; 24C had stronger pull-through a year
ago subsequent to its launch in 2007. Additionally, case sales of concentrate to National Beverage decreased to
368,000 cases, or 65.7%, compared to the same period of 2008. Offsetting the decreases to revenue was an increase in
case sales to Canada, which increased 7% for the six months ended June 30, 2009 over the same period a year ago due
primarily to continued market development. As part of management�s strategic refocus, we will continue to emphasize
our higher-margin core products, including our Jones Pure Cane Soda glass bottle business, with less emphasis on our
CSD business, which is a lower margin business for us, and we expect this strategy will continue to have a negative
impact on case sales of concentrate compared to prior periods.
     For the six months ended June 30, 2009, promotion allowances and slotting fees, which are a reduction to revenue,
totaled $1.9 million, a decrease of $1.3 million or 40.5% from $3.3 million a year ago. The promotion allowances and
slotting fees for the six months ended June 30, 2009 were primarily attributable to promoting some new distribution
points in our DSD business. The promotion allowances and slotting fees a year ago related primarily to price
promotion programs implemented for our DTR and CSD business and for the continued introduction of 24C across
North America. We believe using promotional allowances as a way to promote our core products, while judiciously
using slotting fees to gain access on new products, is a more balanced strategy in this economy. As a result, we
anticipate for the remainder of 2009 an overall reduction in our promotional allowance and slotting fee costs with an
emphasis on our higher margin business, including our core glass bottle business, and only modest slotting fees for the
product rollout of Jones GABA in comparison to previous product launches.

Gross Profit
     For the six months ended June 30, 2009, gross profit decreased by approximately $1.4 million, or 28.6% to
$3.5 million as compared to $4.9 million in gross profit for the six months ended June 30, 2008. This was primarily a
result of lower sales volumes in our DTR channel due to the discontinuance of the Jones Soda glass bottles at some of
our major retailers and lower DSD volumes in the majority of U.S. regions due, we believe, to softer consumer
demand as a result of the economic downturn. These decreases to gross profit were offset by the product launch of our
higher margin Jones GABA and the reduction in promotion allowances and slotting fees and by a significant reduction
in freight and storage costs per case due to reduced fuel surcharges and inventory management. For the six months
ended June 30, 2009, gross profit as a percentage of revenue increased to 24.1% from 23.2% compared to the same
period in 2008.

Licensing Revenue
     Licensing revenue decreased 53.2%, or $58,000, to $51,000 for the six months ended June 30, 2009 from $109,000
for the six months ended June 30, 2008, and consisted primarily of our exclusive licensing arrangements with Big Sky
Brands for Jones Soda Flavor Booster Hard Candy. We believe licensing revenue was down due to the negative
impact on sales resulting from the economic downturn. We do not expect licensing revenue to represent a material
portion of our overall revenues in 2009.

Promotion and Selling Expenses
     Promotion and selling expenses for the six months ended June 30, 2009 were approximately $4.6 million, a
decrease of $1.9 million, or 29.7%, from $6.5 million for the six months ended June 30, 2008. Promotion and selling
expenses as a percentage of revenue increased to 31.3% for the quarter ended June 30, 2009, from 30.7% in the same
period in 2008. The decrease in promotion and selling expenses was primarily due to a decrease in selling expenses
year over year of $1.6 million, to $2.3 million, or 15.6% of revenue resulting primarily from decreases in sales
personnel in conjunction with the strategic refocus in the fourth quarter of 2008 which included a reduction in force
and our realigned channel focus which contributed to a decrease in promotional expense, broker and invasion fees.
The effects of further cost containment measures planned for the third quarter of 2009 are expected to reduce ongoing
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promotion and selling expenses in 2009. Also contributing to the decrease in promotion and selling expenses was a
decrease in trade promotion and marketing expenses of $279,000, to $2.2 million, or 15.1% of revenue from $2.5
million due in part to our cost containment efforts.

General and Administrative Expenses
     General and administrative expenses for the six months ended June 30, 2009 were $3.6 million, a decrease of
$1.5 million, or 30.0%, compared to $5.1 million for the six months ended June 30, 2008. General and administrative
expenses as a percentage of revenue increased to 24.5% for the six months ended June 30, 2009 from 24.1% in 2008.
The decrease in general and administrative expenses was primarily due to (1) a decrease of salaries and benefits as a
result of a reduction in headcount, (2)  a decrease in bonus expense due in part to the reversal of accrued bonuses as
2008 corporate performance targets had not been met, and (3) a decrease in professional fees, including accounting
fees
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The effect of the further cost containment measures planned for the third quarter of 2009 is expected to reduce
ongoing general and administrative expenses in 2009.

Other (Expense) Income, Net
     Other (expense) income, net decreased to $0 for the six months ended June 30, 2009, from other income, net
$235,000 in the same period a year ago, primarily due to a decrease in interest income due to lower levels of cash and
short-term investments.

Income Tax (Expense) Benefit
     Provision for income taxes for the six months ended June 30, 2009 and 2008 was a benefit of $1,000 and an
expense of $262,000, respectively. The tax provision relates primarily to the tax provision on income from our
Canadian operations. No tax benefit is recorded for the loss in our U.S. operations as we have recorded a full valuation
allowance on our U.S. net deferred tax assets. We expect to continue to record a full valuation allowance on our U.S.
net deferred tax assets until we sustain an appropriate level of taxable income through improved U.S. operations. Our
effective tax rate is based on recurring factors, including the forecasted mix of income before taxes in various
jurisdictions, estimated permanent differences and the recording of a full valuation allowance on our U.S. net deferred
tax assets.

Net Loss
     Net loss for the six months ended June 30, 2009 decreased to $4.6 million from a net loss of $6.6 million for the six
months ended June 30, 2008. This was due to a decrease in promotion and selling expense of $1.9 million and general
and administrative expense of $1.5 million as a result of decreases in salaries and benefits primarily due to headcount
reductions and cost containment efforts. Offsetting these decreases was a reduction in gross profit of $1.4 million as a
result of lower sales in our DTR channel driven by the decline in sales of Jones Soda glass bottles, as well as lower
DSD volumes in the majority of U.S. regions as a result of reduced overall demand resulting from the economic
downturn.
Liquidity and Capital Resources
     As of June 30, 2009, we had cash and cash-equivalents of approximately $7.1 million and working capital of
$12.5 million. Cash used in operations during the six months ended June 30, 2009 totaled $5.3 million, of which
$1.0 million was used in the quarter ended June 30, 2009. Our cash flows vary throughout the year based on
seasonality. We traditionally use more cash in the first half of the year as we build inventory to support our
historically seasonally-stronger shipping months of April through September, and expect cash used by operating
activities to decrease in the second half of the year as we collect receivables generated during our stronger shipping
months. In addition, the cash used in the first half of 2009 included approximately $1.6 million ($446,000 used in the
quarter ended June 30, 2009) to purchase raw materials under the terms of our amended Pharma GABA supply
agreement. As discussed below, we expect our GABA purchase requirements to be substantially lower for the
remainder of the year. Additionally, for the sixth months ended June 30, 2009, net cash provided by investing
activities totaled approximately $813,000 due primarily to the sales of short-term investments, while net cash used by
financing activities totaled approximately $74,000 due to the repayment of capital lease obligations. We incurred a net
loss of $4.6 million and accumulated deficit increased to $34.0 million as of June 30, 2009.
     Our ability to execute on our operating plan and to manage our costs in light of developing economic conditions
and the performance of our business continues to be critical to the success of our Company. We took into account
several factors in developing our operating plan for the next twelve months and beyond (which we refer to in this
section as our operating plan or our plan). We gave careful consideration to the macroeconomic factors stemming
from the global economic downturn understanding that the current economic conditions are likely to persist as the
year progresses. The beverage industry, and particularly those companies selling premium beverages like us, can be
affected by macro-economic factors, including changes in national, regional, and local economic conditions,
unemployment levels and consumer spending patterns, which together may impact the willingness of consumers to
purchase our products as they adjust their discretionary spending. Although we believe we had made conservative
assumptions regarding our case sales volumes in our original operating plan, we have had to further refine our
estimated case sales as discussed below.
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     In addition, our plan factors in a modest launch of our new product, Jones GABA, both in terms of expected case
sales and costs relating to promotion allowances and slotting fees and other promotional expenses. A portion of our
cash used in operating activities during the first and second quarters was the result of our launch of Jones GABA in
February 2009. These costs, contemplated in our operating plan, of approximately $1.6 million were used to purchase
raw materials under the terms of our amended Pharma GABA supply agreement, with the final payment made in
July 2009 of $149,000. We believe we purchased sufficient GABA raw materials to supply our needs for the
foreseeable future. Moreover, under our plan, we do not believe we are dependent on the launch of Jones GABA to
generate sufficient cash flow from operations.
     Our operating plan also takes into account a change in our strategic direction with an emphasis on our
higher-margin core products, including our Jones Pure Cane Soda glass bottle business, and less emphasis on our
canned soda (or CSD) business, which is a lower
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margin business for us. In the prior year, we continued to incur significant promotional allowances and slotting fees in
building our CSD business, but our CSD business did not generate sales volumes commensurate with these costs. We
believe using promotional allowances as a way to promote our core products, while judiciously using slotting fees to
gain access on new products, is a more balanced strategy in this economy. As a result, our plan provides for the
re-allocation of a portion of our promotional allowance and slotting fee costs to our core glass bottle business and the
rollout of our new product, Jones GABA, as well as an overall reduction in our promotional allowance and slotting
fees.
     With respect to our operating expenses, our original operating plan also takes into account the cost containment
measures we implemented in the fourth quarter of 2008 and early 2009, including reductions in workforce resulting in
a combined 40% headcount reduction. Additionally, our executive level positions were reduced as a result of the
departure of our former Chief Executive Officer, Stephen Jones, effective May 1, 2009, and our former Executive
Vice President of Sales, Thomas O�Neill, who resigned in April 2009. We believe these cost containment measures,
our decision to proceed with fewer executive level positions, and additional cost containment measures to be put into
effect in the third quarter of 2009, further align our cost structure with our revised revenue expectations. Our operating
expenses for the first half of 2009 are 30% lower, a reduction of $3.5 million, compared to the first half of 2008, and
we expect to achieve similar results in the future quarters of this year in comparison to the prior year periods.
     Finally, our operating plan factors in the use of our cash to meet our contractual obligations for 2009 totaling
approximately $8.8 million. A substantial portion of these contractual obligations (approximately 82% of the total for
2009) consist of obligations to purchase raw materials, including approximately $5 million in sugar under our supply
agreements with our three pure cane sugar suppliers and approximately $1.8 million in glass under our supply
agreement with our glass supplier. We enter into these supply agreements in order to fix the cost of these key raw
materials, which we expect will be used in the ordinary course of our business in 2009 and beyond. Our purchase
obligations also included a commitment under our amended Pharma GABA supply agreement to order approximately
$1.8 million of Pharma GABA by December 31, 2008 and, on or before January 31, 2009, to pay 50% of that amount,
with the remaining portion to be paid in six equal monthly installments commencing on February 24, 2009 and ending
July 26, 2009.
     Our current operating plan does not depend upon obtaining financing. However, if our sales volumes further
decline in a material way from our expectations, as a result of worsening economic conditions or otherwise, and we
are not able to further reduce our costs by a sufficient amount, we may be unable to generate enough cash flow from
operations to cover our working capital and capital expenditure requirements. If that happens, we would need to seek
to obtain funds through additional financing or by securing a credit facility, which may not be available to us on
acceptable terms, if at all. In this regard, in November 2008, our $15 million line of credit was terminated and is no
longer available to us. We have explored different borrowing alternatives with Key Bank, the lender under that
facility, and other parties, but to date determined that the terms of these alternatives were not acceptable. We continue
to monitor whether credit facilities may be available to us on acceptable terms. We may also pursue various other
strategies to secure any necessary additional financing, which may include, without limitation, public or private
offerings of debt or equity securities, joint ventures with one or more strategic partners and other strategic alternatives,
though there can be no assurance that our efforts in this regard will result in any agreements or transactions.
     As we have moved into the historically seasonally-stronger shipping months of April to September, we have
gained insight into developing economic conditions and the severity of the impact of those conditions on our business.
As a result, as of the date of our quarterly report for the first quarter of 2009, we had refined our operating plan to
contemplate lower case sales through the remainder of 2009 than we had anticipated at the beginning of the year.
However, case sales in the second quarter of 2009 have been even lower than our revised expectations. Therefore, as
of the date of this report, we have further refined our operating plan from last quarter to contemplate even lower case
sales through the remainder of 2009. We are also planning further cost containment measures for the third quarter of
2009. With these further adjustments, we believe that our revised 12-month operating plan, with its foundation built
upon the broader macroeconomic factors, allows us to meet our anticipated cash needs for the next 12 months and
beyond. We intend to continually monitor and adjust our business plan as necessary to respond to developments in our
business, our markets and the broader economy. However, despite the further refinements we have made to our
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operating plan and the additional cost containment measures we intend to implement in the third quarter, we may no
longer have sufficient margin in our plan to absorb further material declines against our expectations with regard to
the economy or our business. We believe our revised operating plan already includes the majority of attainable cost
cutting measures, which places greater emphasis on the need to meet our case sales projections in order to effectively
operate our business. The economic conditions so far in 2009 have made forecasting demand for our products much
more difficult, so there is uncertainty regarding our ability to meet our revised case sales projections. This uncertainty,
together with our inability to implement further meaningful cost containment measures beyond those we intend to
undertake in the third quarter and the extremely difficult environment in which to obtain additional equity or debt
financing, raise substantial doubt about our ability to continue as a going concern. Our financial statements for the
quarter ended June 30, 2009 were prepared assuming we would continue as a going concern, which contemplates the
realization of assets and the settlement of liabilities and commitments in the normal course of business. The
accompanying consolidated financial statements do not include any
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adjustments to reflect the possible future effects on the recoverability and classification of assets or the amounts and
classifications of liabilities that could result should we be unable to continue as a going concern.
Off-Balance Sheet Arrangements
     We have no off-balance sheet arrangements.
Seasonality
     Our sales are seasonal and we experience significant fluctuations in quarterly results as a result of many factors.
We historically have generated a greater percentage of our revenues during the warm weather months of April through
September. Timing of customer purchases will vary each year and sales can be expected to shift from one quarter to
another. As a result, management believes that period-to-period comparisons of results of operations are not
necessarily meaningful and should not be relied upon as any indication of future performance or results expected for
the fiscal year.
Critical Accounting Policies
     See the information concerning our critical accounting policies included under Item 7. Management�s Discussion
and Analysis of Financial Condition and Results of Operations � Critical Accounting Policies in our Annual Report on
Form 10-K for the fiscal year ended December 31, 2008 as filed with the Securities and Exchange Commission on
March 16, 2009. There have been no material changes in our critical accounting policies during the six months ended
June 30, 2009.
ITEM 4. CONTROLS AND PROCEDURES
Procedures
(a) Evaluation of disclosure controls and procedures

     Management, under the supervision and with the participation of our Chief Executive Officer and our Chief
Financial Officer, evaluated the effectiveness of our disclosure controls and procedures (as defined in Rule 13a-15(e)
under the Securities Exchange Act of 1934 (Exchange Act)) as of June 30, 2009, the end of the period covered by this
report. Based upon that evaluation, our Chief Executive Officer and our Chief Financial Officer concluded that our
disclosure controls and procedures were effective as of June 30, 2009.
(b) Changes in internal controls

     There were no changes in the Company�s internal control over financial reporting during the three months ended
June 30, 2009 that have materially affected, or are reasonably likely to materially affect, our internal control over
financial reporting.

PART II � OTHER INFORMATION
ITEM 1. LEGAL PROCEEDINGS
     On September 4, 2007, a putative class action complaint was filed against us, our then serving chief executive
officer, and our then serving chief financial officer in the U.S. District Court for the Western District of Washington,
alleging claims under Section 10(b) and 20(a) of the Securities Exchange Act of 1934, as amended, and Rule 10b-5
promulgated thereunder. The case is entitled Saltzman v. Jones Soda Company, et al., Case No. 07-cv-1366-RSL, and
purports to be brought on behalf of a class of purchasers of our common stock during the period March 9, 2007 to
August 2, 2007. Six substantially similar complaints subsequently were filed in the same court, some of which alleged
claims on behalf of a class of purchasers of our common stock during the period November 1, 2006 to August 2, 2007.
Some of the subsequently filed complaints added as defendants certain current and former directors and another
former officer of the Company. The complaints generally alleged violations of federal securities laws based on,
among other things, false and misleading statements and omissions about our financial results and business prospects.
The complaints sought unspecified damages, interest, attorneys� fees, costs, and expenses. On October 26, 2007, these
seven lawsuits were consolidated as a single action entitled In re Jones Soda Company Securities Litigation, Case
No. 07-cv-1366-RSL. On March 5, 2008, the Court appointed Robert Burrell lead plaintiff in the consolidated
securities case. On May 5, 2008, the lead plaintiff filed a First Amended Consolidated Complaint, which purports to
allege claims on behalf of a class of purchasers of our common stock during the period of January 10, 2007, to May 1,
2008, against the Company and Peter van Stolk, our former Chief Executive Officer, former Chairman of the Board,
and former director. The First Amended Consolidated Complaint generally alleges violations of federal securities laws
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based on, among other things, false and misleading statements and omissions about our agreements with retailers,
allocation of resources, and business prospects. Defendants filed a motion to dismiss the amended complaint on
July 7, 2008. After hearing oral argument on February 3, 2009, the Court granted the motion to dismiss in its entirety
on February 9, 2009. Plaintiffs filed their motion for leave to amend their complaint on March 25, 2009. On June 22,
2009, the Court issued an order denying plaintiffs� motion for leave to amend and dismissed the case with prejudice.
On July 7, 2009, the Court entered judgment in favor of the Company and Mr. van Stolk. On August 5, 2009,
plaintiffs filed a notice of appeal of the Court�s orders dismissing the complaint and denying plaintiffs� motion for leave
to amend, and the resulting July 7, 2009 judgment.
     In addition, on September 5, 2007, a shareholder derivative action was filed in the Superior Court for King County,
Washington, allegedly on behalf of and for the benefit of the Company, against certain of our former officers and
current and former directors. The case is entitled Cramer v. van Stolk, et al., Case No. 07-2-29187-3 SEA (Cramer
Action). The Company also was named as a nominal defendant. Four other shareholders filed substantially similar
derivative cases. Two of these actions were filed in Superior Court for King County, Washington. One of these two
Superior Court actions has been voluntarily dismissed and the other has been consolidated with the Cramer Action
under the caption In re Jones Soda Co. Derivative Litigation, Lead Case No. 07-2-31254-4 SEA. On April 28, 2008,
plaintiffs in the consolidated action filed an amended complaint based on the same basic allegations of fact as in the
federal securities class actions and alleging, among other things, that certain of our current and former officers and
directors breached their fiduciary duties to the Company and were unjustly enriched in connection with the public
disclosures that are the subject of the federal securities class actions. On May 2, 2008, the Court signed a stipulation
and order staying the proceedings in the consolidated Cramer Action until all motions to dismiss in the consolidated
federal securities class action have been adjudicated.
     The two remaining shareholder derivative actions were filed in the U.S. District Court for the Western District of
Washington. On April 10, 2008, the Court presiding over the federal derivative cases consolidated them under the
caption Sexton v. van Stolk, et al., Case No. 07-1782RSL (Sexton Action), and appointed Bryan P. Sexton lead
plaintiff. The Court also established a case schedule, which, among other things, set the close of fact discovery as
January 4, 2009, and set a trial date of May 4, 2009. The actions comprising the consolidated Sexton Action are based
on the same basic allegations of fact as in the securities class actions filed in the U.S. District Court for the Western
District of Washington and the Cramer Action, filed in the Superior Court for King County. The actions comprising
the Sexton Action allege, among other things, that certain of our current and former directors and officers breached
their fiduciary duties to the Company and were unjustly enriched in connection with the public disclosures that are the
subject of the federal securities class actions. The complaints seek unspecified damages, restitution, disgorgement of
profits, equitable and injunctive relief, attorneys� fees, costs, and expenses. On June 3, 2008, the parties filed a joint
motion to stay the Sexton Action until all motions to dismiss in the federal securities class action have been
adjudicated. On June 5, 2008, the Court granted the motion and stayed the Sexton action.
     The Cramer Action and Sexton Action are derivative in nature and do not seek monetary damages from the
Company. However, the Company may be required, throughout the pendency of the action, to advance payment of
legal fees and costs incurred by the defendants and the litigation may result in significant obligations for payment of
defense costs and indemnification.
     We are unable to predict the outcome of the actions described above.
     On August 27, 2008, Advanced Business Strategies (�ABS�) filed a Complaint for Damages against the Company in
the Circuit Court for the State of Oregon for breach of contract and breach of implied covenant of good faith and fair
dealing, seeking damages in excess of $1.1 million. ABS alleged that we improperly terminated their agreement to
provide us with certain sales and marketing services. On October 1, 2008, we filed a Notice of Removal from the State
Court to the United States District Court, District of Oregon. Our answer to the claims was filed on October 8, 2008;
we alleged that we were entitled to terminate the agreement due to ABS� material breach of the agreement and that
ABS had failed to mitigate its alleged damages. We entered into a Settlement Agreement with ABS effective May 29,
2009, under which we will make payments to ABS through July 1, 2010 totaling $225,000, plus pay a $0.05 per case
royalty for cases in excess of 2.2 million in 2010 and 3.2 million in 2011. The Settlement Agreement did not
constitute any admission of liability but was a compromise of a disputed claim. All claims between the parties have

Edgar Filing: JONES SODA CO - Form 10-Q

Table of Contents 43



been released and a Stipulation of Dismissal was filed on June 9, 2009.
     In addition to the matters above, we are or may be involved from time to time in various claims and legal actions
arising in the ordinary course of business, including proceedings involving product liability claims and other
employee claims, and tort and other general liability claims, for which we carry insurance, as well as trademark,
copyright, and related claims and legal actions. In the opinion of our management, the ultimate disposition of these
matters will not have a material adverse effect on our consolidated financial position, results of operations or liquidity.
ITEM 1A. RISK FACTORS
     In addition to the information set forth in this report, you should carefully consider the factors discussed in Part I,
�Item 1A. Risk Factors� in our Annual Report on Form 10-K for the year ended December 31, 2008 as filed with the
Securities and Exchange
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Commission on March 16, 2009 (the �2008 10-K�), which could materially affect our business, financial condition or
future results. The risks described in our 2008 10-K are not the only risks facing our Company. Additional risks and
uncertainties not currently known to us or that we currently deem to be immaterial also may materially adversely
affect our business, financial condition and/or operating results. Except for the risk factor set forth below, which
updates the first risk factor in Part I, Item IA of our 2008 10-K, there have been no material changes that we are aware
of from the risk factors set forth in our 2008 10-K.
If we are not able to successfully execute on our revised operating plan, and without the ability to further
implement meaningful cost containment measures beyond those we intend to implement in the third quarter of
2009, our financial condition and results of operation could be materially adversely affected, and we may not be
able to continue as a going concern.
     We have incurred net losses of $4.6 million and $6.6 million for the six months ended June 30, 2009 and 2008,
respectively, and have used a significant amount of our cash resources during this period to fund our net losses,
working capital and capital expenditure requirements. As of June 30, 2009, we had cash, cash-equivalents and short
term investments of approximately $7.1 million, compared to approximately $12.6 million as of December 31, 2008.
Additionally, we had accumulated deficits of $34.0 million and $29.4 million as of June 30, 2009 and December 31,
2008, respectively. Cash used in operations for the six months ended June 30, 2009 and 2008 was $5.3 million and
$7.7 million, respectively.
     As we have moved into the historically seasonally-stronger shipping months of April to September, we have
gained insight into developing economic conditions and the severity of the impact of those conditions on our business.
As a result, as of the date of our quarterly report for the first quarter of 2009, we had refined our operating plan to
contemplate lower case sales through the remainder of 2009 than we had anticipated at the beginning of the year.
However, case sales in the second quarter of 2009 have been even lower than our revised expectations. Therefore, as
of the date of this report, we have further refined our operating plan from last quarter to contemplate even lower case
sales through the remainder of 2009. We are also planning further cost containment measures for the third quarter of
2009. With these further adjustments, we believe that our revised 12-month operating plan, with its foundation built
upon the broader macroeconomic factors, allows us to meet our anticipated cash needs for the next 12 months and
beyond. However, there can be no assurance that we will be able to successfully execute on our revised operating plan
or to respond to further developments in our business, our markets and the broader economy. Additionally, despite the
further refinements we have made to our operating plan and the additional cost containment measures we intend to
implement in the third quarter, we may no longer have sufficient margin in our plan to absorb further material declines
against our expectations with regard to the economy or our business. We believe our revised operating plan already
includes the majority of attainable cost cutting measures, which places greater emphasis on the need to meet our case
sales projections in order to effectively operate our business. The economic conditions so far in 2009 have made
forecasting demand for our products much more difficult, so there is uncertainty regarding our ability to meet our
revised case sales projections. This uncertainty, together with our inability to implement further meaningful cost
containment measures beyond those we intend to undertake in the third quarter and the extremely difficult
environment in which to obtain additional equity or debt financing, raise substantial doubt about our ability to
continue as a going concern.
ITEM 4. SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS
     We held our 2009 annual meeting of shareholders on May 27, 2009. At the meeting, the shareholders voted on the
election of directors and ratification of the appointment of Deloitte & Touche LLP as our independent registered
public accounting firm for 2009.
     The shareholders elected the following six directors, who received the number of votes set forth opposite their
respective names (there were no abstentions):

Director Votes For
Votes

Withheld
Mills A. Brown 19,796,042 974,524
Richard S. Eiswirth, Jr 19,552,579 1,217,987
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Michael M. Fleming 19,328,219 1,442,347
Matthew K. Kellogg 19,545,191 1,225,375
Jonathan J. Ricci 19,726,822 1,043,744
Susan A. Schreter 19,809,306 961,260
     The shareholders ratified the appointment of Deloitte & Touche LLP as our independent registered public
accounting firm for the fiscal year 2009 by a vote of 20,397,242 shares for, 266,589 shares against, and 106,735
shares abstaining.
78,313

$
76,124

Attributable to redeemable noncontrolling interest:

Net income
899

112

2,337

112

Foreign currency translation gain
2,760

496

2,109

496

Comprehensive income attributable to redeemable noncontrolling interest
3,659

608
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4,446

608

Comprehensive income attributable to EZCORP, Inc.
$
41,054

$
42,905

$
73,867

$
75,516

See accompanying notes to interim condensed consolidated financial statements.
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EZCORP, Inc.
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

Six Months Ended March 31,
2013 2012
(in thousands)

Operating Activities:
Net income $67,035 $76,725
Adjustments to reconcile net income to net cash provided by operating activities:
Depreciation and amortization 16,415 12,514
Consumer loan loss provision 12,900 6,761
Deferred income taxes 1,400 465
(Gain) loss on sale or disposal of assets 42 (174 )
Stock compensation 3,054 3,238
Income from investments in unconsolidated affiliates (9,163 ) (8,738 )
Changes in operating assets and liabilities, net of business acquisitions:
Service charges and fees receivable, net 2,366 6,551
Inventory, net (3,034 ) 1,446
Prepaid expenses, other current assets, and other assets, net (7,072 ) 2,644
Accounts payable and accrued expenses (2,743 ) (18,718 )
Customer layaway deposits 812 206
Deferred gains and other long-term liabilities 350 10,856
Excess tax benefit from stock compensation (342 ) (1,521 )
Income taxes receivable/payable 7,320 (1,949 )
Dividends from unconsolidated affiliates 4,828 4,788
Net cash provided by operating activities 94,168 95,094
Investing Activities:
Loans made (440,917 ) (360,354 )
Loans repaid 307,930 260,289
Recovery of pawn loan principal through sale of forfeited collateral 129,965 129,518
Additions to property and equipment (23,506 ) (20,842 )
Acquisitions, net of cash acquired (12,279 ) (83,057 )
Investments in unconsolidated affiliates (11,018 ) —
Net cash used in investing activities (49,825 ) (74,446 )
Financing Activities:
Proceeds from exercise of stock options 6 634
Excess tax benefit from stock compensation 342 1,521
Debt issuance cost (259 ) —
Taxes paid related to net share settlement of equity awards (3,596 ) (1,071 )
Change in restricted cash 2,303 (935 )
Proceeds from revolving line of credit 148,265 321,617
Payments on revolving line of credit (194,805 ) (318,227 )
Proceeds from bank borrowings 1,172 —
Payments on bank borrowings and capital lease obligations (5,170 ) (1,056 )
Net cash provided by (used in) financing activities (51,742 ) 2,483
Effect of exchange rate changes on cash and cash equivalents 365 (426 )
Net increase (decrease) in cash and cash equivalents (7,034 ) 22,705
Cash and cash equivalents at beginning of quarter 48,477 23,969
Cash and cash equivalents at end of quarter $41,443 $46,674
Non-cash Investing and Financing Activities:
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Pawn loans forfeited and transferred to inventory $130,675 $123,587
Issuance of common stock due to acquisitions $38,705 $11,615
Deferred consideration $24,000 $5,785
Contingent consideration $— $23,000
Accrued additions to property and equipment $— $1,404
See accompanying notes to interim condensed consolidated financial statements.
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EZCORP, Inc.
CONDENSED CONSOLIDATED STATEMENTS OF STOCKHOLDERS' EQUITY

Common Stock Additional
Paid-in
Capital

Retained
Earnings

Accumulated
Other
Comprehensive
Income (Loss)

EZCORP,
Inc.
Stockholders’
Equity

Shares Par Value

(in thousands)
Balances at September 30, 2011 50,199 $ 501 $242,398 $422,095 $ (746 ) $ 664,248
Stock compensation — — 3,238 — — 3,238
Stock options exercised 196 2 632 — — 634
Issuance of common stock due to
acquisitions 427 5 11,625 — — 11,630

Release of restricted stock 150 2 — — — 2
Excess tax benefit from stock compensation — — 1,521 — — 1,521
Taxes paid related to net share settlement of
equity awards — — (1,071 ) — — (1,071 )

Unrealized loss on available-for-sale
securities — — — — (480 ) (480 )

Foreign currency translation adjustment — — — — (617 ) (617 )
Net income attributable to EZCORP, Inc. — — — 76,613 — 76,613
Balances at March 31, 2012 50,972 $ 510 $258,343 $498,708 $ (1,843 ) $ 755,718

Balances at September 30, 2012 51,226 $ 512 $268,626 $565,803 $ (113 ) $ 834,828
Stock compensation — — 3,054 — — 3,054
Stock options exercised 3 — 6 — — 6
Issuance of common stock due to
acquisitions 1,965 20 38,685 — — 38,705

Issuance of common stock due to purchase of
subsidiary shares from noncontrolling
interest

592 6 10,398 — — 10,404

Purchase of subsidiary shares from
noncontrolling interest — — (2,423 ) — 85 (2,338 )

Release of restricted stock 392 — — — — —
Excess tax benefit from stock compensation — — 342 — — 342
Taxes paid related to net share settlement of
equity awards — — (3,596 ) — — (3,596 )

Unrealized loss on available-for-sale
securities — — — — (172 ) (172 )

Foreign currency translation adjustment — — — — 9,256 9,256
Net income attributable to EZCORP, Inc. — — — 64,698 — 64,698
Balances at March 31, 2013 54,178 $ 538 $315,092 $630,501 $ 9,056 $ 955,187
See accompanying notes to interim condensed consolidated financial statements.
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EZCORP, INC. AND SUBSIDIARIES
Notes to Interim Condensed Consolidated Financial Statements (Unaudited)
March 31, 2013 

NOTE 1: ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
Basis of Presentation
The accompanying unaudited interim condensed consolidated financial statements have been prepared in accordance
with generally accepted accounting principles for interim financial information and with the instructions to Form 10-Q
and Article 10 of Regulation S-X. Accordingly, they do not include all the information and footnotes required by
generally accepted accounting principles for complete financial statements. Our management has included all
adjustments it considers necessary for a fair presentation. These adjustments are of a normal, recurring nature except
for those related to acquired businesses (described in Note 2). The accompanying financial statements should be read
with the Consolidated Financial Statements included in our Annual Report on Form 10-K for the year ended
September 30, 2012. The balance sheet at September 30, 2012 has been derived from the audited financial statements
at that date but does not include all of the information and footnotes required by generally accepted accounting
principles for complete financial statements. Our business is subject to seasonal variations, and operating results for
the three and six months ended March 31, 2013 (the “current quarter” and "current six-month period") are not
necessarily indicative of the results of operations for the full fiscal year. Certain prior period balances have been
reclassified to conform to the current presentation and to reflect adjustments to purchase price allocations that were
updated as additional information became available.
The consolidated financial statements include the accounts of EZCORP, Inc. ("EZCORP") and its consolidated
subsidiaries. All inter-company accounts and transactions have been eliminated in consolidation. As of March 31,
2013, we own 60% of the outstanding equity interests in Prestaciones Finmart, S.A. de C.V., SOFOM, E.N.R. (“Grupo
Finmart"), doing business under the brands "Crediamigo” and "Adex," 95% of Ariste Holding Limited and its affiliates
("Cash Genie"), and 51% of Renueva Comercial S.A. de C.V. ("TUYO"), and therefore, include their results in our
consolidated financial statements. We account for our investments in Albemarle & Bond Holdings, PLC and Cash
Converters International Limited using the equity method.
With the exception of the policies described below, there have been no changes in significant accounting policies as
described in our Annual Report on Form 10-K for the year ended September 30, 2012.
On November 20, 2012, we entered into a definitive agreement with Go Cash, LLC and certain of its affiliates ("Go
Cash") to acquire substantially all the assets of Go Cash's online lending business. This acquisition was completed on
December 20, 2012 and accounted for as an asset purchase. Since the acquisition, Go Cash (now EZCORP Online)
has modified the following consumer loan policies:
Unsecured Consumer Loan Revenue and Bad Debt— Consumer loans made by EZCORP Online are considered
delinquent if they are not repaid or renewed by the maturity date.   We do not accrue additional revenues on
delinquent loans. All outstanding principal balances and fee receivables greater than 60 days past due are considered
defaulted. Upon default, we charge consumer loan principal to consumer loan bad debt and reverse accrued unsecured
consumer loan fee revenue.
Recently Adopted Accounting Pronouncements
In December 2011, Financial Accounting Standards Board ("FASB") issued Accounting Standards Update ("ASU")
2011-11, Disclosures about Offsetting Assets and Liabilities. This update, which amends FASB ASC 210 (Balance
Sheet), requires entities to disclose information about offsetting and related arrangements and the effect of those
arrangements on its financial position. The amendments in ASU 2011-11 enhance disclosures required by FASB ASC
210 by requiring improved information about financial instruments and derivative instruments that are either offset in
accordance with FASB ASC 210-20-45 or 815-10-45 or are subject to an enforceable master netting arrangement or
similar agreement. ASU 2011-11 is effective for interim and annual periods beginning on or after January 1, 2013.
Disclosures are required retrospectively for all comparative periods presented. Currently, we do not enter into any
right of offset arrangements and the adoption of ASU 2011-11 did not have a material effect on our financial position,
results of operations or cash flows.
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In February 2013, the FASB issued ASU 2013-01, Balance Sheet (Topic 210): Clarifying the Scope of Disclosures
about Offsetting Assets and Liabilities. This update addresses implementation issues about the scope of ASU 2011-11.
The amendments in this ASU clarify that the scope of the disclosures under U.S. GAAP is limited to derivatives,
including bifurcated embedded derivatives, repurchase agreements, reverse purchase agreements, securities borrowing
and securities lending transactions that are offset in accordance with FASB ASC 210-20-45 Balance
Sheet—Offsetting—Other Presentation
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Matters, or FASB ASC 815-10-45 Derivatives and Hedging — Overall — Other Presentation Matters, or subject to a
master netting arrangement or similar agreement. Entities with other types of financial assets and financial liabilities
subject to a master netting arrangement or similar agreement are no longer subject to the disclosure requirements in
ASU 2011-11. This update requires entities to apply the amendments for annual reporting periods beginning on or
after January 1, 2013 and interim periods within those annual periods and to provide the required disclosures
retrospectively for all comparative periods presented. Currently, we do not enter into any right of offset arrangements
and the adoption of ASU 2013-01 did not have a material effect on our financial position, results of operations or cash
flows.
Recently Issued Accounting Pronouncements
In October 2012, the FASB issued ASU 2012-04, Technical Corrections and Improvements. This update clarifies the
Codification or corrects unintended application of guidance and includes amendments identifying when the use of fair
value should be linked to the definition of fair value in Topic 820, Fair Value Measurement. Amendments to the
Codification without transition guidance are effective upon issuance for both public and nonpublic entities. For public
entities, amendments subject to transition guidance will be effective for fiscal periods beginning after December 15,
2012. We do not anticipate that the adoption of ASU 2012-04 will have a material effect on our financial position,
results of operations or cash flows.
In February 2013, the FASB issued ASU 2013-02, Comprehensive income (Topic 220) — Reporting of Amounts
Reclassified Out of Accumulated Other Comprehensive Income.  This update, requires an entity to report the effect of
significant reclassifications out of accumulated other comprehensive income on the respective line items in net income
if the amount being reclassified is required under U.S. GAAP to be reclassified in its entirety to net income. For other
amounts that are not required under U.S. GAAP to be reclassified in their entirety to net income in the same reporting
period, an entity is required to cross-reference other disclosures required under U.S. GAAP that provide additional
detail about those amounts. This update requires entities to apply the amendments for periods beginning after
December 15, 2012 and interim periods within those annual periods and to provide the required disclosures for all
reporting periods presented. We do not anticipate the adoption of ASU 2013-03 to have a material effect on our
financial position, results of operations or cash flows.
In February 2013, the FASB issued ASU 2013-04, Liabilities (Topic 405)—Obligations Resulting from Joint and
Several Liability Arrangements for Which the Total Amount of the Obligation Is Fixed at the Reporting Date (a
consensus of the FASB Emerging Issues Task Force). This update provides guidance for the recognition,
measurement and disclosure of obligations resulting from joint and several liability arrangements for which the total
amount of the obligation within the scope of this guidance is fixed at the reporting date (except for obligations
addressed within existing guidance in U.S. GAAP). Examples of obligations within the scope of ASU 2013-04 include
debt arrangements, other contractual obligations and settled litigation and judicial rulings. ASU 2013-04 is effective
prospectively for fiscal years, and interim periods within those years, beginning after December 15, 2013. We do not
anticipate that the adoption of ASU 2013-04 will have a material effect on our financial position, results of operations
or cash flows.
In March 2013, the FASB issued ASU 2013-05, Foreign Currency Matters (Topic 830) — Parent's Accounting for the
Cumulative Translation Adjustment upon Derecognition of Certain Subsidiaries or Groups of Assets within a Foreign
Entity or of an Investment in a Foreign Entity (a consensus of the FASB Emerging Issues Task Force).  This update
applies to the release of the cumulative translation adjustment into net income when a parent either sells a part or all of
its investment in a foreign entity, or no longer holds a controlling financial interest in a subsidiary or group of assets
that is a business (other than a sale of in substance real estate or conveyance of oil and gas mineral rights) within a
foreign entity. ASU 2013-05 is effective prospectively for fiscal years, and interim periods within those years,
beginning after December 15, 2013. We do not anticipate that the adoption of ASU 2013-05 will have a material
effect on our financial position, results of operations or cash flows.
NOTE 2: ACQUISITIONS 
Go Cash
On November 20, 2012, we entered into a definitive agreement with Go Cash, LLC and certain of its affiliates ("Go
Cash") to acquire substantially all the assets of Go Cash's online lending business. This acquisition was completed on
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December 20, 2012 and accounted for as an asset purchase. No liabilities were assumed other than trade payables and
accounts payable incurred prior to closing in the ordinary course of business, which were less than $0.2 million.
The assets acquired include a proprietary software platform, including a loan management system and a lending
decision science engine, that will enable geographic expansion both within the U.S. and internationally; an internal
customer service and collections call center; a portion of the existing Go Cash multi-state loan portfolio; and related
assets, including customer lists, customer data and customer transaction information. We hired substantially all of Go
Cash's employees, including the management team, an internal underwriting and customer experience analytics team,
and an experienced customer service and collections call center team.
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The total purchase price is performance-based and will be determined over a period of four years following the
closing. A minimum of $50.8 million will be paid, of which $27.8 million was paid at closing, $11.0 million will be
paid on November 10, 2013, $6.0 million will be paid on November 10, 2014, and $6.0 million will be paid on
November 10, 2015. The performance consideration element will be based on the net income generated by the
"Post-Closing Business Unit" (which will include all of EZCORP's online consumer lending business). Within a
specified period after the end of each of the first four years following the closing, EZCORP will make a contingent
supplemental payment equal to the difference between (a) the adjusted net income for such year, multiplied by 6.0,
and (b) all consideration payments previously paid. Each payment may be made, in EZCORP's sole discretion, in cash
or in the form of shares of EZCORP Class A Non-Voting Common Stock. The initial payment was made in the form
of 1,400,198 shares of EZCORP Class A Non-Voting Common Stock.
The contingent consideration element of the purchase price, which is the amount in excess of the guaranteed $50.8
million, has not yet been valued as of March 31, 2013 and therefore has not been included in the purchase price
allocation or the financial statements of EZCORP as of March 31, 2013. The three and six month periods ended
March 31, 2013 include $1.4 million and $1.5 million in total revenues and $2.8 million and $3.1 million in losses
related to EZCORP online.
TUYO
On November 1, 2012, we acquired a 51%  interest in Renueva Comercial S.A. de C.V., a company headquartered in
Mexico City and doing business under the name “TUYO.” TUYO owns and operates 20 stores in Mexico City and the
surrounding metropolitan area. In these stores, TUYO buys quality used merchandise from customers and then resells
that merchandise to other customers. TUYO also sells refurbished or other merchandise acquired in bulk from
wholesalers. As this acquisition was individually immaterial, we present its related information, other than
information related to the redeemable noncontrolling interest, on a combined basis.
Pursuant to the acquisition agreement, the sellers have a put option with respect to their remaining shares of TUYO.
The sellers have the right to sell their TUYO shares to EZCORP during a specified exercise period, with specified
limitations on the number of shares that may be sold within a consecutive 12-month period. Under the guidance in
ASC 480-10-S99, securities that are redeemable for cash or other assets are to be classified outside of permanent
equity; therefore, we have included the redeemable noncontrolling interest related to TUYO in temporary equity.

The fair value of the TUYO redeemable noncontrolling interest was estimated by applying an income and market
approach. This fair value measurement is based on significant inputs that are not observable in the market and thus
represents a Level 3 measurement. Key assumptions include discount rates of 10% and 18% representing discounts for
lack of control and lack of marketability respectively that market participants would consider when estimating the fair
value of the noncontrolling interest. The fair market value of TUYO was determined using a multiple of future
earnings. We expect the recorded values related to the noncontrolling interest at March 31, 2013 to approximate fair
value.
Other
The six-month period ended March 31, 2013, includes the December 2012 acquisition of 12 pawn locations in
Arizona. Arizona is a new state of operation for EZCORP. As this acquisition was individually immaterial, we present
its related information on a consolidated basis.
The following tables provide information related to the acquisitions of domestic and foreign retail and financial
services locations during the six months ended March 31, 2013:

Six Months Ended March 31,
2013

Go Cash Other
Acquisitions

Number of asset purchase acquisitions 1 —
Number of stock purchase acquisitions — 2
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U.S. stores acquired — 12
Foreign stores acquired — 20
Total stores acquired — 32
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Six Months Ended March 31,
2013

Go Cash Other
Acquisitions

(in thousands)
Consideration:
Cash $— $15,318
Equity instruments 27,776 10,929
Deferred consideration 23,000 1,000
Fair value of total consideration transferred 50,776 27,247
Cash acquired — (3,040 )
Total purchase price $50,776 $24,207

Six Months Ended March 31,
2013

Go Cash Other
Acquisitions

(in thousands)
Current assets:
Pawn loans $— $5,714
Service charges and fees receivable, net 23 400
Inventory, net — 2,441
Prepaid expenses and other assets 120 508
Total current assets 143 9,063
Property and equipment, net 268 1,064
Goodwill 38,128 17,126
Intangible assets 12,315 96
Other assets 124 314
Total assets $50,978 $27,663
Current liabilities:
Accounts payable and other accrued expenses $202 $517
Customer layaway deposits — 103
Total current liabilities 202 620
Total liabilities 202 620
Redeemable noncontrolling interest — 2,836
Net assets acquired $50,776 $24,207

Goodwill deductible for tax purposes $38,128 $—

Indefinite-lived intangible assets acquired:
Domain name $215 $—
Definite-lived intangible assets acquired (1):
Non-compete agreements $— $30
Internally developed software $12,100 $66
(1) The weighted average useful life of definite-lived intangible assets acquired is five years.
All acquisitions were made as part of our continuing strategy to enhance and diversify our earnings over the
long-term. The factors contributing to the recognition of goodwill were based on several strategic and synergistic
benefits we expect to realize from the acquisitions. These benefits include our initial entry into several markets and a
greater presence in others, as well as the ability to further leverage our expense structure through increased scale. The
purchase price allocation of assets acquired in the most recent twelve month period is preliminary as we continue to
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receive information regarding the acquired assets. Transaction related expenses for the six-month periods ended
March 31, 2013 and 2012 of approximately $0.5 million and $1.7 million, respectively, were expensed as incurred and
recorded as administrative expenses. These amounts exclude costs related to transactions that did not close and future
acquisitions. The results of all acquisitions have been consolidated with our results since their respective closing. Pro
forma results of operations have not been presented because it is impracticable to do so, as historical audited financial
statements in U.S. GAAP are not readily available.
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Grupo Finmart
On January 30, 2012, we acquired a 60% interest in Grupo Finmart, now doing business under the brands of
Crediamigo and Adex, a specialty consumer finance company headquartered in Mexico City, with 45 loan servicing
locations throughout the country, for total consideration of $60.1 million, net of cash acquired. This amount includes
contingent consideration related to two earn out payments. If certain financial performance targets are achieved,
during calendar years 2012 and 2013, we will make a payment to the sellers of $12.0 million, each year, for a total
amount of $24.0 million. The Grupo Finmart purchase price allocation presented below includes a fair value amount
of $23.0 million attributable to the contingent consideration payments. The first contingent consideration payment of
$12.0 million was paid in April 2013.
Pursuant to the Master Transaction Agreement, the sellers have a put option with respect to their remaining shares of
Grupo Finmart. Under the guidance in ASC 480-10-S99, securities that are redeemable for cash or other assets are to
be classified outside of permanent equity; therefore, we have included the redeemable noncontrolling interest related
to Grupo Finmart in temporary equity. The fair value of the Grupo Finmart redeemable noncontrolling interest was
estimated by applying an income and market approach. This fair value measurement at acquisition was based on
significant inputs that are not observable in the market and thus represents a Level 3 measurement. We expect the
recorded values related to the noncontrolling interest at March 31, 2013 to approximate fair value.
Cash Genie
On April 14, 2012, we acquired a 72% interest in Ariste Holding Limited and its affiliates, which provides online
loans in the U.K. under the name "Cash Genie." As this acquisition was individually immaterial, we present its related
information, other than information related to the redeemable noncontrolling interest, on a combined basis.
Pursuant to the acquisition agreement, the sellers have a put option with respect to their remaining shares of Cash
Genie. The seller has the right to sell their Cash Genie shares to EZCORP during the exercise period. Under the
guidance in ASC 480-10-S99, securities that are redeemable for cash or other assets are to be classified outside of
permanent equity; therefore, we have included the redeemable noncontrolling interest related to Cash Genie in
temporary equity.
On November 14, 2012, a seller exercised his option with respect to his remaining shares. This transaction increased
our ownership percentage to 95%, and was treated as an equity transaction and not an adjustment to the purchase price
of the Company's initial controlling interest acquisition of Cash Genie. The details of the transaction are described
further in Note 8. We expect the remaining recorded values related to the noncontrolling interest at March 31, 2013 to
approximate fair value.
Other
In fiscal 2012, we acquired 50 locations in the U.S. and one in Canada. As these acquisitions, were individually
immaterial, we present their related information on a consolidated basis.
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The following table provides information related to the acquisitions of domestic and foreign retail and financial
services locations in fiscal 2012:

Fiscal Year Ended
September 30, 2012
Grupo
Finmart

Other
Acquisitions

(in thousands)
Current assets:
Pawn loans $— $ 6,781
Consumer loans, net 8,935 3,641
Service charges and fees receivable, net 18,844 1,940
Inventory, net — 5,911
Deferred tax asset — 238
Prepaid expenses and other assets 3,543 204
Total current assets 31,322 18,715
Property and equipment, net 2,326 4,061
Goodwill 99,486 99,747
Non-current consumer loans, net 56,120 —
Intangible assets 16,400 3,980
Other assets 7,497 294
Total assets $213,151 $ 126,797
Current liabilities:
Accounts payable and other accrued expenses $6,853 $ 5,496
Customer layaway deposits — 808
Current maturities of long-term debt 22,810 —
Other current liabilities — 257
Total current liabilities 29,663 6,561
Long-term debt, less current maturities 86,872 —
Deferred tax liability 171 113
Total liabilities 116,706 6,674
Redeemable noncontrolling interest 36,300 9,557
Net assets acquired $60,145 $ 110,566

As per FASB ASC 805-10-25 adjustments to provisional purchase price allocation amounts made during the
measurement period, shall be recorded as if the accounting for the business combination had been completed at the
acquisition date. Thus, the acquirer shall revise comparative information for prior periods presented in financial
statements. The amounts above and our consolidated balance sheet as of March 31, 2012 reflect all measurement
period adjustments recorded since the acquisition date. These adjustments resulted in a $0.1 million decrease in the
purchase price and include a $0.3 million increase in current assets, a $5.5 million decrease in other assets, a $1.4
million decrease in current liabilities $3.0 million decrease in long-term liabilities and a $2.8 million increase in the
redeemable noncontrolling interest, for a net change in goodwill of $3.6 million.
NOTE 3: EARNINGS PER SHARE 
We compute basic earnings per share on the basis of the weighted average number of shares of common stock
outstanding during the period. We compute diluted earnings per share on the basis of the weighted average number of
shares of common stock plus the effect of dilutive potential common shares outstanding during the period using the
treasury stock method. Dilutive potential common shares include outstanding stock options and restricted stock
awards.
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Potential common shares are required to be excluded from the computation of diluted earnings per share if the
assumed proceeds upon exercise or vest, as defined by FASB ASC 718-10-25, are greater than the cost to re-acquire
the same number of shares at the average market price, and therefore the effect would be anti-dilutive.
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Components of basic and diluted earnings per share and excluded anti-dilutive potential common shares are as
follows: 

Three Months Ended March
31, Six Months Ended March 31,

2013 2012 2013 2012
(in thousands, except per share amounts)

Net income attributable to EZCORP (A) $33,981 $37,261 $64,698 $76,613
Weighted average outstanding shares of common stock
(B) 54,172 50,794 53,099 50,573

Dilutive effect of stock options and restricted stock 80 275 73 314
Weighted average common stock and common stock
equivalents (C) 54,252 51,069 53,172 50,887

Basic earnings per share (A/B) $0.63 $0.73 $1.22 $1.51
Diluted earnings per share (A/C) $0.63 $0.73 $1.22 $1.51
Potential common shares excluded from the calculation
of diluted earnings per share — — 7 —

NOTE 4: STRATEGIC INVESTMENTS 
At March 31, 2013, we owned 16,644,640 ordinary shares of Albemarle & Bond Holdings, PLC ("Albermarle &
Bond"), representing almost 30% of its total outstanding shares. Our total cost for those shares was approximately
$27.6 million. Albemarle & Bond is primarily engaged in pawnbroking, retail jewelry sales, check cashing and
lending in the United Kingdom. We account for the investment using the equity method. Since Albemarle & Bond’s
fiscal year ends three months prior to ours, we report the income from this investment on a three-month lag.
Albemarle & Bond files semi-annual financial reports for its fiscal periods ending December 31 and June 30. Due to
the three-month lag, income reported for our six-month period ended March 31, 2013 and 2012 represents our
percentage interest in the results of Albemarle & Bond’s operations from July 1, 2012 to December 31, 2012 and July
1, 2011 to December 31, 2011, respectively.
Conversion of Albemarle & Bond’s financial statements into U.S. GAAP resulted in no material differences from those
reported by Albemarle & Bond following IFRS.
In its functional currency of British pounds, Albemarle & Bond’s total assets increased 13% from December 31, 2011
to December 31, 2012 and its net income decreased 31% for the six months ended December 31, 2012. The following
table presents summary financial information for Albemarle & Bond’s most recently reported results after translation
to U.S. dollars (using the exchange rate as of December 31 of each year for balance sheet items and average exchange
rates for the income statement items for the periods indicated):

As of December 31,
2012 2011
(in thousands)

Current assets $162,078 $134,387
Non-current assets 74,711 65,354
Total assets $236,789 $199,741
Current liabilities $22,267 $21,021
Non-current liabilities 83,332 62,169
Shareholders’ equity 131,190 116,551
Total liabilities and shareholders’ equity $236,789 $199,741

Six Months Ended December
31,
2012 2011
(in thousands)

Gross revenues $93,793 $99,804
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Gross profit 53,612 58,165
Profit for the year (net income) 9,796 14,208
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At March 31, 2013, we owned 136,848,000 shares, or approximately 33% of Cash Converters International Limited
("Cash Converters International"), a publicly traded company headquartered in Perth, Australia. Cash Converters
International franchises and operates a worldwide network of over 700 specialty financial services and retail stores
that provide pawn loans, short-term unsecured loans and other consumer finance products, and buy and sell
second-hand goods, with significant store concentrations in Australia and the United Kingdom. Those shares include
12,430,000 shares that we acquired in November 2012 for approximately $11.0 million in cash as part of a share
placement. Our total investment in Cash Converters International was acquired between November 2009 and
November 2012 for approximately $68.8 million.
We account for our investment in Cash Converters International using the equity method. Since Cash Converters
International’s fiscal year ends three months prior to ours, we report the income from this investment on a three-month
lag. Cash Converters International files semi-annual financial reports for its fiscal periods ending December 31 and
June 30. Due to the three-month lag, income reported for our six-month period ended March 31, 2013 and 2012
 represents our percentage interest in the results of Cash Converters International’s operations from July 1, 2012 to
December 31, 2012 and July 1, 2011 to December 31, 2011, respectively.
Conversion of Cash Converters International’s financial statements into U.S. GAAP resulted in no material differences
from those reported by Cash Converters following IFRS.
In its functional currency of Australian dollars, Cash Converters International’s total assets increased 22% from
December 31, 2011 to December 31, 2012 and its net income improved 39% for the six months ended December 31,
2012. The following table presents summary financial information for Cash Converters International’s most recently
reported results after translation to U.S. dollars (using the exchange rate as of December 31 of each year for balance
sheet items and average exchange rates for the income statement items for the periods indicated):

As of December 31,
2012 2011
(in thousands)

Current assets $169,739 $128,289
Non-current assets 141,258 121,835
Total assets $310,997 $250,124
Current liabilities $38,735 $33,290
Non-current liabilities 31,591 37,797
Shareholders’ equity 240,671 179,037
Total liabilities and shareholders’ equity $310,997 $250,124

Six Months Ended December
31,
2012 2011
(in thousands)

Gross revenues $140,123 $115,256
Gross profit 95,149 76,405
Profit for the year (net income) 19,143 13,668
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The table below summarizes the recorded value and fair value of each of these strategic investments at the dates
indicated. These fair values are considered Level 1 estimates within the fair value hierarchy of FASB ASC 820-10-50,
and were calculated as (a) the quoted stock price on each company’s principal market multiplied by (b) the number of
shares we owned multiplied by (c) the applicable foreign currency exchange rate at the dates indicated.

March 31, September 30,
2013 2012 2012
(in thousands of U.S. dollars)

Albemarle & Bond:
Recorded value $53,053 $49,175 $51,812
Fair value 54,103 92,868 65,109
Cash Converters International:
Recorded value $94,179 $70,881 $74,254
Fair value 208,110 85,277 100,705
NOTE 5: GOODWILL AND OTHER INTANGIBLE ASSETS 
The following table presents the balance of each major class of indefinite-lived intangible asset at the specified dates:

March 31, September 30,
2013 2012 2012
(in thousands)

Pawn licenses $8,836 $8,836 $8,836
Trade name 9,772 7,097 9,845
Domain name 215 — —
Goodwill 432,124 324,281 374,663
Total $450,947 $340,214 $393,344

The following tables present the changes in the carrying value of goodwill, by segment, over the periods presented:

U.S. &
Canada

Latin
America

Other
International Consolidated

(in thousands)
Balances at September 30, 2012 $224,306 $110,401 $39,956 $374,663
Acquisitions 53,033 2,221 — 55,254
Effect of foreign currency translation changes (1 ) 4,578 (2,370 ) 2,207
Balances at March 31, 2013 $277,338 $117,200 $37,586 $432,124

U.S. &
Canada

Latin
America

Other
International Consolidated

(in thousands)
Balances at September 30, 2011 $163,897 $9,309 $— $173,206
Acquisitions 50,001 99,486 — 149,487
Effect of foreign currency translation changes (1 ) 1,589 — 1,588
Balances at March 31, 2012 $213,897 $110,384 $— $324,281
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The following table presents the gross carrying amount and accumulated amortization for each major class of
definite-lived intangible asset at the specified dates:

March 31, September 30,
2013 2012 2012

Carrying
Amount

Accumulated
Amortization

Net
Book
Value

Carrying
Amount

Accumulated
Amortization

Net
Book
Value

Carrying
Amount

Accumulated
Amortization

Net
Book
Value

(in thousands)
Real estate finders’
fees $1,741 $ (662 ) $1,079 $1,327 $ (533 ) $794 $1,457 $ (590 ) $867

Non-compete
agreements 4,600 (3,666 ) 934 4,301 (2,877 ) 1,424 4,504 (3,290 ) 1,214

Favorable lease 1,159 (491 ) 668 985 (381 ) 604 1,159 (436 ) 723
Franchise rights 1,571 (132 ) 1,439 1,602 (67 ) 1,535 1,625 (102 ) 1,523
Deferred
financing costs 11,182 (5,207 ) 5,975 7,607 (2,493 ) 5,114 10,584 (3,459 ) 7,125

Contractual
relationship 15,082 (1,920 ) 13,162 14,504 (1,407 ) 13,097 14,517 (1,075 ) 13,442

Internally
developed
software

20,028 (895 ) 19,133 — — — 1,344 (19 ) 1,325

Other 325 (51 ) 274 323 (20 ) 303 321 (36 ) 285
Total $55,688 $ (13,024 ) $42,664 $30,649 $ (7,778 ) $22,871 $35,511 $ (9,007 ) $26,504

The amortization of most definite-lived intangible assets is recorded as amortization expense. The favorable lease
asset and other intangibles are amortized to operations expense (rent expense) over the related lease terms. The
deferred financing costs are amortized to interest expense over the life of the related debt instruments. The following
table presents the amount and classification of amortization recognized as expense in each of the periods presented:

Three Months Ended March 31, Six Months Ended March 31,
2013 2012 2013 2012
(in thousands)

Amortization expense $1,322 $1,697 $2,045 $1,924
Operations expense 32 23 67 49
Interest expense 760 444 1,524 595
Total expense from the amortization of
definite-lived intangible assets $2,114 $2,164 $3,636 $2,568

The following table presents our estimate of future amortization expense for definite-lived intangible assets:

Fiscal Years Ended
September 30, Amortization expense Operations expense Interest expense

(in thousands)
2013 $2,676 $67 $1,636
2014 5,740 126 2,164
2015 5,452 113 1,108
2016 5,392 111 580
2017 5,304 111 487
As acquisitions and dispositions occur in the future, amortization expense may vary from these estimates.
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NOTE 6: LONG-TERM DEBT AND CAPITAL LEASE OBLIGATIONS 
The following table presents our long-term debt instruments and balances under capital lease obligations outstanding
at March 31, 2013 and 2012 and September 30, 2012:

March 31, 2013 March 31, 2012 September 30, 2012
Carrying
Amount

Debt
Premium

Carrying
Amount

Debt
Premium

Carrying
Amount

Debt
Premium

(in thousands)
Recourse to EZCORP:
Domestic line of credit up to $175,000 due 2015 $74,000 $ — $30,000 $— $130,000 $—
Capital lease obligations 1,181 — — — 1,589 —
Non-recourse to EZCORP:
Secured foreign currency line of credit up to
$4,000 due 2014 2,009 156 3,327 264 2,629 199

Secured foreign currency line of credit up to
$20,000 due 2015 12,142 — 21,799 5,243 16,073 —

Secured foreign currency line of credit up to
$23,000 due 2017 22,352 — 10,495 3,285 11,263 —

Consumer loans facility due 2017 33,995 — — — 32,679 —
10% unsecured notes due 2013 664 — 1,820 — 1,766 —
15% unsecured notes due 2013 14,273 825 — — 14,262 1,334
16% unsecured notes due 2013 — — 5,404 315 5,248 108
20% unsecured notes due 2013 — — 12,730 2,057 — —
10% unsecured notes due 2014 2,373 — — — 963 —
11% unsecured notes due 2014 5,347 — — — — —
17% secured notes due 2014 — — 32,850 4,297 — —
10% unsecured notes due 2015 444 — — — 427 —
15% secured notes due 2015 4,561 513 — — 4,488 597
18% secured notes due 2015 — — 4,592 736 — —
25% secured notes due 2015 — — 6,402 1,362 — —
10% unsecured notes due 2016 128 — 1,514 — 123 —
Total long-term obligations 173,469 1,494 130,933 17,559 221,510 2,238
Less current portion 35,445 1,141 22,849 5,625 21,679 1,497
Total long-term and capital lease obligations $138,024 $ 353 $108,084 $11,934 $199,831 $741

On May 10, 2011, we entered into a new senior secured credit agreement with a syndicate of five banks, replacing our
previous credit agreement. Among other things, the new credit agreement provides for a four-year $175 million
revolving credit facility that we may, under the terms of the agreement, request to be increased to a total of $225
million. Upon entering the new credit agreement, we repaid and retired our $17.5 million outstanding debt. The new
credit facility increases our available credit and provides greater flexibility to make investments and acquisitions both
domestically and internationally.
Pursuant to the credit agreement, we may choose to pay interest to the lenders for outstanding borrowings at LIBOR
plus 200 to 275 basis points or the bank's base rate plus 100 to 175 basis points, depending on our leverage ratio
computed at the end of each calendar quarter. On the unused amount of the credit facility, we pay a commitment fee
of 37.5 to 50 basis points depending on our leverage ratio calculated at the end of each quarter. Terms of the credit
agreement require, among other things, that we meet certain financial covenants, restrict dividend payments and limit
other and non-recourse debt. At March 31, 2013, we were in compliance with all covenants. We expect the recorded
value of our debt to approximate its fair value, as it is all variable rate debt and carries no pre-payment penalty, and
would be considered a Level 2 estimate within the fair value hierarchy.
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At March 31, 2013, $74.0 million was outstanding under our revolving credit agreement. We also issued a $1.7
million letter of credit, leaving $99.3 million available on our revolving credit facility. The outstanding bank letter of
credit was required under our workers' compensation insurance program.
Deferred financing costs related to our credit agreement are included in intangible assets, net on the balance sheet and
are being amortized to interest expense over the term of the agreement.
On January 30, 2012, we acquired a 60% ownership interest in Grupo Finmart, a specialty consumer finance company
headquartered in Mexico City. Non-recourse debt amounts in the table above represent Grupo Finmart’s third party
debt. All lines of credit are guaranteed by Grupo Finmart's loan portfolio. Interest on lines of credit due 2014 and 2015
is charged at the Mexican Interbank Equilibrium ("TIIE") plus a margin varying from 6% to 9%. The line of credit
due 2014 requires monthly payments of $0.1 million with remaining principal due at maturity. The line of credit due
2015 requires monthly payments of $0.9 million with the remaining principal due at maturity. The 15% secured notes
require monthly payments of $0.1 million with remaining principal due at maturity.
At acquisition, we performed a valuation to determine the fair value of Grupo Finmart's debt. As a result, we recorded
a debt premium on Grupo Finmart’s debt. This debt premium is being amortized as a reduction of interest expense over
the life of the debt. The fair value was determined by using an income approach, specifically the discounted cash
flows method based on the contractual terms of the debt and risk adjusted discount rates. The significant inputs used
for the valuation are not observable in the market and thus this fair value measurement represents a Level 3
measurement within the fair value hierarchy. We expect the recorded value of our debt to approximate its fair value
and would be considered Level 3 estimates within the fair value hierarchy.
On July 10, 2012, Grupo Finmart entered into a securitization transaction to transfer the collection rights of certain
eligible consumer loans to a bankruptcy remote trust in exchange for cash on a non-recourse basis. The trust received
financing as a result of the issuance of debt securities and delivered the proceeds of the financing to Grupo Finmart.
The securitization agreement calls for a two-year revolving period in which the trust will use principal collections of
the consumer loan portfolio to acquire additional collection rights up to $121.4 million in eligible loans from Grupo
Finmart. Upon the termination of the revolving period, the collection received by the trust will be used to repay the
debt. Grupo Finmart will continue to service the underlying loans in the trust.
Grupo Finmart is the primary beneficiary of the securitization trust because Grupo Finmart has the power to direct the
most significant activities of the trust through its role as servicer of all the receivables held by the trust and through its
obligation to absorb losses or receive benefits that could potentially be significant to the trust. Consequently, we
consolidate the trust.
As of March 31, 2013, borrowings under the securitization borrowing facility amounted to $34.0 million. Interest is
charged at TIIE plus a 2.5% margin, or a total of 7.3% as of March 31, 2013. The debt issued by the trust will be paid
solely from the collections of the consumer loans transferred to the trust, and therefore there is no recourse to Grupo
Finmart or EZCORP.
NOTE 7: COMMON STOCK, OPTIONS AND STOCK COMPENSATION 
Our net income includes the following compensation costs related to our stock compensation arrangements:

Three Months Ended
March 31,

Six Months Ended
March 31,

2013 2012 2013 2012
(in thousands)

Gross compensation costs $2,129 $1,725 $3,054 $3,238
Income tax benefits (720 ) (570 ) (1,019 ) (1,016 )
Net compensation expense $1,409 $1,155 $2,035 $2,222
In the current three and six month periods ended March 31, 2013, stock option exercises resulted in the issuance of
3,000 shares for nominal proceeds. In the prior year three and six-month periods ended March 31, 2012, stock option
exercises resulted in the issuance of 195,898 shares for total proceeds of $0.6 million. All options and restricted stock
related to our Class A Non-voting Common Stock.
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NOTE 8: REDEEMABLE NONCONTROLLING INTEREST 
The following table provides a summary of the activities in our redeemable noncontrolling interests as of March 31,
2013 and 2012:

Redeemable
Noncontrolling
Interests
(in thousands)

Balance as of September 30, 2011 $—
Acquisition of redeemable noncontrolling interest 36,300
Net income attributable to redeemable noncontrolling interests 112
Foreign currency translation adjustment attributable to noncontrolling interests 496
Balance as of March 31, 2012 $36,908

Balance as of September 30, 2012 $53,681
Acquisition of redeemable noncontrolling interest 2,836
Sale of additional shares to parent (7,981 )
Net income attributable to redeemable noncontrolling interests 2,337
Foreign currency translation adjustment attributable to noncontrolling interests 2,109
Balance as of March 31, 2013 $52,982

On November 1, 2012, we acquired a 51% interest in TUYO (See Note 2 for details).

On November 14, 2012, we acquired an additional 23% of the ordinary shares outstanding of Cash Genie, our U.K.
online lending business, for $10.4 million, increasing our ownership percentage from 72% to 95%, with the remaining
5% held by local management. The consideration paid to the selling shareholder was paid in the form of 592,461
shares of EZCORP Class A Non-Voting Common Stock. This transaction was treated as an equity transaction and not
an adjustment to the purchase price of the our initial controlling interest acquisition of Cash Genie.
NOTE 9: INCOME TAXES 
Income tax expense is provided at the U.S. tax rate on financial statement earnings, adjusted for the difference
between the U.S. tax rate and the rate of tax in effect for non-U.S. earnings deemed to be permanently reinvested in
our non-U.S. operations.  Deferred income taxes have not been provided for the potential remittance of non-U.S.
undistributed earnings to the extent those earnings are deemed to be permanently reinvested, or to the extent such
recognition would result in a deferred tax asset.
The current quarter’s effective tax rate is 31.6% of pretax income compared to 34.7% for the prior year quarter. For the
current six-month period, the effective tax rate is 32.7% compared to 34.3% in the prior year six-month period. The
effective tax rate for the three month period ended March 31, 2013 was lowered by a one-time recognition of a tax
benefit from foreign net operating losses. The effective tax rate for the six-month period ended March 31, 2013 was
lowered by a one-time recognition of a tax benefit from state and foreign net operating losses. 
NOTE 10: CONTINGENCIES 
Currently and from time to time, we are defendants in various legal and regulatory actions. While we cannot
determine the ultimate outcome of these actions, we believe their resolution will not have a material adverse effect on
our financial condition, results of operations or liquidity.
NOTE 11: OPERATING SEGMENT INFORMATION 
Segment information is prepared on the same basis that our management reviews financial information for operational
decision-making purposes. Our business consists of three reportable segments:
•U.S. & Canada – Includes all business activities in the United States and Canada
•Latin America – Includes all business activities in Mexico and other parts of Latin America
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•Other International – Includes all business activities in the rest of the world (currently consisting of consumer loans
online in the U.K. and our equity interests in the net income of Albemarle & Bond and Cash Converters International)
In connection with our decentralization strategy, we have changed the accountability for, and reporting of, certain
items in administrative expenses, depreciation and amortization. When directly related to a segment, these items have
been included in segment contribution.When shared by multiple segments, these items are being allocated to the
segment and included in their segment contribution. Prior year figures have been reclassified to conform to this
presentation.
There are no inter-segment revenues, and the amounts below were determined in accordance with the same accounting
principles used in our consolidated financial statements. The following tables present operating segment information
for the three and six-month periods ending March 31, 2013 and 2012:

Three Months Ended March 31, 2013
U.S. &
Canada

Latin
America

Other
International Consolidated

(in thousands)
Revenues:
Merchandise sales $87,048 $13,858 $— $100,906
Jewelry scrapping sales 40,671 2,897 — 43,568
Pawn service charges 54,512 8,082 — 62,594
Consumer loan fees 43,825 11,842 6,643 62,310
Other revenues 1,620 217 859 2,696
Total revenues 227,676 36,896 7,502 272,074
Merchandise cost of goods sold 51,167 8,010 — 59,177
Jewelry scrapping cost of goods sold 27,663 2,429 — 30,092
Consumer loan bad debt 6,864 (661 ) 2,677 8,880
Net revenues 141,982 27,118 4,825 173,925
Segment expenses:
Operations 85,477 16,401 3,669 105,547
Depreciation and amortization 4,909 1,771 143 6,823
(Gain) loss on sale or disposal of assets (1 ) 14 — 13
Interest (income) expense, net 15 2,802 (1 ) 2,816
Equity in net income of unconsolidated affiliates — — (4,125 ) (4,125 )
Other income (1 ) (315 ) — (316 )
Segment contribution $51,583 $6,445 $5,139 $63,167
Corporate expenses:
Administrative 8,603
Depreciation and amortization 1,940
Interest expense, net 937
Other expense 721
Income before taxes 50,966
Income tax expense 16,086
Net income 34,880
Net income attributable to noncontrolling interest 899
Net income attributable to EZCORP, Inc. $33,981
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Three Months Ended March 31, 2012
U.S. &
Canada

Latin
America

Other
International Consolidated

(in thousands)
Revenues:
Merchandise sales $85,498 $9,499 $— $94,997
Jewelry scrapping sales 49,414 3,761 — 53,175
Pawn service charges 50,505 5,939 — 56,444
Consumer loan fees 42,806 7,383 130 50,319
Other revenues 1,219 124 — 1,343
Total revenues 229,442 26,706 130 256,278
Merchandise cost of goods sold 50,499 5,381 — 55,880
Jewelry scrapping cost of goods sold 29,537 2,773 — 32,310
Consumer loan bad debt 5,878 508 80 6,466
Net revenues 143,528 18,044 50 161,622
Segment expenses:
Operations 75,364 11,090 170 86,624
Depreciation and amortization 3,390 2,404 14 5,808
Loss on sale or disposal of assets 25 2 — 27
Interest expense, net — 1,769 — 1,769
Equity in net income of unconsolidated affiliates — — (4,577 ) (4,577 )
Other expense 909 13 — 922
Segment contribution $63,840 $2,766 $4,443 $71,049
Corporate expenses:
Administrative 11,998
Depreciation and amortization 1,451
Interest expense, net 477
Other income (120 )
Income before taxes 57,243
Income tax expense 19,870
Net income 37,373
Net income attributable to noncontrolling interest 112
Net income attributable to EZCORP, Inc. $37,261
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Six Months Ended March 31, 2013
U.S. &
Canada

Latin
America

Other
International Consolidated

(in thousands)
Revenues:
Merchandise sales $167,513 $28,975 $— $196,488
Jewelry scrapping sales 82,813 6,680 — 89,493
Pawn service charges 112,722 15,896 — 128,618
Consumer loan fees 89,784 23,719 13,572 127,075
Other revenues 4,414 1,871 1,241 7,526
Total revenues 457,246 77,141 14,813 549,200
Merchandise cost of goods sold 97,899 16,779 — 114,678
Jewelry scrapping cost of goods sold 56,820 5,471 — 62,291
Consumer loan bad debt 18,345 (1,709 ) 6,318 22,954
Net revenues 284,182 56,600 8,495 349,277
Segment expenses:
Operations 172,920 32,142 7,747 212,809
Depreciation and amortization 9,011 3,446 219 12,676
Loss on sale or disposal of assets 28 14 — 42
Interest (income) expense, net 32 5,415 (1 ) 5,446
Equity in net income of unconsolidated affiliates — — (9,163 ) (9,163 )
Other income (5 ) (295 ) (69 ) (369 )
Segment contribution $102,196 $15,878 $9,762 $127,836
Corporate expenses:
Administrative 22,274
Depreciation and amortization 3,739
Interest expense, net 1,944
Other expense 273
Income before taxes 99,606
Income tax expense 32,571
Net income 67,035
Net income attributable to noncontrolling interest 2,337
Net income attributable to EZCORP, Inc. $64,698

21

Edgar Filing: JONES SODA CO - Form 10-Q

Table of Contents 76



Table of Contents

Six Months Ended March 31, 2012
U.S. &
Canada

Latin
America

Other
International Consolidated

(in thousands)
Revenues:
Merchandise sales $162,050 $19,841 $— $181,891
Jewelry scrapping sales 102,280 7,298 — 109,578
Pawn service charges 104,875 11,361 — 116,236
Consumer loan fees 87,818 7,383 206 95,407
Other revenues 1,795 244 — 2,039
Total revenues 458,818 46,127 206 505,151
Merchandise cost of goods sold 93,950 10,326 — 104,276
Jewelry scrapping cost of goods sold 62,687 5,047 — 67,734
Consumer loan bad debt 16,768 508 215 17,491
Net (losses) revenues 285,413 30,246 (9 ) 315,650
Segment expenses:
Operations 150,358 18,056 768 169,182
Depreciation and amortization 6,613 3,174 36 9,823
(Gain) loss on sale or disposal of assets (175 ) 1 — (174 )
Interest expense, net 4 1,733 — 1,737
Equity in net income of unconsolidated affiliates — — (8,738 ) (8,738 )
Other (income) expense (151 ) 16 (64 ) (199 )
Segment contribution $128,764 $7,266 $7,989 $144,019
Corporate expenses:
Administrative 23,652
Depreciation and amortization 2,691
Interest expense, net 1,060
Other income (118 )
Income before taxes 116,734
Income tax expense 40,009
Net income 76,725
Net income attributable to noncontrolling interest 112
Net income attributable to EZCORP, Inc. $76,613
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The following table presents separately identified segment assets: 

U.S. &
Canada

Latin
America

Other
International Consolidated

(in thousands)
Assets at March 31, 2013
Cash and cash equivalents $11,721 $14,602 $2,765 $29,088
Restricted cash — 1,204 — 1,204
Pawn loans 119,681 18,699 — 138,380
Consumer loans, net 17,736 91,418 4,856 114,010
Service charges and fees receivable, net 28,968 28,673 1,254 58,895
Inventory, net 95,307 21,210 — 116,517
Property and equipment, net 68,725 29,388 1,499 99,612
Restricted cash, non-current — 2,197 — 2,197
Goodwill 277,338 117,200 37,586 432,124
Intangibles, net 28,853 21,018 2,726 52,597
Total separately identified recorded segment assets $648,329 $345,609 $50,686 $1,044,624
Consumer loans outstanding from unaffiliated lenders $19,879 $— $— $19,879
Assets at March 31, 2012
Cash and cash equivalents $17,266 $15,220 $258 $32,744
Restricted cash — 930 — 930
Pawn loans 108,804 13,501 — 122,305
Consumer loans, net 14,074 66,747 86 80,907
Service charges and fees receivable, net 25,886 20,933 28 46,847
Inventory, net 77,132 10,702 — 87,834
Property and equipment, net 56,544 18,948 223 75,715
Goodwill 213,897 110,384 — 324,281
Intangibles, net 17,651 19,305 42 36,998
Total separately identified recorded segment assets $531,254 $276,670 $637 $808,561
Consumer loans outstanding from unaffiliated lenders $19,130 $— $— $19,130
Assets at September 30, 2012
Cash and cash equivalents $14,820 $16,365 $1,789 $32,974
Restricted cash — 1,145 — 1,145
Pawn loans 140,885 16,763 — 157,648
Consumer loans, net 18,960 73,422 3,767 96,149
Service charges and fees receivable, net 34,066 24,637 1,114 59,817
Inventory, net 94,449 14,765 — 109,214
Property and equipment, net 60,476 23,005 1,503 84,984
Restricted cash, non-current — 4,337 — 4,337
Goodwill 224,306 110,401 39,956 374,663
Intangibles, net 17,498 21,867 2,946 42,311
Total separately identified recorded segment assets $605,460 $306,707 $51,075 $963,242
Consumer loans outstanding from unaffiliated lenders $24,773 $— $— $24,773
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The following table reconciles separately identified recorded segment assets, as shown above, to our consolidated total
assets:

March 31, September 30,
2013 2012 2012
(in thousands)

Total separately identified recorded segment assets $1,044,624 $808,561 $963,242
Corporate assets 269,783 218,966 254,765
 Total assets $1,314,407 $1,027,527 $1,218,007

The following tables provide geographic information required by ASC 280-10-50-41:
Three Months Ended
March 31,

Six Months Ended March
31,

2013 2012 2013 2012
(in thousands)

Revenues:
U.S. $222,947 $225,490 $447,703 $451,205
Mexico 36,896 26,706 77,141 46,127
Canada 4,729 3,952 9,543 7,613
U.K 7,502 130 14,813 206
Total 272,074 256,278 549,200 505,151

March 31, September 30,
2013 2012 2012
(in thousands)

Long-lived assets:
U.S. $393,698 $298,031 $317,887
Mexico 167,904 148,812 155,488
Canada 9,177 11,021 10,199
U.K. 41,769 223 44,363
Other 42 42 42
Total $612,590 $458,129 $527,979
NOTE 12: ALLOWANCE FOR LOSSES AND CREDIT QUALITY OF FINANCING RECEIVABLES 
We offer a variety of loan products and credit services to customers who do not have cash resources or access to credit
to meet their cash needs. Our customers are considered to be in a higher risk pool with regard to creditworthiness
when compared to those of typical financial institutions. As a result, our receivables do not have a credit risk profile
that can easily be measured by the normal credit quality indicators used by the financial markets. We manage the risk
through closely monitoring the performance of the portfolio and through our underwriting process. This process
includes review of customer information, such as making a credit reporting agency inquiry, evaluating and verifying
income sources and levels, verifying employment and verifying a telephone number where customers may be
contacted. For auto title loans, we additionally inspect the automobile, title and reference to market values of used
automobiles.
The accuracy of our allowance estimates is dependent upon several factors, including our ability to predict future
default rates based on historical trends and expected future events. We base our estimates on observable trends and
various other assumptions that we believe to be reasonable under the circumstances. We review and analyze our loan
portfolios based on aggregation of loans by type and duration of the loan products. Loan repayment trends and default
rates are evaluated each month based on each loan portfolio and adjustments to loss allowance are made accordingly.
A documented and systematic process is followed.
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We consider consumer loans made at our storefronts by our wholly owned subsidiaries defaulted if they have not been
repaid or renewed by the maturity date. If one payment of a multiple-payment loan is delinquent, that one payment is
considered defaulted. If more than one payment is delinquent at any time, the entire loan is considered defaulted.
Although defaulted loans
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may be collected later, we charge the loan principal to consumer loan bad debt upon default, leaving only active loans
in the reported balance. Accrued fees related to defaulted loans reduce fee revenue upon loan default, and increase fee
revenue upon collection.
Based on historical collection experience, the age of past-due loans and amounts we expect to receive through the sale
of repossessed vehicles, we provide an allowance for losses on auto title loans.
Consumer loans made by EZCORP Online are considered delinquent if they are not repaid or renewed by the maturity
date. We do not accrue revenues on delinquent loans. All outstanding principal balances and fee receivables greater
than 60 days past due are considered defaulted. Upon default, we charge consumer loan principal to consumer loan
bad debt and reverse accrued unsecured consumer loan fee revenue. Subsequent collections of these amounts are
recorded as a reduction to consumer loan bad debt expense and consumer loan fee revenue.
The Grupo Finmart acquisition marked our initial entry into unsecured consumer lending in Mexico. Grupo Finmart's
consumer loans are considered in current status as long as the customer is employed and Grupo Finmart receives
payments via payroll withholdings. Loans made to customers no longer employed are considered current if payments
are made by the due date. If one payment of a loan is delinquent, that one payment is considered defaulted. If two or
more payments are delinquent at any time, the entire loan is considered defaulted. Although defaulted loans may be
collected later, Grupo Finmart charges the loan principal to consumer loan bad debt upon default, leaving only active
loans in the reported balance. Subsequent collections of principal are recorded as a reduction of consumer loan bad
debt when collected. Accrued fees related to defaulted loans reduce fee revenue upon default, and increase fee revenue
upon collection.
The following table presents changes in the allowance for credit losses, as well as the recorded investment in our
financing receivables by portfolio segment for the periods presented: 

Description

Allowance
Balance
at
Beginning
of Period

Charge-offs Recoveries Provision Translation
Adjustment

Allowance
Balance at
End of
Period

Financing
Receivable
at End of
Period

(in thousands)
Unsecured short-term consumer
loans:
Three Months Ended March 31,
2013 $2,553 $ (10,875 ) $ 5,480 $5,076 $ — $2,234 $ 20,022

Three Months Ended March 31,
2012 $1,730 $ (4,274 ) $ 2,245 $1,741 $ — $1,442 $ 12,892

Six Months Ended March 31,
2013 $2,390 $ (22,924 ) $ 10,281 $12,487 $ — $2,234 $ 20,022

Six Months Ended March 31,
2012 $1,727 $ (8,953 ) $ 3,703 $4,965 $ — $1,442 $ 12,892

Secured short-term consumer
loans:
Three Months Ended March 31,
2013 $1,473 $ (10,597 ) $ 9,840 $642 $ — $1,358 $ 6,163

Three Months Ended March 31,
2012 $982 $ (4,427 ) $ 3,823 $330 $ — $708 $ 3,418

Six Months Ended March 31,
2013 $942 $ (19,271 ) $ 17,800 $1,887 $ — $1,358 $ 6,163

Six Months Ended March 31,
2012 $538 $ (7,767 ) $ 6,642 $1,295 $ — $708 $ 3,418

*Unsecured long-term consumer
loans:
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Three Months Ended March 31,
2013 $624 $ (791 ) $ 1,136 $(663 ) ** $ 24 $330 $ 91,747

Three Months Ended March 31,
2012 $— $ (572 ) $ 232 $508 $ (2 ) $166 $ 66,913

Six Months Ended March 31,
2013 $623 $ (952 ) $ 2,357 $(1,716 ) ** $ 18 $330 $ 91,747

Six Months Ended March 31,
2012 $— $ (572 ) $ 232 $508 $ (2 ) $166 $ 66,913

*Comparative information includes activity since Grupo Finmart's January 30, 2012 acquisition.
** Benefit in unsecured long-term consumer loan provision is due to the sale of past due loans and recoveries of loans
previously written-off.

The provisions presented in the table above include only principal and exclude items such as non-sufficient funds fees,
repossession fees, auction fees and interest. In addition, all credit service expenses and fees related to loans made by
our unaffiliated lenders are excluded, as we do not own the loans made in connection with our credit services and they
are not recorded as assets on our balance sheets. Expected losses on credit services are accrued and reported in
“Accounts payable and other accrued expenses” on our balance sheets.
Auto title loans remain as recorded investments when in delinquent or nonaccrual status. We consider an auto title
loan past due if it has not been repaid or renewed by the maturity date. Based on experience, we establish a reserve on
all auto title loans. On auto title loans more than 90 days past due, we reserve the percentage we estimate will not be
recoverable through auction and
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reserve 100% of loans for which we have not yet repossessed the underlying collateral. No fees are accrued on any
auto title loans more than 90 days past due. 
Short-term unsecured consumer loans made online by EZCORP Online remain as recorded investments when in
delinquent or nonaccrual status. We consider these loans past due if they have not been repaid or renewed by the
maturity date. Valuation reserves are based on days past due and respective historical collection rates. We reserve
100% of loans once they are more than 60 days past due. No fees are accrued on short-term consumer loans more than
60 days past due.
Consumer loans made by Grupo Finmart remain on the balance sheet as recorded investments when in delinquent
status. We consider a consumer loan past due if it has not been repaid or renewed by the maturity date; however, it is
not unusual to have a lag in payments due to the time it takes the government agencies to setup the initial payroll
withholding. Only those consumer loans made to customers that are no longer employed are considered in nonaccrual
status. We establish a reserve on all consumer loans, based on historical experience. No fees are accrued on any
consumer loans made to customers that are no longer employed.

The following table presents an aging analysis of past due financing receivables by portfolio segment: 

Days Past Due Total Current Fair Value Total
Financing Allowance

Recorded
Investment
> 90
Days

1-30 31-60 61-90 >90 Past Due ReceivableAdjustmentReceivableBalance Accruing
(in thousands)

Unsecured short-term consumer loans:*
March 31, 2013
Consumer
loans $13 $13 $— $— $26 $ 119 $ — $ 145 $ 30 $ —

Secured short-term consumer loans:
March 31, 2013
Consumer
loans $1,299 $747 $506 $825 $3,377 $ 2,786 $ — $ 6,163 $ 1,358 $ —

March 31, 2012
Consumer
loans $530 $285 $252 $433 $1,500 $ 1,918 $ — $ 3,418 $ 708 $ —

September 30, 2012
Consumer
loans $1,246 $708 $466 $391 $2,811 $ 3,140 $ — $ 5,951 $ 942 $ —

Unsecured long-term consumer loans:
March 31, 2013
Consumer
loans $1,545 $5,519 $3,856 $27,479 $38,399 $ 54,447 $ (1,099 ) $ 91,747 $ 330 $ 27,479

March 31, 2012
Consumer
loans $8,847 $15,636 $574 $6,009 $31,066 $ 40,181 $ (4,334 ) $ 66,913 $ 166 $ 6,009

September 30, 2012
Consumer
loans $2,465 $28,783 $949 $7,507 $39,704 $ 37,120 $ (2,779 ) $ 74,045 $ 623 $ 7,507

* Unsecured short-term consumer loans amounts are included for periods after the acquisition of Go Cash.
NOTE 13: FAIR VALUE MEASUREMENTS 
In accordance with FASB ASC 820-10, Fair Value Measurements and Disclosures, our assets and liabilities, which
are carried at fair value, are classified in one of the following three categories:
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Level 1: Quoted market prices in active markets for identical assets or liabilities.
Level 2: Other observable inputs other than quoted market prices.
Level 3: Unobservable inputs that are not corroborated by market data.
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The tables below present our financial assets that are measured at fair value on a recurring basis as of March 31, 2013
and 2012 and September 30, 2012:

March 31,
2013

Fair Value Measurements Using
Financial assets (liabilities): Level 1 Level 2 Level 3

(in thousands)
Marketable equity securities $4,367 $4,367 $— $—
Contingent consideration (23,678 ) — — (23,678 )
Net financial assets (liabilities) $(19,311 ) $4,367 $— $(23,678 )

March 31,
2012

Fair Value Measurements Using
Financial assets (liabilities): Level 1 Level 2 Level 3

(in thousands)
Marketable equity securities $4,628 $4,628 $— $—
Contingent consideration (23,000 ) — — (23,000 )
Net financial assets (liabilities) $(18,372 ) $4,628 $— $(23,000 )

September 30,
2012

Fair Value Measurements Using
Financial assets (liabilities): Level 1 Level 2 Level 3

(in thousands)
Marketable equity securities $4,631 $4,631 $— $—
Contingent consideration (23,432 ) — — (23,432 )
Net financial assets (liabilities) $(18,801 ) $4,631 $— $(23,432 )

We measure the value of our marketable equity securities under a Level 1 input. These assets are publicly traded
equity securities for which market prices are readily available. There were no transfers of assets in or out of Level 1 or
Level 2 fair value measurements in the periods presented. At March 31, 2013 our marketable equity securities were in
an unrealized loss position. The aggregate amount of unrealized losses at March 31, 2013 was less than $0.1 million
and we currently believe that the fair value decline is temporary.

We used an income approach to measure the fair value of the contingent consideration using a probability-weighted
discounted cash flow approach, in which all outcomes were successful. The significant inputs used for the valuation
are not observable in the market, as they are specifically related to Grupo Finmart, and thus this fair value
measurement represents a Level 3 measurement within the fair value hierarchy. During three and six month periods
ended March 31, 2013 we recorded accretion expense of $0.1 million and $0.3 million respectively to bring the
contingent consideration liability to $23.7 million at March 31, 2013. These amounts are included in administrative
expenses in our consolidated statement of operations.
NOTE 14: DERIVATIVE INSTRUMENTS AND HEDGING ACTIVITIES 
Our earnings and financial position are affected by changes in gold values. In fiscal year 2012, we used derivative
financial instruments in order to manage our commodity price risk associated with the forecasted sales of gold scrap.
These derivatives were not designated as hedges, and according to FASB ASC 815-20-25, “Derivatives and Hedging –
Recognition,” changes in their fair value were recorded directly in earnings. As of March 31, 2013 and 2012 and as of
September 30, 2012 , we had no balance outstanding recorded on our balance sheet.
The table below presents the effect of our derivative financial instruments on the Condensed Consolidated Statements
of Operations for the three and six-month periods ended March 31, 2013 and 2012:

Losses (Gains) Recognized in Income
Three Months Ended March 31, Six Months Ended March 31,

Derivative Instrument Location of
Loss (Gain) 2013 2012 2013 2012
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(in thousands)
Non-designated
derivatives:

Gold Collar Other (income)
expense $— $922 $— $(151 )
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NOTE 15: CONDENSED CONSOLIDATING FINANCIAL INFORMATION 
On February 3, 2012, we filed with the United States Securities and Exchange Commission a “shelf” registration
statement on Form S-3 registering the offer and sale of an indeterminate amount of a variety of securities, including
debt securities. Unless otherwise indicated in connection with a particular offering of debt securities, each of our
wholly-owned domestic subsidiaries will fully and unconditionally guarantee on a joint and several basis our payment
obligations under such debt securities issued by the parent.
In accordance with Rule 3-10(f) of Regulation S-X, the following presents condensed consolidating financial
information as of March 31, 2013 and 2012  and for the current and prior three and six month periods then ended and
as of September 30, 2012 for EZCORP, Inc. (the “Parent”), each of the Parent’s domestic subsidiaries (the “Subsidiary
Guarantors”) on a combined basis and each of the Parent’s other subsidiaries (the “Other Subsidiaries”) on a combined
basis. Eliminating entries presented are necessary to consolidate the groups of entities. Subsequent to the issuance of
our consolidated financial statements for the year ended September 30, 2012, we identified certain errors in the
presentation of the consolidating financial statements contained in this footnote as of September 30, 2012, March 31,
2012 and for the three and six months ended March 31, 2012.  The condensed consolidating financial information
presented on the following pages has been corrected for these errors.  These adjustments did not have an impact on the
consolidated financial statements as of September 30, 2012, March 31, 2012, or for the three and six months ended
March 31, 2012.
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Condensed Consolidating Balance Sheets
March 31, 2013

Parent Subsidiary
Guarantors

Other
Subsidiaries Eliminations Consolidated

(in thousands)
Assets:
Current assets:
Cash and cash equivalents $703 $21,521 $19,219 $— $41,443
Restricted cash — — 1,204 — 1,204
Pawn loans — 119,681 18,699 — 138,380
Consumer loans, net — 14,912 21,684 — 36,596
Pawn service charges receivable, net — 22,475 2,913 — 25,388
Consumer loan fees receivable, net — 5,899 27,608 — 33,507
Inventory, net — 93,760 22,757 — 116,517
Deferred tax asset 9,484 6,232 — — 15,716
Intercompany receivables 351,557 96,938 — (448,495 ) —
Income tax receivable 3,028 51 — — 3,079
Prepaid expenses and other assets 4 35,823 6,594 — 42,421
Total current assets 364,776 417,292 120,678 (448,495 ) 454,251
Investments in unconsolidated affiliates 94,179 53,053 — — 147,232
Investments in subsidiaries 675,350 99,942 — (775,292 ) —
Property and equipment, net — 80,143 38,836 — 118,979
Restricted cash, non-current — — 2,197 — 2,197
Goodwill — 277,307 154,817 — 432,124
Intangible assets, net 1,248 34,999 25,240 — 61,487
Non-current consumer loans, net — — 77,414 — 77,414
Other assets, net — 8,561 12,162 — 20,723
Total assets $1,135,553 $971,297 $431,344 $(1,223,787) $1,314,407
Liabilities and stockholders’ equity:
Current liabilities:
Current maturities of long-term debt $— $— $34,912 $— $34,912
Current capital lease obligations — 533 — — 533
Accounts payable and other accrued expenses 57 49,143 14,098 — 63,298
Other current liabilities 12,000 425 23,671 — 36,096
Customer layaway deposits — 7,107 1,084 — 8,191
Intercompany payables 73,327 245,909 114,672 (433,908 ) —
Total current liabilities 85,384 303,117 188,437 (433,908 ) 143,030
Long-term debt, less current maturities 74,000 — 77,963 (14,587 ) 137,376
Long-term capital lease obligations — 648 — — 648
Deferred tax liability 8,982 1,122 — — 10,104
Deferred gains and other long-term liabilities 12,000 2,233 847 — 15,080
Total liabilities 180,366 307,120 267,247 (448,495 ) 306,238
Commitments and contingencies
Temporary equity:
Redeemable noncontrolling interest — — 52,982 — 52,982
Stockholders’ equity:
Class A Non-voting Common Stock, par value
$.01 per share; 508 12 — (12 ) 508

30 — 1 (1 ) 30
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Class B Voting Common Stock, convertible,
par value $.01 per share;
Additional paid-in capital 315,092 155,527 103,763 (259,290 ) 315,092
Retained earnings 630,501 509,249 6,334 (515,583 ) 630,501
Accumulated other comprehensive income
(loss) 9,056 (611 ) 1,017 (406 ) 9,056

EZCORP, Inc. stockholders' equity 955,187 664,177 111,115 (775,292 ) 955,187
Total liabilities and stockholders’ equity $1,135,553 $971,297 $431,344 $(1,223,787) $1,314,407
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March 31, 2012

Parent Subsidiary
Guarantors

Other
Subsidiaries Eliminations Consolidated

(in thousands)
Assets:
Current assets:
Cash and cash equivalents $703 $29,020 $16,951 $— $46,674
Restricted cash — — 930 — 930
Pawn loans — 108,804 13,501 — 122,305
Consumer loans, net — 11,910 12,365 — 24,275
Pawn service charges receivable, net — 20,210 2,086 — 22,296
Consumer loan fees receivable, net — 5,523 19,028 — 24,551
Inventory, net — 75,815 12,019 — 87,834
Deferred tax asset 12,298 5,478 452 — 18,228
Intercompany receivables 286,603 83,648 — (370,251 ) —
Income tax receivable 2,351 — — — 2,351
Prepaid expenses and other assets 4 29,440 5,030 — 34,474
Total current assets 301,959 369,848 82,362 (370,251 ) 383,918
Investments in unconsolidated affiliates 70,881 49,175 — — 120,056
Investments in subsidiaries 465,383 89,574 — (554,957 ) —
Property and equipment, net — 66,331 28,713 — 95,044
Goodwill 42 213,824 110,415 — 324,281
Intangible assets, net 1,848 16,028 20,928 — 38,804
Non-current consumer loans, net — — 56,632 — 56,632
Other assets, net — 6,821 1,971 — 8,792
Total assets $840,113 $811,601 $301,021 $(925,208 ) $1,027,527
Liabilities and stockholders’ equity:
Current liabilities:
Current maturities of long-term debt — — 22,849 — 22,849
Accounts payable and other accrued expenses 46 45,443 12,621 — 58,110
Other current liabilities — 5,123 11,600 — 16,723
Customer layaway deposits — 6,551 642 — 7,193
Intercompany payables 47,389 282,342 30,251 (359,982 ) —
Total current liabilities 47,435 339,459 77,963 (359,982 ) 104,875
Long-term debt, less current maturities 30,000 — 88,353 (10,269 ) 108,084
Deferred tax liability 6,960 1,304 191 — 8,455
Deferred gains and other long-term liabilities — 1,989 11,498 — 13,487
Total liabilities 84,395 342,752 178,005 (370,251 ) 234,901
Commitments and contingencies
Temporary equity:
Redeemable noncontrolling interest — — 36,908 — 36,908
Stockholders’ equity:
Class A Non-voting Common Stock, par value
$.01 per share; 480 12 — (12 ) 480

Class B Voting Common Stock, convertible,
par value $.01 per share; 30 — 1 (1 ) 30

Additional paid-in capital 258,343 129,871 95,820 (225,691 ) 258,343
Retained earnings 498,708 340,494 (5,808 ) (334,686 ) 498,708

Edgar Filing: JONES SODA CO - Form 10-Q

Table of Contents 90



Accumulated other comprehensive income
(loss) (1,843 ) (1,528 ) (3,905 ) 5,433 (1,843 )

EZCORP, Inc. stockholders' equity 755,718 468,849 86,108 (554,957 ) 755,718
Total liabilities and stockholders’ equity $840,113 $811,601 $301,021 $(925,208 ) $1,027,527
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September 30, 2012

Parent Subsidiary
Guarantors

Other
Subsidiaries Eliminations Consolidated

(in thousands)
Assets:
Current assets:
Cash and cash equivalents $703 $27,686 $20,088 $— $48,477
Restricted cash — — 1,145 — 1,145
Pawn loans — 140,885 16,763 — 157,648
Consumer loans, net — 16,562 17,590 — 34,152
Pawn service charges receivable, net — 26,663 2,738 — 29,401
Consumer loan fees receivable, net — 6,899 23,517 — 30,416
Inventory, net — 93,165 16,049 — 109,214
Deferred tax asset 9,484 5,500 — — 14,984
Intercompany receivables 363,065 — — (363,065 ) —
Income taxes receivable 10,209 — 302 — 10,511
Prepaid expenses and other assets 2,243 38,629 4,579 — 45,451
Total current assets 385,704 355,989 102,771 (363,065 ) 481,399
Investments in unconsolidated affiliates 74,254 51,812 — — 126,066
Investments in subsidiaries 510,045 95,942 — (605,987 ) —
Property and equipment, net — 74,837 33,294 — 108,131
Restricted cash, non-current — — 4,337 — 4,337
Goodwill — 224,275 150,388 — 374,663
Intangible assets, net 1,548 17,228 26,409 — 45,185
Non-current consumer loans, net — — 61,997 — 61,997
Other assets, net — 8,585 7,644 — 16,229
Total assets $971,551 $828,668 $386,840 $(969,052 ) $1,218,007
Current liabilities:
Current maturities of long-term debt $— $— $21,085 $— $21,085
Current capital lease obligations — 594 — — 594
Accounts payable and other accrued expenses 128 53,169 10,807 — 64,104
Other current liabilities — 2,925 11,896 — 14,821
Customer layaway deposits — 6,251 987 — 7,238
Intercompany payables — 257,571 84,850 (342,421 ) —
Total current liabilities 128 320,510 129,625 (342,421 ) 107,842
Long-term debt, less current maturities 130,000 — 89,480 (20,644 ) 198,836
Long-term capital lease obligations — 995 — — 995
Deferred tax liability 6,595 1,327 — — 7,922
Deferred gains and other long-term liabilities — 1,898 12,005 — 13,903
Total liabilities 136,723 324,730 231,110 (363,065 ) 329,498
Commitments and contingencies
Temporary equity:
Redeemable noncontrolling interest — — 53,681 — 53,681
Stockholders’ equity:
Class A Non-voting Common Stock, par value
$.01 per share; 482 12 — (12 ) 482

Class B Voting Common Stock, convertible,
par value $.01 per share; 30 1 — (1 ) 30
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Additional paid-in capital 268,626 80,210 102,188 (182,398 ) 268,626
Retained earnings 565,803 425,024 2,373 (427,397 ) 565,803
Accumulated other comprehensive income
(loss) (113 ) (1,309 ) (2,512 ) 3,821 (113 )

EZCORP, Inc. stockholders' equity 834,828 503,938 102,049 (605,987 ) 834,828
Total liabilities and stockholders’ equity $971,551 $828,668 $386,840 $(969,052 ) $1,218,007
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Condensed Consolidating Statements of Operations
Three Months Ended March 31, 2013

Parent Subsidiary
Guarantors

Other
Subsidiaries Eliminations Consolidated

(in thousands)
Revenues:
Merchandise sales $— $85,964 $14,942 $— $100,906
Jewelry scrapping sales — 40,384 3,184 — 43,568
Pawn service charges — 54,512 8,082 — 62,594
Consumer loan fees — 40,725 21,585 — 62,310
Other revenues — 1,362 1,334 — 2,696
Total revenues — 222,947 49,127 — 272,074
Merchandise cost of goods sold — 50,581 8,596 — 59,177
Jewelry scrapping cost of goods sold — 27,501 2,591 — 30,092
Consumer loan bad debt — 6,045 2,835 — 8,880
Net revenues — 138,820 35,105 — 173,925
Operating expenses:
Operations — 81,355 24,192 — 105,547
Administrative — 8,354 249 — 8,603
Depreciation and amortization — 6,382 2,381 — 8,763
(Gain) loss on sale or disposal of assets — (1 ) 14 — 13
Total operating expenses — 96,090 26,836 — 122,926
Operating income — 42,730 8,269 — 50,999
Interest (income) expense 960 (362 ) 3,155 — 3,753
Equity in net income of unconsolidated
affiliates (3,058 ) (1,067 ) — — (4,125 )

Equity of net income in subsidiaries (46,034 ) — — 46,034 —
Other expense — 272 133 — 405
Income (loss) before income taxes 48,132 43,887 4,981 (46,034 ) 50,966
Income tax expense 14,151 (2 ) 1,937 — 16,086
Net income (loss) 33,981 43,889 3,044 (46,034 ) 34,880
Net income attributable to redeemable
noncontrolling interest — — 899 — 899

Net income (loss) attributable to EZCORP, Inc.$33,981 $43,889 $2,145 $(46,034 ) $33,981
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Three Months Ended March 31, 2012

Parent Subsidiary
Guarantors

Other
Subsidiaries Eliminations Consolidated

(in thousands)
Revenues:
Merchandise sales $— $84,739 $10,258 $— $94,997
Jewelry scrapping sales — 49,033 4,142 — 53,175
Pawn service charges — 50,505 5,939 — 56,444
Consumer loan fees — 40,233 10,086 — 50,319
Other revenues — 985 358 — 1,343
Total revenues — 225,495 30,783 — 256,278
Merchandise cost of goods sold — 50,063 5,817 — 55,880
Jewelry scrap cost of goods sold — 29,327 2,983 — 32,310
Consumer loan bad debt — 5,310 1,156 — 6,466
Net revenues — 140,795 20,827 — 161,622
Operating expenses:
Operations — 71,199 15,425 — 86,624
Administrative — 10,918 1,080 — 11,998
Depreciation and amortization — 4,447 2,812 — 7,259
Loss on sale or disposal of assets — 2 25 — 27
Total operating expense — 86,566 19,342 — 105,908
Operating income — 54,229 1,485 — 55,714
Interest (income) expense (396 ) 689 1,953 — 2,246
Equity in net income of unconsolidated
affiliates (2,142 ) (2,435 ) — — (4,577 )

Equity of net income in subsidiaries (53,538 ) — — 53,538 —
Other (income) expense — 803 (1 ) — 802
Income (loss) before income taxes 56,076 55,172 (467 ) (53,538 ) 57,243
Income tax expense 18,815 — 1,055 — 19,870
Net income (loss) 37,261 55,172 (1,522 ) (53,538 ) 37,373
Net income attributable to redeemable
noncontrolling interest — — 112 — 112

Net income (loss) attributable to EZCORP, Inc.$37,261 $55,172 $(1,634 ) $(53,538 ) $37,261
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Six Months Ended March 31, 2013

Parent Subsidiary
Guarantors

Other
Subsidiaries Eliminations Consolidated

(in thousands)
Revenues:
Merchandise sales $— $165,166 $31,322 $— $196,488
Jewelry scrapping sales — 82,222 7,271 — 89,493
Pawn service charges — 112,722 15,896 — 128,618
Consumer loan fees — 83,661 43,414 — 127,075
Other revenues — 3,931 3,595 — 7,526
Total revenues — 447,702 101,498 — 549,200
Merchandise cost of goods sold — 96,632 18,046 — 114,678
Jewelry scrap cost of goods sold — 56,490 5,801 — 62,291
Consumer loan bad debt — 16,692 6,262 — 22,954
Net revenues — 277,888 71,389 — 349,277
Operating expenses:
Operations — 163,871 48,938 — 212,809
Administrative (103 ) 21,868 509 — 22,274
Depreciation and amortization — 11,793 4,622 — 16,415
Loss on sale or disposal of assets — 27 15 — 42
Total operating expense (103 ) 197,559 54,084 — 251,540
Operating income 103 80,329 17,305 — 97,737
Interest (income) expense 1,976 (732 ) 6,146 — 7,390
Equity in net income of unconsolidated
affiliates (6,226 ) (2,937 ) — — (9,163 )

Equity of net income in subsidiaries (88,186 ) — — 88,186 —
Other (income) expense — (227 ) 131 — (96 )
Income (loss) before income taxes 92,539 84,225 11,028 (88,186 ) 99,606
Income tax expense 27,841 — 4,730 — 32,571
Net income (loss) 64,698 84,225 6,298 (88,186 ) 67,035
Net income attributable to redeemable
noncontrolling interest — — 2,337 — 2,337

Net income (loss) attributable to EZCORP, Inc.$64,698 $84,225 $3,961 $(88,186 ) $64,698
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Six Months Ended March 31, 2012

Parent Subsidiary
Guarantors

Other
Subsidiaries Eliminations Consolidated

(in thousands)
Revenues:
Merchandise sales $— $160,711 $21,180 $— $181,891
Jewelry scrapping sales — 101,607 7,971 — 109,578
Pawn service charges — 104,875 11,361 — 116,236
Consumer loan fees — 82,650 12,757 — 95,407
Other revenues 20,139 1,835 676 (20,611 ) 2,039
Total revenues 20,139 451,678 53,945 (20,611 ) 505,151
Merchandise cost of goods sold — 93,178 11,098 — 104,276
Jewelry scrap cost of goods sold — 62,333 5,401 — 67,734
Consumer loan bad debt — 15,501 1,990 — 17,491
Net revenues 20,139 280,666 35,456 (20,611 ) 315,650
Operating expenses:
Operations — 142,796 26,386 — 169,182
Administrative — 21,735 2,389 (472 ) 23,652
Depreciation and amortization — 8,594 3,920 — 12,514
(Gain) loss on sale or disposal of assets — (222 ) 48 — (174 )
Total operating expense — 172,903 32,743 (472 ) 205,174
Operating income 20,139 107,763 2,713 (20,139 ) 110,476
Interest (income) expense (2,269 ) 3,142 1,924 — 2,797
Equity in net income of unconsolidated
affiliates (4,478 ) (4,260 ) — — (8,738 )

Equity of net income in subsidiaries (87,451 ) — — 87,451 —
Other (income) expense — (334 ) 17 — (317 )
Income before income taxes 114,337 109,215 772 (107,590 ) 116,734
Income tax expense 37,724 20,139 2,285 (20,139 ) 40,009
Net income (loss) 76,613 89,076 (1,513 ) (87,451 ) 76,725
Net income attributable to redeemable
noncontrolling interest — — 112 — 112

Net income (loss) attributable to EZCORP, Inc.$76,613 $89,076 $(1,625 ) $(87,451 ) $76,613
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Condensed Consolidating Statements of Comprehensive Income
Three Months Ended March 31, 2013

Parent Subsidiary
Guarantors

Other
Subsidiaries Eliminations Consolidated

(in thousands)
Net income (loss) $33,981 $43,889 $3,044 $(46,034 ) $34,880
Other comprehensive income (loss):
Foreign currency translation gain
(loss) 8,351 (12 ) 7,871 (5,099 ) 11,111

Unrealized holding gains (losses)
arising during period (221 ) (221 ) — 221 (221 )

Income tax benefit (provision) (1,057 ) 82 — (82 ) (1,057 )
Other comprehensive income (loss),
net of tax 7,073 (151 ) 7,871 (4,960 ) 9,833

Comprehensive income (loss) $41,054 $43,738 $10,915 $(50,994 ) $44,713
Attributable to redeemable
noncontrolling interest:
Net income — — 899 — 899
Foreign currency translation gain — — 2,760 — 2,760
Comprehensive income attributable to
redeemable noncontrolling interest — — 3,659 — 3,659

Comprehensive income (loss)
attributable to EZCORP, Inc. $41,054 $43,738 $7,256 $(50,994 ) $41,054

Three Months Ended March 31, 2012

Parent Subsidiary
Guarantors

Other
Subsidiaries Eliminations Consolidated

(in thousands)
Net income (loss) $37,261 $55,172 $(1,522 ) $(53,538 ) $37,373
Other comprehensive income (loss):
Foreign currency translation gain (loss)5,898 (458 ) 6,029 (5,075 ) 6,394
Unrealized holding gains (losses)
arising during period (179 ) (179 ) — 179 (179 )

Income tax benefit (provision) (75 ) 213 — (213 ) (75 )
Other comprehensive income (loss),
net of tax 5,644 (424 ) 6,029 (5,109 ) 6,140

Comprehensive income (loss) $42,905 $54,748 $4,507 $(58,647 ) $43,513
Attributable to redeemable
noncontrolling interest:
Net income — — 112 — 112
Foreign currency translation gain — — 496 — 496
Comprehensive income attributable to
redeemable noncontrolling interest — — 608 — 608

Comprehensive income (loss)
attributable to EZCORP, Inc. $42,905 $54,748 $3,899 $(58,647 ) $42,905
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Six Months Ended March 31, 2013

Parent Subsidiary
Guarantors

Other
Subsidiaries Eliminations Consolidated

(in thousands)
Net income (loss) $64,698 $84,225 $6,298 $(88,186 ) $67,035
Other comprehensive income (loss):
Foreign currency translation gain (loss)12,470 1,337 5,638 (4,866 ) 14,579
Unrealized holding gains (losses)
arising during period (264 ) (264 ) — 264 (264 )

Income tax benefit (provision) (3,037 ) (375 ) — 375 (3,037 )
Other comprehensive income (loss),
net of tax 9,169 698 5,638 (4,227 ) 11,278

Comprehensive income (loss) $73,867 $84,923 $11,936 $(92,413 ) $78,313
Attributable to redeemable
noncontrolling interest:
Net income — — 2,337 — 2,337
Foreign currency translation gain — — 2,109 — 2,109
Comprehensive income attributable to
redeemable noncontrolling interest — — 4,446 — 4,446

Comprehensive income (loss)
attributable to EZCORP, Inc. $73,867 $84,923 $7,490 $(92,413 ) $73,867

Six Months Ended March 31, 2012

Parent Subsidiary
Guarantors

Other
Subsidiaries Eliminations Consolidated

(in thousands)
Net income (loss) $76,613 $89,076 $(1,513 ) $(87,451 ) $76,725
Other comprehensive income (loss):
Foreign currency translation gain (loss) (2,870 ) (1,336 ) 4,090 (2,258 ) (2,374 )
Unrealized holding gains (losses)
arising during period (738 ) (738 ) — 738 (738 )

Income tax benefit (provision) 2,511 716 — (716 ) 2,511
Other comprehensive income (loss),
net of tax (1,097 ) (1,358 ) 4,090 (2,236 ) (601 )

Comprehensive income (loss) $75,516 $87,718 $2,577 $(89,687 ) $76,124
Attributable to redeemable
noncontrolling interest:
Net income — — 112 — 112
Foreign currency translation gain — — 496 — 496
Comprehensive income attributable to
redeemable noncontrolling interest — — 608 — 608

Comprehensive income (loss)
attributable to EZCORP, Inc. $75,516 $87,718 $1,969 $(89,687 ) $75,516
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Condensed Consolidating Statements of Cash Flows
Six Months Ended March 31, 2013

Parent Subsidiary
Guarantors

Other
Subsidiaries Eliminations Consolidated

(in thousands)
Net cash provided by (used in) operating activities $70,266 $ (11,375 ) $35,277 $ — $ 94,168
Investing Activities:
Loans made — (324,903 ) (116,014 ) — (440,917 )
Loans repaid — 237,041 70,889 — 307,930
Recovery of pawn loan principal through sale of
forfeited collateral — 112,660 17,305 — 129,965

Additions to property and equipment — (15,955 ) (7,551 ) — (23,506 )
Acquisitions, net of cash acquired — (11,162 ) (1,117 ) — (12,279 )
Proceeds on advances to subsidiaries — 7,754 — (7,754 ) —
Investment in unconsolidated affiliates (11,018 ) — — — (11,018 )
Net cash used in investing activities $(11,018 ) $ 5,435 $ (36,488 ) $ (7,754 ) $ (49,825 )
Financing Activities:
Proceeds from exercise of stock options 6 — — — 6
Excess tax benefit from stock compensation 342 — — — 342
Debt issuance cost — — (259 ) — (259 )
Taxes paid related to net share settlement of equity
awards (3,596 ) — — — (3,596 )

Change in restricted cash — — 2,303 — 2,303
Proceeds from revolving line of credit 138,000 — 10,265 — 148,265
Payments on revolving line of credit (194,000 ) — (805 ) — (194,805 )
Proceeds from bank borrowings — — 1,172 — 1,172
Payments on bank borrowings and capital lease
obligations — (225 ) (12,699 ) 7,754 (5,170 )

Net cash provided by (used in) financing activities $(59,248 ) $ (225 ) $ (23 ) $ 7,754 $ (51,742 )
Effect of exchange rate changes on cash and cash
equivalents — — 365 — 365

Net decrease in cash and cash equivalents — (6,165 ) (869 ) — (7,034 )
Cash and cash equivalents at beginning of period 703 27,686 20,088 — 48,477
Cash and cash equivalents at end of period $703 $ 21,521 $19,219 $ — $ 41,443
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Six Months Ended March 31, 2012

Parent Subsidiary
Guarantors

Other
Subsidiaries Eliminations Consolidated

(in thousands)
Net cash provided by (used in) operating activities $(12,881 ) $ 46,249 $ 61,726 $ — $ 95,094
Investing Activities:
Loans made — (293,161 ) (67,193 ) — (360,354 )
Loans repaid — 212,065 48,224 — 260,289
Recovery of pawn loan principal through sale of
forfeited collateral — 117,114 12,404 — 129,518

Additions to property and equipment — (12,584 ) (8,258 ) — (20,842 )
Acquisitions, net of cash acquired — (51,254 ) (31,803 ) — (83,057 )
Proceeds on advances to subsidiaries — $ (10,269 ) $ — $ 10,269 $ —
Net cash provided by (used in) investing activities $— $ (38,089 ) $ (46,626 ) $ 10,269 $ (74,446 )
Financing Activities:
Proceeds from exercise of stock options 634 — — — 634
Excess tax benefit from stock compensation 1,521 — — — 1,521
Taxes paid related to net share settlement of equity
awards (1,071 ) — — — (1,071 )

Change in restricted cash — — (935 ) — (935 )
Proceeds on revolving line of credit 321,500 — 117 — 321,617
Payments on revolving line of credit (309,000 ) — (9,227 ) — (318,227 )
Proceeds from bank borrowings — — 10,269 (10,269 ) —
Payments on bank borrowings and capital lease
obligations — — (1,056 ) — (1,056 )

Net cash provided by (used in) financing activities $13,584 $ — $ (832 ) $ (10,269 ) $ 2,483
Effect of exchange rate changes on cash and cash
equivalents — — (426 ) — (426 )

Net increase in cash and cash equivalents 703 8,160 13,842 — 22,705
Cash and cash equivalents at beginning of period — 20,860 3,109 — 23,969
Cash and cash equivalents at end of period $703 $ 29,020 $ 16,951 $ — $ 46,674
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NOTE 16: SUPPLEMENTAL CONSOLIDATED FINANCIAL INFORMATION 
Supplemental Consolidated Statements of Financial Position Information:
The following table provides information on net amounts included in pawn service charges receivable, consumer loan
fees, inventories and property and equipment:

March 31, September 30,
2013 2012 2012
(in thousands)

Pawn service charges receivable:
Gross pawn service charges receivable $33,944 $30,534 $40,828
Allowance for uncollectible pawn service charges receivable (8,556 ) (8,238 ) (11,427 )
Pawn service charges receivable, net $25,388 $22,296 $29,401
Consumer loan fees receivable:
Gross consumer loan fees receivable $36,331 $28,376 $34,846
Allowance for uncollectible consumer loan fees receivable (2,824 ) (3,825 ) (4,430 )
Consumer loan fees receivable, net $33,507 $24,551 $30,416
Inventory:
Inventory, gross $121,893 $93,970 $114,788
Inventory reserves (5,376 ) (6,136 ) (5,574 )
Inventory, net $116,517 $87,834 $109,214
Property and equipment:
Property and equipment, gross $285,748 $234,844 $260,379
Accumulated depreciation (166,769 ) (139,800 ) (152,248 )
Property and equipment, net $118,979 $95,044 $108,131

Property and equipment at March 31, 2013 includes approximately $1.3 million of equipment leased under a capital
lease. Amortization of equipment under capital leases is included with depreciation expense and was $0.1 million for
the three month period ended March 31, 2013 and $0.3 million for the six-month period ended March 31, 2013. Future
minimum lease payments related to capital leases are $0.6 million, $0.6 million and $0.1 million due within one, two
and three years respectively, for a total of $1.3 million, of this amount $0.1 million represents interest, and the present
value of net minimum lease payments as of March 31, 2013 was $1.2 million.
Other Supplemental Information:

March 31, September 30,
2013 2012 2012
(in thousands)

Consumer loans:
Expected LOC losses $1,666 $1,402 $1,776
Maximum exposure for LOC losses $22,737 $21,727 $27,373
NOTE 17: SUBSEQUENT EVENTS 
On April 1, 2013, Grupo Finmart completed a $15.0 million equity offering to its existing shareholders for the purpose
of strengthening its balance sheet as it continues to seek additional debt to fund loan originations. EZCORP invested
$9.0 million, which reflected its 60% ownership holding.
On April 19, 2013, Albemarle & Bond Holdings, PLC, our strategic affiliate in the U.K., announced that it expected
profits for their full fiscal year (ending June 30, 2013) to be materially below market expectations, citing reduction in
gold buying profit and pressures on its pawn loan business due to the challenging gold environment and increased
competition. In addition,
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Albemarle and Bond's board announced that their CEO would step down earlier than planned and their former CEO
and non-executive Chairman would assume the CEO role until a permanent replacement is found.
Subsequent to March 31, 2013, the fair value of our investment in Albemarle & Bond Holdings, PLC was less than
our recorded value. We currently believe that the fair value decline is temporary due to the recent global gold
environment challenges and the absence of a permanent CEO.
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Item 2. Management's Discussion and Analysis of Financial Condition and Results of Operations

The discussion in this section contains forward-looking statements that are based on our current expectations. Actual
results could differ materially from those expressed or implied by the forward-looking statements due to a number of
risks, uncertainties and other factors, including those identified in “Part II, Item 1A — Risk Factors” of this report and
"Part I, Item 1A—Risk Factors" of our Annual Report on Form 10-K for the year ended September 30, 2012.
GENERAL
Overview of Operations
We are a leading provider of instant cash solutions for consumers through multiple channels: in store, at home, online,
or any combination. We provide collateralized, non-recourse loans, commonly known as pawn loans, and a variety of
short-term consumer loans, including single-payment and multiple-payment unsecured loans and single-payment and
multiple-payment auto title loans. In Texas, we provide fee-based credit services to customers seeking loans. At our
pawn and buy/sell stores, we also sell merchandise, primarily collateral forfeited from pawn lending operations and
used merchandise purchased from customers and vendors.
We own a 60% interest in Grupo Finmart, a leading provider of payroll deduction loans in Mexico; a 51% interest in
TUYO, a company headquartered in Mexico City that owns and operates 20 buy/sell stores in Mexico City and the
surrounding metropolitan area; and a 95% interest in Cash Genie, which offers short-term consumer loans online in
the United Kingdom.
Our vision is to be the global leader in providing customers with instant cash solutions where they want, when they
want and how they want, and we are making the investments in both storefronts and technology platforms to achieve
that vision. 
At March 31, 2013, we operated a total of 1,403 locations, consisting of:
•492 U.S. pawn stores (operating primarily as EZPAWN or Value Pawn);
•7 U.S. buy/sell stores (operating as Cash Converters);
•277 Mexico pawn stores (operating as Empeño Fácil or Empeñe su Oro;
•20 Mexico buy/sell stores (operating as TUYO);
•490 U.S. financial services stores (operating primarily as EZMONEY);
•33 financial services stores in Canada (operating as CASHMAX );
•36 buy/sell and financial services stores in Canada (operating as Cash Converters); and
•48 Grupo Finmart locations in Mexico.
In addition, we are the franchisor for 9 franchised Cash Converters stores in Canada. We also own almost 30% of
Albemarle & Bond Holdings, PLC, one of the U.K.’s largest pawnbroking businesses with over 230 stores, and almost
33% of Cash Converters International Limited, which franchises and operates a worldwide network of over 700
locations that buy and sell second-hand merchandise and offer financial services.
Our business consists of three reportable segments:
•U.S. & Canada – All business activities in the United States and Canada
•Latin America – All business activities in Mexico and other parts of Latin America

•Other International – All business activities in the rest of the world (currently consisting of consumer loans online in
the U.K. and our equity interests in the net income of Albemarle & Bond and Cash Converters International)

42

Edgar Filing: JONES SODA CO - Form 10-Q

Table of Contents 106



Table of Contents

The following tables present stores by segment:

Three Months Ended March 31, 2013
Company-owned Stores
U.S. &
Canada

Latin
America

Other
International Consolidated Franchises

Stores in operation:
Beginning of period 1,050 319 — 1,369 10
De novo 12 27 — 39 —
Acquired — — — — —
Sold, combined, or closed (4 ) (1 ) — (5 ) (1 )
End of period 1,058 345 — 1,403 9

Six Months Ended March 31, 2013
Company-owned Stores
U.S. &
Canada

Latin
America

Other
International Consolidated Franchises

Stores in operation:
Beginning of period 987 275 — 1,262 10
De novo 63 51 — 114 —
Acquired 12 20 — 32 —
Sold, combined, or closed (4 ) (1 ) — (5 ) (1 )
End of period 1,058 345 — 1,403 9

Three Months Ended March 31, 2012
Company-owned Stores
U.S. &
Canada

Latin
America

Other
International Consolidated Franchises

Stores in operation:
Beginning of period 950 192 — 1,142 12
De novo 8 13 — 21 —
Acquired 15 45 — 60 —
Sold, combined, or closed (3 ) — — (3 ) —
End of period 970 250 — 1,220 12

Six Months Ended March 31, 2012
Company-owned Stores
U.S. &
Canada

Latin
America

Other
International Consolidated Franchises

Stores in operation:
Beginning of period 933 178 — 1,111 13
De novo 8 27 — 35 —
Acquired 40 45 — 85 —
Sold, combined, or closed (11 ) — — (11 ) (1 )
End of period 970 250 — 1,220 12
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Pawn and Retail Activities
Our pawn stores make pawn loans, which are typically small, non-recourse loans collateralized by tangible personal
property. At March 31, 2013, we had an aggregate pawn loan principal balance of $138.4 million, and the average
pawn loan was approximately $125. We earn pawn service charge revenue on our pawn lending. In the current
quarter, pawn service charges accounted for approximately 23% of our total revenues and 36% of our net revenues.
While allowable service charges vary by state and loan size, a majority of our U.S. pawn loans earn 20% per month.
Our average U.S. pawn loan amount typically ranges between $140 to $145, but varies depending on the valuation of
each item pawned. The total U.S. loan term ranges between 60 and 120 days, consisting of the primary term and grace
period. In Mexico, pawn service charges range from 15% to 21% per month, including applicable taxes, with the
majority of loans earning 21%. The total Mexico pawn loan term is 40 days, consisting of the primary term and grace
period. Individual loans are made in Mexican pesos and vary depending on the valuation of each item pawned, but
typically average $70 U.S. dollars.
In our pawn and buy/sell stores, we acquire inventory for retail sales through pawn loan forfeitures, purchases of
customers’ second hand merchandise or purchases of new or refurbished merchandise from third party vendors. The
gross profit on sales of inventory depends primarily on our assessment of the loan or purchase value at the time the
property is either accepted as loan collateral or purchased. Margins achieved upon sale of inventory are a function of
the assessment of value at the time the pawn loan was originated or, in the case of purchased merchandise, the
purchase price.
We record a valuation allowance for obsolete or slow-moving inventory based on the type and age of merchandise.
We generally establish a higher allowance percentage on general merchandise, as it is more susceptible to
obsolescence, and establish a lower allowance percentage on jewelry, as it generally has greater inherent commodity
value. At March 31, 2013, our total allowance was 4.4% of gross inventory compared to 6.5% at March 31, 2012 and
4.9% at September 30, 2012. Changes in the valuation allowance are charged to merchandise cost of goods sold.

Consumer Loan Activities
At March 31, 2013, our financial services stores and certain pawn stores in Texas offered credit services to customers
seeking short-term consumer loans from unaffiliated lenders. We do not participate in any of the loans made by the
lenders, but earn a fee for helping customers obtain credit and for enhancing customers’ creditworthiness by providing
letters of credit to the unaffiliated lenders. Customers may obtain two types of consumer loans from the unaffiliated
lenders. In all stores offering consumer loan credit services, customers can obtain single-payment unsecured consumer
loans, with principal amounts up to $1,800 but averaging about $430. Terms of these loans are generally less than 30
days, averaging about 16 days, with due dates corresponding with the customers’ next payday. We typically earn a fee
of 22% of the loan amount for our credit services offered in connection with single-payment loans. In the financial
services stores offering credit services, customers can obtain longer-term unsecured multiple-payment loans from the
unaffiliated lenders. There are two types of multiple-payment loans offered in connection with our credit services. All
multiple-payment loans typically carry terms of about five months with ten equal installment payments, including
principal amortization, due on customers’ paydays. Traditional multiple-payment loan principal amounts range from
$1,525 to $3,000, but average about $2,205, and with each semi-monthly or bi-weekly installment payment, we earn a
fee of 11% of the initial loan amount. Low dollar multiple-payment loan principal amounts range from $100 to
$1,500, but average about $785. With each semi-monthly or bi-weekly installment payment, we earn a fee of 13-14%
of the initial loan amount. At March 31, 2013, single-payment loans comprised 92% of the balance of signature loans
brokered through our credit services, and multiple-payment loans comprised the remaining 8%.
Outside of Texas, we earn loan fee revenue on our consumer loans. In our U.S. and Canada financial services stores
and certain of our U.S. pawn stores, we offer single-payment loans subject to state or provincial law. The average
single-payment loan amount is approximately $485 and the term is generally less than 30 days, averaging about 18
days. We typically charge a fee of 15% to 22% of the loan amount. In many of our U.S. financial services stores, we
offer multiple-payment loans subject to state law. These multiple-payment loans carry a term of four to seven months,
with a series of equal installment payments including principal amortization, due monthly, semi-monthly or on the
customers’ paydays. Total interest and fees on these loans vary in accordance with state law and loan terms, but over
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the entire loan term, total approximately 45% to 130% of the original principal amount of the loan. Multiple-payment
loan principal amounts range from $100 to $3,000, but average approximately $545.
At March 31, 2013, most of our U.S. financial services stores and certain of our U.S. pawn stores offered auto title
loans or, in Texas, credit services to assist customers in obtaining auto title loans from unaffiliated lenders. Auto title
loans are 30-day loans secured by the titles to customers’ automobiles. Loan principal amounts range from $100 to
$10,000, but average about $1,005. We earn a fee of 12.5% to 30% of auto title loan amounts. In Texas, we assist
customers in obtaining multiple-payment auto title loans from unaffiliated lenders. These loans typically carry terms
of two to five months with up to ten payments. Multiple
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payment auto title loan principal amounts range from $150 to $10,000, but average about $1,060, and we earn a fee of
2% to 41% of the initial loan amount.
EZCORP Online now operates in five states. In Louisiana and Missouri, we offer single-payment loans over the
Internet, subject to state or provincial law. The average single-payment loan amount is approximately $300 and the
term is generally less than 30 days. Total interest and fees on these loans vary in accordance with state law and loan
terms, but over the entire loan term, total approximately 25% to 45% of the original principal amount of the loan. In
Texas and Ohio, we offer credit services to customers seeking short-term consumer loans from unaffiliated lenders.
We do not participate in any of the loans made by the lenders, but earn a fee for helping customers obtain credit and
for enhancing customers’ creditworthiness by providing letters of credit to the unaffiliated lenders. Customers can
obtain single-payment unsecured consumer loans, with principal amounts up to $1,000 but averaging about $400.
Starting in April 2013, we also lend in South Dakota.
In Mexico, Grupo Finmart has approximately 70 active payroll withholding agreements with Mexican employers,
primarily federal, state and local governments and agencies, and provides multiple-payment consumer loans to the
agencies' employees. Interest and principal payments are collected through payroll deductions. The average loan is
approximately $1,130 with a term of 32 months and annual rates ranging from 20% to 60%.
In the U.K., Cash Genie offers unsecured single payment loans with a fixed fee of 30% of the loan amount. Loans are
generally due within 28 days and can be renewed; the average loan duration is 20 days. Principal loan amounts range
from $115 to $760 but average $285.
Acquisitions
In the current quarter, we did not have any acquisitions.
In the current six-month period ended March 31, 2013, we acquired 12 pawn stores in the U.S. for $23.1 million and
Go Cash (now EZCORP Online), a U.S. online lender, for $50.8 million. As part of these two acquisitions, we began
store operations in the state of Arizona and online operations in four states. EZCORP Online has since started online
operations in the state of Ohio, bringing the total number of states in which we operate to 26 at March 31, 2013. In the
current six-month period, we acquired a 51% interest in Renueva Comercial S.A. de C.V., a company headquartered
in Mexico City and doing business under the name “TUYO.” TUYO owns and operates 20 buy/sell stores in Mexico
City and the surrounding metropolitan area. In the current six-month period, we increased our interest in Cash Genie,
our online lending subsidiary in the U.K., from 72% to 95%.
International Growth
With continued execution of the our geographic and product diversification strategy, nearly 18% of our consolidated
segment contribution in the current quarter was attributable to areas outside the United States, up from 10% in the
prior year quarter. Total revenue in the Latin America and Other International segments combined increased 65% in
the current quarter from the prior year quarter. These year-over year increases are the result of continued strength in
our Empeño Fácil and Grupo Finmart businesses in Mexico, our Cash Genie business in the U.K.,the acquisition of
controlling interests in TUYO, and our strategic investments in the United Kingdom and Australia.
Seasonality
Historically, pawn service charges are highest in our fourth fiscal quarter (July through September) due to a higher
average loan balance during the summer lending season. Merchandise sales are highest in the first and second fiscal
quarters (October through March) due to the holiday season, jewelry sales surrounding Valentine’s Day and the impact
of tax refunds in the United States. Jewelry scrapping sales are heavily influenced by the timing of decisions to scrap
excess jewelry inventory. Jewelry scrapping sales generally are greatest during our fourth fiscal quarter (July through
September). This results from relatively low jewelry merchandise sales in that quarter and the higher loan balance,
leading to a higher dollar amount of loan forfeitures in the summer lending season providing more inventory available
for sale.
Consumer loan fees are generally highest in our fourth and first fiscal quarters (July through December) due to a
higher need for cash during the holiday season. Consumer loan bad debt, both in dollar terms and as a percentage of
related fees, is highest in the fourth fiscal quarter and lowest in the second fiscal quarter due primarily to the impact of
tax refunds in the U.S.
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The payroll withholding lending business is less impacted by seasonality, with the exception of the summer months
when new loan originations tend to moderate.
The net effect of these factors is that net revenues and net income typically are strongest in the fourth fiscal quarter
and weakest in the third fiscal quarter.

45

Edgar Filing: JONES SODA CO - Form 10-Q

Table of Contents 111



Table of Contents

Recent Regulatory Developments

Consumer Financial Protection Bureau

On April 24, 2013, the Consumer Financial Protection Bureau (the “CFPB”), which has regulatory, supervisory and
enforcement powers over providers of consumer financial products and services, including banks and other providers
of consumer loans such as EZCORP, issued a report entitled “Payday Loans and Deposit Advance Products,” indicating
that it has “engaged in an in-depth review of short-term small dollar loans, including payday loans.” The report
discusses the initial findings of the CFPB regarding short-term payday loans provided by non-bank financial
institutions like EZCORP and deposit account advances offered by depository institutions. While the CFPB
acknowledges the clear demand for small dollar credit products, it does express concern regarding the risk of sustained
use of these products by some consumers. The report reiterated that the CFPB has authority to adopt rules identifying
unfair, deceptive or abusive practices in connection with the offering of consumer financial products and services. The
report also indicated that the CFPB’s review suggested that the potential for consumer harm and the data gathered in its
review warrant further attention to protect consumers and stated that the CFPB expects to use its authorities to provide
such protections. Additionally, the CFPB indicated that the report did not focus on online lending and that the CFPB
plans to conduct a similar analysis of online payday loan usage.

Texas

We offer short-term consumer loans in Texas through our CSO program in both storefronts and online. On April 22,
2013, the Texas Senate passed a bill that, if enacted into law, would adversely affect our consumer loan business in
Texas, including caps on fees and other restrictions. The bill remains to be considered by the Texas House of
Representatives. Currently, we do not know whether any bill will be passed by the Texas legislature, and if so, in what
form. If new legislation is enacted in Texas, it could require us to alter or discontinue some or all of our consumer
loan business in Texas, which could have a material adverse effect on our operations, prospects, results of operations
and financial condition.

UK Office of Fair Trading

Cash Genie, our majority owned subsidiary, offers online in the United Kingdom and is subject to rules, regulations
and guidance issued by the Office of Fair Trading (the “OFT”), as well as other applicable laws, rules and regulations. In
February 2012, the OFT announced that it had launched a review of the payday lending sector in the United Kingdom
to assess the sector’s compliance with the OFT’s guidelines and other relevant guidance and legal obligations. The OFT
announced the findings of its review during the first quarter of 2013 and enumerated a number of expectations it has
for payday lenders related to affordability assessments, rollovers, advertising, debt collection and consumer
disclosures, among other expectations. Cash Genie has been following these published best practices since last year,
and therefore, the recent OFT activity is not expected to have an adverse impact on its business.
Certain Accounting Matters
Critical Accounting Policies
With the exception of the policies described below, there have been no changes in significant accounting policies as
described in our Annual Report on Form 10-K for the year ended September 30, 2012.
On November 20, 2012, we entered into a definitive agreement with Go Cash, LLC and certain of its affiliates ("Go
Cash") to acquire substantially all the assets of Go Cash's online lending business. This acquisition was completed on
December 20, 2012 and accounted for as an asset purchase. Since the acquisition, Go Cash (now EZCORP Online)
has modified the following consumer loan policies:
Unsecured Consumer Loan Revenue and Bad Debt— Consumer loans made by EZCORP Online are considered
delinquent if they are not repaid or renewed by the maturity date.   We do not accrue additional revenues on
delinquent loans. All outstanding principal balances and fee receivables greater than 60 days past due are considered
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defaulted. Upon default, we charge consumer loan principal to consumer loan bad debt and reverse accrued unsecured
consumer loan fee revenue.
Recently Adopted Accounting Pronouncements
In December 2011, Financial Accounting Standards Board ("FASB") issued Accounting Standards Update ("ASU")
2011-11, Disclosures about Offsetting Assets and Liabilities. This update, which amends FASB ASC 210 (Balance
Sheet), requires entities to disclose information about offsetting and related arrangements and the effect of those
arrangements on its financial
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position. The amendments in ASU 2011-11 enhance disclosures required by FASB ASC 210 by requiring improved
information about financial instruments and derivative instruments that are either offset in accordance with FASB
ASC 210-20-45 or 815-10-45 or are subject to an enforceable master netting arrangement or similar agreement. ASU
2011-11 is effective for interim and annual periods beginning on or after January 1, 2013. Disclosures are required
retrospectively for all comparative periods presented. Currently, we do not enter into any right of offset arrangements
and the adoption of ASU 2011-11 did not have a material effect on our financial position, results of operations or cash
flows.
In February 2013, the FASB issued ASU 2013-02, Comprehensive income (Topic 220) — Reporting of Amounts
Reclassified Out of Accumulated Other Comprehensive Income.  This update, requires an entity to report the effect of
significant reclassifications out of accumulated other comprehensive income on the respective line items in net income
if the amount being reclassified is required under U.S. GAAP to be reclassified in its entirety to net income. For other
amounts that are not required under U.S. GAAP to be reclassified in their entirety to net income in the same reporting
period, an entity is required to cross-reference other disclosures required under U.S. GAAP that provide additional
detail about those amounts. This update requires entities to apply the amendments for periods beginning after
December 15, 2012 and interim periods within those annual periods and to provide the required disclosures for all
reporting periods presented. We adopted ASU 2013-03 on January 1, 2013, and the adoption did not have a material
effect on our financial position, results of operations or cash flows.
Recently Issued Accounting Pronouncements
In October 2012, the FASB issued ASU 2012-04, Technical Corrections and Improvements. This update clarifies the
Codification or corrects unintended application of guidance and includes amendments identifying when the use of fair
value should be linked to the definition of fair value in Topic 820, Fair Value Measurement. Amendments to the
Codification without transition guidance are effective upon issuance for both public and nonpublic entities. For public
entities, amendments subject to transition guidance will be effective for fiscal periods beginning after December 15,
2012. We do not anticipate that the adoption of ASU 2012-04 will have a material effect on our financial position,
results of operations or cash flows.
In February 2013, the FASB issued ASU 2013-02, Comprehensive income (Topic 220) — Reporting of Amounts
Reclassified Out of Accumulated Other Comprehensive Income.  This update, requires an entity to report the effect of
significant reclassifications out of accumulated other comprehensive income on the respective line items in net income
if the amount being reclassified is required under U.S. GAAP to be reclassified in its entirety to net income. For other
amounts that are not required under U.S. GAAP to be reclassified in their entirety to net income in the same reporting
period, an entity is required to cross-reference other disclosures required under U.S. GAAP that provide additional
detail about those amounts. This update requires entities to apply the amendments for periods beginning after
December 15, 2012 and interim periods within those annual periods and to provide the required disclosures for all
reporting periods presented. We do not anticipate the adoption of ASU 2013-03 to have a material effect on our
financial position, results of operations or cash flows.
In February 2013, the FASB issued ASU 2013-04, Liabilities (Topic 405)—Obligations Resulting from Joint and
Several Liability Arrangements for Which the Total Amount of the Obligation Is Fixed at the Reporting Date (a
consensus of the FASB Emerging Issues Task Force). This update  provides guidance for the recognition,
measurement, and disclosure of obligations resulting from joint and several liability arrangements for which the total
amount of the obligation within the scope of this guidance is fixed at the reporting date (except for obligations
addressed within existing guidance in U.S. GAAP). Examples of obligations within the scope of ASU 2013-04 include
debt arrangements, other contractual obligations, and settled litigation and judicial rulings. ASU 2013-04 is effective
prospectively for fiscal years, and interim periods within those years, beginning after December 15, 2013. We do not
anticipate that the adoption of ASU 2013-04 will have a material effect on our financial position, results of operations
or cash flows.
In March 2013, the FASB issued ASU 2013-05, Foreign Currency Matters (Topic 830) — Parent's Accounting for the
Cumulative Translation Adjustment upon Derecognition of Certain Subsidiaries or Groups of Assets within a Foreign
Entity or of an Investment in a Foreign Entity (a consensus of the FASB Emerging Issues Task Force).  This update
applies to the release of the cumulative translation adjustment into net income when a parent either sells a part or all of
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its investment in a foreign entity, or no longer holds a controlling financial interest in a subsidiary or group of assets
that is a business (other than a sale of in substance real estate or conveyance of oil and gas mineral rights) within a
foreign entity. ASU 2013-05 is effective prospectively for fiscal years, and interim periods within those years,
beginning after December 15, 2013. We do not anticipate that the adoption of ASU 2013-05 will have a material
effect on our financial position, results of operations or cash flows.
Reclassifications
In connection with our decentralization strategy, we have changed the accountability for, and reporting of, certain
items in administrative expenses, depreciation and amortization. When directly related to a segment, these items have
been included in segment contribution.When shared by multiple segments, these items are being allocated to the
segment and included in their segment contribution. Prior year figures have been reclassified to conform to this
presentation.

47

Edgar Filing: JONES SODA CO - Form 10-Q

Table of Contents 115



Table of Contents

Use of Estimates and Assumptions
Management’s Discussion and Analysis of Financial Condition and Results of Operations is based upon our condensed
consolidated financial statements, which have been prepared according to accounting principles generally accepted in
the United States for interim financial information. The preparation of these financial statements requires us to make
estimates and assumptions that affect the reported amounts of assets, liabilities, revenues and expenses and related
disclosure of contingent assets and liabilities. On an on-going basis, we evaluate our estimates and judgments,
including those related to revenue recognition, inventory, loan loss allowances, long-lived and intangible assets,
income taxes, contingencies and litigation. We base our estimates on historical experience, observable trends and
various other assumptions that we believe are reasonable under the circumstances. We use this information to make
judgments about the carrying values of assets and liabilities that are not readily apparent from other sources. Actual
results may differ materially from the estimates under different assumptions or conditions.
RESULTS OF OPERATIONS
Three Months Ended March 31, 2013 vs. Three Months Ended March 31, 2012 
Consolidated Results of Operations
The following table presents selected, unaudited, consolidated financial data for our three-month periods ended
March 31, 2013 and 2012 (the “current quarter” and “prior year quarter," respectively). This table, as well as the
discussion that follows, should be read with the accompanying unaudited financial statements and related notes.

Three Months Ended March 31, Percentage
Change2013 2012

(in thousands)
Revenues:
Sales $144,474 $148,172 (2.5 )%
Pawn service charges 62,594 56,444 10.9  %
Consumer loan fees 62,310 50,319 23.8  %
Other 2,696 1,343 100.7  %
Total revenues 272,074 256,278 6.2  %
Cost of goods sold 89,269 88,190 1.2  %
Consumer loan bad debt 8,880 6,466 37.3  %
Net revenues $173,925 $161,622 7.6  %
Net income attributable to EZCORP, Inc. $33,981 $37,261 (8.8 )%
In the current quarter, consolidated total revenues increased 6%, or $15.8 million, to $272.1 million, compared to the
prior year quarter. The increase was primarily driven by an 11% increase in pawn service charges and a 24% increase
in consumer loan fees. Total sales (which includes merchandise sales and jewelry scrapping sales) decreased 2.5%,
with merchandise sales increasing 6% and jewelry scrapping sales decreasing 18%. Other revenue increased $1.4
million in the current quarter compared to the prior year quarter. Net revenues of $173.9 million, increased $12.3
million, or 8%, and operations expense increased $18.9 million, or 22%. Corporate administrative expenses of $8.6
million decreased $3.4 million, or 28%. After a $1.5 million increase in depreciation and amortization, a $1.5 million
increase in net interest expense, a $3.8 million decrease in income tax expense and the $0.8 million increase net
income attributable to the noncontrolling interest, net income attributable to EZCORP decreased $3.3 million, or 9%,
to $34.0 million.
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Segment Results of Operations
U.S. & Canada
The following table presents selected financial data for the U.S. & Canada segment:

Three Months Ended March 31,
2013 2012
(in thousands)

Revenues:
Merchandise sales $87,048 $85,498
Jewelry scrapping sales 40,671 49,414
Pawn service charges 54,512 50,505
Consumer loan fees 43,825 42,806
Other revenues 1,620 1,219
Total revenues 227,676 229,442
Merchandise cost of goods sold 51,167 50,499
Jewelry scrapping cost of goods sold 27,663 29,537
Consumer loan bad debt 6,864 5,878
Net revenues 141,982 143,528
Segment expenses:
Operations 85,477 75,364
Depreciation and amortization 4,909 3,390
(Gain) loss on sale or disposal of assets (1 ) 25
Interest expense, net 15 —
Other (income) expense (1 ) 909
Segment contribution $51,583 $63,840
Other data:
Gross margin on merchandise sales 41.2 % 40.9 %
Gross margin on jewelry scrapping sales 32.0 % 40.2 %
Gross margin on total sales 38.3 % 40.7 %
Average pawn loan balance per pawn store at period end $240 $236
Average yield on pawn loan portfolio (a) 162 % 163 %
Pawn loan redemption rate 84 % 83 %
Consumer loan bad debt as a percentage of consumer loan fees 15.7 % 13.7 %

(a)Average yield on pawn loan portfolio is calculated as pawn service charge revenues for the period divided by the
average pawn loan balance during the period.

The U.S. & Canada segment total revenues decreased $1.8 million from the prior year quarter to $227.7 million. Same
store total revenues decreased $17.4 million, or 8%, and new and acquired stores net of closed stores contributed
$15.6 million. In the current quarter we opened 12 de novo locations bringing our total number of stores in the U.S. &
Canada segment to 1,058, a 9% increase over the prior year quarter.
Our current quarter pawn service charge revenue increased $4.0 million, or 8%, from the prior year quarter to $54.5
million. The overall increase was due to a higher average loan balance for the period to $136.4 million during the
current quarter, a 9% increase in total and 3% increase on a same store basis. Same store pawn service charges
increased $1.5 million, or 3%, with new and acquired stores net of closed stores contributing $2.5 million.
The current quarter merchandise sales gross profit increased $0.9 million, or 3%, from the prior year quarter to $35.9
million. Same store merchandise sales decreased $3.7 million and new and acquired stores net of closed stores
contributed $5.2 million.

49

Edgar Filing: JONES SODA CO - Form 10-Q

Table of Contents 117



Edgar Filing: JONES SODA CO - Form 10-Q

Table of Contents 118



Table of Contents

The slight increase in gross margin was due to a one-time inventory reserve adjustment in the current quarter. We
typically evaluate our inventory reserves mid-year and at fiscal year-end.
Gross profit on jewelry scrapping sales decreased $6.9 million, or 35%, from the prior year quarter to $13.0 million.
Jewelry scrapping revenues decreased $8.7 million, or 18%, due to an 18% decrease in gold volume and a 2%
decrease in proceeds realized per gram of gold jewelry scrapped. Same store jewelry scrapping sales decreased $12.7
million, or 26%, and new and acquired stores contributed $4.0 million. Jewelry scrapping sales include the sale of
approximately $3.9 million of loose diamonds removed from scrap jewelry in the current quarter and $4.0 million in
the prior year quarter. Scrap cost of goods decreased $1.9 million, or 6%, as a result of the decrease in volume,
partially offset by a 13% increase in average cost per gram of jewelry scrapped. The decrease in scrap sales and
increase in cost is a function of a very competitive marketplace and our intention to gain market share.
The current quarter’s consumer loan fees increased $1.0 million, or 2%, to $43.8 million, over the prior year quarter.
Same store consumer loan fees decreased $1.9 million, or 5%, with new and acquired stores net of closed stores
contributing $2.9 million. Consumer loan bad debt as a percentage of fees was 16%  in the current quarter compared
to 14% in the prior year quarter, mostly due to the higher mix of new stores, new products and online generated loans.
In the current quarter, the profitability of the financial services business continued to be negatively impacted as a
result of ordinances enacted in Dallas, Austin and San Antonio. On April 22, 2013, the Texas Senate passed a bill that,
if enacted into law, would adversely affect our consumer loan business in Texas, including caps on fees and other
restrictions. The bill remains to be considered by the Texas House of Representatives. If adverse legislation is enacted
in Texas, we may have to alter or discontinue some or all of our consumer loan business in Texas, which could have a
material adverse effect on our results of operations and financial condition.
The current quarter's other revenues increased $0.4 million, over the prior year quarter to $1.6 million. The increase is
mainly due to fees related to the Western Union agreement. In fiscal 2013 we began offering Western Union money
transfer, money order and consumer bill payment services at 633 of our U.S. & Canada locations and expect to expand
to all stores in the U.S. and Canada during the remainder of fiscal 2013.
Operations expense increased to $85.5 million (38% of revenues) in the current quarter from $75.4 million (33% of
revenues) in the prior year quarter. The increase is due to higher operating costs resulting from new and acquired
stores, as well as the costs associated with various business unit growth initiatives, which were recorded as operations
expense. Depreciation and amortization increased $1.5 million, or 45%, from the prior year quarter to $4.9 million,
mainly due to assets placed in service at new and acquired stores. The $0.9 million improvement in other income is
due to a prior year loss on a gold hedging instrument. We did not hold any hedging instruments during the quarter.
In the current quarter, U.S. & Canada delivered a segment contribution of $51.6 million, a $12.3 million decrease
compared to the prior year quarter, driven by the challenges related to jewelry merchandise sales and gold scrap sales.
In the current quarter, the U.S. & Canada segment's contribution represented 82% of consolidated segment
contribution compared to 90% in the prior year. Our expansion outside of the U.S. and Canada, both through de novo
and acquisitions, continues to diversify our revenues and earnings composition. While the U.S. & Canada segment has
experienced some challenges related to jewelry merchandise sales and gold scrap sales, the core elements of our
business have continued to show strength.
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Latin America
The following table presents selected financial data for the Latin America segment after translation to U.S. dollars
from its functional currency of the Mexican peso:

Three Months Ended March 31,
2013 2012
(in thousands)

Revenues:
Merchandise sales $13,858 $9,499
Jewelry scrapping sales 2,897 3,761
Pawn service charges 8,082 5,939
Consumer loan fees 11,842 7,383
Other revenues 217 124
Total revenues 36,896 26,706
Merchandise cost of goods sold 8,010 5,381
Jewelry scrapping cost of goods sold 2,429 2,773
Consumer loan bad debt (661 ) 508
Net revenues 27,118 18,044
Segment expenses:
Operations 16,401 11,090
Depreciation and amortization 1,771 2,404
Loss on sale or disposal of assets 14 2
Interest expense, net 2,802 1,769
Other (income) expense (315 ) 13
Segment contribution $6,445 $2,766
Other data:
Gross margin on merchandise sales 42.2  % 43.4 %
Gross margin on jewelry scrapping sales 16.2  % 26.3 %
Gross margin on total sales 37.7  % 38.5 %
Average pawn loan balance per pawn store at period end $68 $66
Average yield on pawn loan portfolio (a) 195  % 203 %
Pawn loan redemption rate 76  % 77 %
Consumer loan bad debt as a percentage of consumer loan fees (5.6 )% 6.9 %

(a)Average yield on pawn loan portfolio is calculated as pawn service charge revenues for the period divided by the
average pawn loan balance during the period.

The average exchange rate used to translate Latin America’s current quarter results from Mexican pesos to U.S. dollars
was 12.7 to 1, 3% stronger than the prior year quarter’s rate of 13.0 to 1. Total revenues increased 38% in U.S. dollars
and 35% in peso terms. Total segment expenses increased 35% in U.S. dollars and 33% in peso terms. In the current
quarter, we opened 27 de novo stores and closed one Grupo Finmart location.

The Latin America segment's total revenues increased $10.2 million, or 38%, in the current quarter to $36.9 million.
Same store total revenues increased 6%, or $1.6 million, to $28.3 million, and new and acquired stores contributed
$8.6 million. The overall increase in total revenues was mostly due to a $3.5 million increase in merchandise and
jewelry scrapping sales, a $2.1 million increase in pawn service charges and a $4.5 million  increase in consumer loan
fees. The increase in consumer loan fees is partially due to the inclusion of a full quarter of Grupo Finmart's fees as
opposed to two months in the prior year quarter.
Latin America’s pawn service charge revenues increased $2.1 million, or 36%, in the current quarter to $8.1 million.
Same store pawn service charges increased $1.0 million, or 17%, to $6.9 million and new and acquired stores
contributed $1.1 million. The increase was due to a 42% total and 21% same store increase in the average outstanding
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Merchandise gross profit increased $1.7 million, or 42%, from the prior year quarter to $5.8 million. The increase was
due to a $1.2 million, or 12%, same store sales increase and $3.2 million in sales from new and acquired stores, offset
by a 1.2 percentage point decrease in gross margin to 42%. The decrease in margin was due to a one-time inventory
reserve adjustment and more aggressive pricing in general merchandise.
Gross profit on jewelry scrapping sales decreased $0.5 million, or 53%. Jewelry scrapping revenues decreased $0.9
million, or 23%, due to a 30% decrease in gold volume and a 5% decrease in proceeds realized per gram of gold
jewelry scrapped. Same store jewelry scrapping sales decreased $1.4 million, or 36%, and new and acquired stores
contributed $0.5 million. Scrap cost of goods decreased $0.3 million, or 12%, as a result of the decrease in volume,
partially offset by a 6% increase in average cost per gram of jewelry scrapped. The decrease in scrap sales and
increase in cost is a function of a very competitive marketplace and our intention to gain market share.
The Grupo Finmart acquisition in the prior year quarter marked our initial entry into the non-secured loan business in
Mexico. In the current quarter, Grupo Finmart contributed consumer loan fees of $11.8 million, with a benefit in bad
debt, due to the sale of past due loans and recoveries of loans previously written off to bad debt expense.
Operations expense increased to $16.4 million  (44% of revenues) in the current quarter from $11.1 million (42% of
revenues) in the prior year quarter. The increase is due to higher operating costs resulting from the addition of 72
Empeño Fácil stores since the prior year quarter, the inclusion Grupo Finmart and TUYO's expenses and other growth
initiatives. Depreciation and amortization decreased 26%, or $0.6 million, from the prior year quarter to $1.8 million,
mainly due to a change in in the useful life of Grupo Finmart's government contract intangible asset.
The $1.0 million increase in interest expense is due to the inclusion of Grupo Finmart for the entire quarter compared
to only two months in the prior year quarter. At March 31, 2013 Grupo Finmart had $98.3 million of third-party debt
outstanding, which is non-recourse to EZCORP, at a weighted average interest rate of 13%, compared to $100.9
million of outstanding debt at a 15% weighted average interest rate in the prior year quarter. The decrease in interest
rate is due to the refinancing of various debt instruments at lower interest rates.
In the current quarter, the $9.1 million increase in net revenues was partially offset by the $5.4 million higher
expenses, resulting in a $3.7 million increase in contribution for the Latin America segment. For the current quarter
Latin America's segment contribution represented 10% of consolidated segment contribution compared to 4% a year
ago, making Latin America our fastest growing segment.
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Other International
The following table presents selected financial data for the Other International segment:

Three Months Ended March 31,
2013 2012
(in thousands)

Consumer loan fees $6,643 $130
Other revenues 859 —
Total revenues 7,502 130
Consumer loan bad debt 2,677 80
Net revenues 4,825 50
Segment expenses:
Operations expense 3,669 170
Depreciation and amortization 143 14
Interest income, net (1 ) —
Equity in net income of unconsolidated affiliates (4,125 ) (4,577 )
Segment contribution $5,139 $4,443
Other data:
Consumer loan bad debt as a percent of consumer loan fees 40 % 62 %
On April 14, 2012, we acquired a 72% interest in Cash Genie, an online lending business in the U.K., and on
November 14, 2012, we acquired an additional 23% interest, increasing our ownership percentage from 72% to 95%,
with the remaining 5% held by local management.
In the current quarter, the segment's consumer loan fees were $6.6 million, with bad debt as a percentage of fees at
40%. The segment's $0.9 million in other revenues represent fees from a consulting agreement with Albermarle &
Bond. Under the terms of the agreement we were engaged to assess, identify and implement improvements in their
gold and diamond supply chains and labor optimization.
Operations expense during the current quarter was $3.7 million with depreciation and amortization at $0.1 million.
Our equity in the net income of unconsolidated affiliates decreased $0.5 million, or 10%, from the prior year to $4.1
million. The decrease is due to a 31% decrease in Albemarle & Bond's net income in the first half of fiscal 2013,
partially offset by Cash Converters International's strong performance.
In the current quarter, the $4.8 million increase in net revenues was mostly offset by the $3.5 million increase in
operations expense and the $0.5 million decrease in our equity in the net income of unconsolidated affiliates. Segment
contribution from the Other International segment increased $0.7 million to $5.1 million. For the current quarter, the
segment's contribution represents 8% of total contribution compared to 6% in the prior year quarter.
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Other Consolidated Items
The following table reconciles our consolidated segment contribution discussed above to net income, including items
that affect our consolidated financial results but are not allocated among segments:

Three Months Ended March 31,
2013 2012
(in thousands)

Segment contribution $63,167 $71,049
Corporate expenses:
Administrative 8,603 11,998
Depreciation and amortization 1,940 1,451
Interest expense, net 937 477
Other (income) expense 721 (120 )
Consolidated income before income taxes 50,966 57,243
Income tax expense 16,086 19,870
Net income 34,880 37,373
Net income attributable to noncontrolling interest 899 112
Net income attributable to EZCORP, Inc. $33,981 $37,261

Administrative expenses decreased $3.4 million, or 28%, due to decreases in compensation related expenses,
professional fees and miscellaneous expenses. Interest expense increased $0.5 million, or 96%, due to greater
utilization of our revolver. Depreciation and amortization increased $0.5 million, or 34%, due to new assets placed in
service as a result of investment in infrastructure to support our globalization strategy. The $0.7 million other expense
was due to foreign currency transaction losses.
Consolidated income before taxes decreased $6.3 million, or 11%, to $51.0 million. The $3.7 million and $0.7 million
increase in contribution from the Latin America and Other International segments respectively, and the $1.6 million
decrease in corporate expenses, were offset by a $12.3 million decrease in contribution from the U.S. & Canada
segment. The decrease in contribution from the U.S. & Canada segment was due to a combination of reduced gross
profit on jewelry scrapped and an increase in operating costs to support a rapidly growing store base.
Income tax expense was $16.1 million, 31.6% of pre-tax income, compared to $19.9 million, 34.7% of pre-tax income
in the prior year quarter. The decrease in the effective tax rate when compared to the prior year quarter was due to a
one-time recognition of a tax benefit from foreign net operating losses.
In the current quarter, net income attributable to EZCORP decreased $3.3 million, or 9%, to $34.0 million, after the
$0.9 million of net income attributable to the noncontrolling interest.
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Six Months Ended March 31, 2013 vs. Six Months Ended March 31, 2012 
The following table presents selected, unaudited, consolidated financial data for our six-month periods ended
March 31, 2013 and 2012 (the “current six-month period” and “prior year six-month period," respectively). This table, as
well as the discussion that follows, should be read with the accompanying unaudited financial statements and related
notes.

Six Months Ended March 31, Percentage
Change2013 2012

(in thousands)
Revenues:
Sales $285,981 $291,469 (1.9 )%
Pawn service charges 128,618 116,236 10.7  %
Consumer loan fees 127,075 95,407 33.2  %
Other 7,526 2,039 269.1  %
Total revenues 549,200 505,151 8.7  %
Cost of goods sold 176,969 172,010 2.9  %
Consumer loan bad debt 22,954 17,491 31.2  %
Net revenues $349,277 $315,650 10.7  %
Net income attributable to EZCORP, Inc. $64,698 $76,613 (15.6 )%
In the current six-month period, consolidated total revenues increased 9%, or $44.0 million, to $549.2 million,
compared to the prior year six-month period. The increase was primarily driven by an 11% increase in pawn service
charges, a 33% increase in consumer loan fees and an 8% increase in merchandise sales, partially offset by an 18%
decrease in jewelry scrapping sales. Other revenue increased $5.5 million in the current six-month period compared to
the prior year six-month period. Net revenues of $349.3 million, increased $33.6 million, or 11%, and operations
expense increased $43.6 million or 26%. Administrative expenses of $22.3 million decreased $1.4 million, or 6%.
After a $3.9 million increase in depreciation and amortization, a $4.6 million increase in net interest expense, a $7.4
million decrease in income tax expense and the $2.2 million increase in net income attributable to the noncontrolling
interest, net income attributable to EZCORP decreased $11.9 million, or 16%, to $64.7 million.
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Segment Results of Operations
U.S. & Canada
The following table presents selected financial data for the U.S. & Canada segment:

Six Months Ended March 31,
2013 2012
(in thousands)

Revenues:
Merchandise sales $167,513 $162,050
Jewelry scrapping sales 82,813 102,280
Pawn service charges 112,722 104,875
Consumer loan fees 89,784 87,818
Other revenues 4,414 1,795
Total revenues 457,246 458,818
Merchandise cost of goods sold 97,899 93,950
Jewelry scrapping cost of goods sold 56,820 62,687
Consumer loan bad debt 18,345 16,768
Net revenues 284,182 285,413
Segment expenses:
Operations 172,920 150,358
Depreciation and amortization 9,011 6,613
(Gain) loss on sale or disposal of assets 28 (175 )
Interest expense 32 4
Other income (5 ) (151 )
Segment contribution $102,196 $128,764
Other data:
Gross margin on merchandise sales 41.6 % 42.0 %
Gross margin on jewelry scrapping sales 31.4 % 38.7 %
Gross margin on total sales 38.2 % 40.7 %
Average pawn loan balance per pawn store at period end $240 $236
Average yield on pawn loan portfolio (a) 164 % 162 %
Pawn loan redemption rate 83 % 82 %
Consumer loan bad debt as a percentage of consumer loan fees 20.4 % 19.1 %

(a)Average yield on pawn loan portfolio is calculated as pawn service charge revenues for the period divided by the
average pawn loan balance during the period.

The U.S. & Canada segment total revenues stayed relatively constant compared to the prior year six-month period at
$457.2 million. Same store total revenues decreased $30.7 million, or 7%, and new and acquired stores net of closed
stores contributed $29.1 million. In the current six-month period, we acquired 12 pawn stores in the U.S. for $23.1
million and Go Cash, a U.S. online lender, for $50.8 million. As part of these acquisitions, we began store operations
in the state of Arizona and online operations in four states, including the state of Ohio, bringing the total number of
states in which we operate to 26 at March 31, 2013. In the current six-month period we opened 63 de novo locations
bringing our total number of stores in the U.S. & Canada to 1,058, a 9% increase over the prior year six-month period.
In the current six-month period, pawn service charge revenue increased $7.8 million, or 7%, from the prior year
six-month period to $112.7 million. The overall increase was due to a higher average loan balance during the period of
$137.8 million, a 6% increase in total and 1% increase on a same store basis. Same store pawn service charges
increased $3.6 million, or 3%,
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with new and acquired stores net of closed stores contributing $4.2 million. The same store improvement was due to a
2 percentage point improvement in yield, driven primarily by rate increases in Nevada and operational improvements
in Texas.
The current six-month period merchandise sales gross profit increased $1.5 million, or 2%, from the prior year
six-month period to $69.6 million. Same store merchandise sales decreased $3.5 million, or 2%, and new and acquired
stores net of closed stores contributed $9.0 million. Gross margin on merchandise sales was 41.6%, which was
basically flat to the prior year six-month period.
Gross profit on jewelry scrapping sales decreased $13.6 million, or 34%, from the prior year six-month period to
$26.0 million. Jewelry scrapping revenues decreased $19.5 million, or 19%, due to a 24% decrease in gold volume
partially offset by a 2% increase in proceeds realized per gram of gold jewelry scrapped. Same store jewelry scrapping
sales decreased $26.2 million, or 26%, and new and acquired stores contributed $6.7 million. Jewelry scrapping sales
include the sale of approximately $7.2 million of loose diamonds removed from scrap jewelry in the current six-month
period and $5.6 million in the prior year six-month period. Scrap cost of goods decreased $5.9 million, or 9%, as a
result of the decrease in volume, partially offset by a 15% increase average cost per gram of jewelry scrapped. The
decrease in scrap sales and increase in cost is a function of a very competitive marketplace and our intention to gain
market share.
The current six-month period's consumer loan fees increased $2.0 million, or 2%, to $89.8 million, over the prior year
six-month period. Consumer loan bad debt as a percentage of fees was 20%  in the current six-month period compared
to 19% in the prior year six-month period, mostly due to the higher mix of new stores, new products and online
generated loans. In the current six-month period, the profitability of the financial services business was negatively
impacted as a result of ordinances enacted in Dallas, Austin and San Antonio. On April 22, 2013, the Texas Senate
passed a bill that, if enacted into law, would adversely affect our consumer loan business in Texas, including caps on
fees and other restrictions. The bill remains to be considered by the Texas House of Representatives. If adverse
legislation is enacted in Texas, we may have to alter or discontinue our consumer loan business in Texas, which could
have a material adverse effect on our results of operations and financial condition.
The current six-month period's other revenues increased $2.6 million over the prior year six-month period to $4.4
million. The increase is mainly due to fees related to the Western Union agreement. In fiscal 2013, we began offering
Western Union money transfer, money order and consumer bill payment services at 633 of our U.S. & Canada
locations and expect to expand to all stores in the U.S. and Canada during the remainder of the year.
Operations expense increased to $172.9 million (38% of revenues) in the current six-month period from $150.4
million (33% of revenues) in the prior year six-month period. The increase is due to higher operating costs resulting
from new and acquired stores, as well as the costs associated with various business unit growth initiatives, which were
recorded as operations expense. Depreciation and amortization increased 36%, or $2.4 million, from the prior year
six-month period to $9.0 million, mainly due to assets placed in service at new and acquired stores. The $0.1 million
decrease in other income is due to a prior year gain on a gold hedging instrument.
In the current six-month period, U.S. & Canada delivered a segment contribution of $102.2 million, a 21% decrease
compared to the prior year six-month period, driven by the challenges related to jewelry merchandise sales and gold
scrap sales. In the current six-month period, the U.S. & Canada segment's contribution represented 80% of
consolidated segment contribution compared to 89% in the prior year six-month period. Our expansion outside of the
U.S. and Canada, both through de novo and acquisitions, continues to diversify our revenues and earnings
composition. While the U.S. & Canada segment has experienced some challenges related to jewelry merchandise sales
and gold scrap sales, the core elements of our business have continued to show strength.
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Latin America
The following table presents selected financial data for the Latin America segment after translation to U.S. dollars
from its functional currency of the Mexican peso:

Six Months Ended March 31,
2013 2012
(in thousands)

Revenues:
Merchandise sales $28,975 $19,841
Jewelry scrapping sales 6,680 7,298
Pawn service charges 15,896 11,361
Consumer loan fees 23,719 7,383
Other revenues 1,871 244
Total revenues 77,141 46,127
Merchandise cost of goods sold 16,779 10,326
Jewelry scrapping cost of goods sold 5,471 5,047
Consumer loan bad debt (1,709 ) 508
Net revenues 56,600 30,246
Segment expenses:
Operations 32,142 18,056
Depreciation and amortization 3,446 3,174
Loss on sale or disposal of assets 14 1
Interest expense, net 5,415 1,733
Other (income) expense (295 ) 16
Segment contribution $15,878 $7,266
Other data:
Gross margin on merchandise sales 42.1  % 48.0 %
Gross margin on jewelry scrapping sales 18.1  % 30.8 %
Gross margin on total sales 37.6  % 43.4 %
Average pawn loan balance per pawn store at period end $68 $66
Average yield on pawn loan portfolio (a) 190  % 198 %
Pawn loan redemption rate 76  % 77 %
Consumer loan bad debt as a percentage of consumer loan fees (7.2 )% 6.9 %

(a)Average yield on pawn loan portfolio is calculated as pawn service charge revenues for the period divided by the
average pawn loan balance during the period.

The average exchange rate used to translate Latin America’s current six-month period results from Mexican pesos to
U.S. dollars was 12.8 to 1, 4% stronger than the prior year six-month period's rate of 13.3 to 1. Total revenues
increased 67% in U.S. dollars and 62% in peso terms. Total segment operating expenses increased 77% in U.S. dollars
and 70% increase in peso terms. In the current six-month period, we opened 51 de novo stores, and on November 1,
2012, we acquired a 51% interest in Renueva Comercial S.A. de C.V., a company headquartered in Mexico City and
doing business under the name “TUYO.” TUYO owns and operates 20 buy/sell stores in Mexico City and the
surrounding metropolitan area and is included in our current year to date results.

The Latin America segment's total revenues increased $31.0 million, or 67%, in the current six-month period to $77.1
million. Same store total revenues increased 10%, or $4.6 million, to $50.7 million, and new and acquired stores
contributed $26.4 million. The overall increase in total revenues was partly due to the inclusion of revenues from our
majority owned subsidiaries. Grupo Finmart's $24.7 million in total revenues in the current six-month period
compared to $7.4 million in the prior year six-month period. Excluding Grupo Finmart and TUYO, total revenues
increased $12.9 million due to an $8.5 million increase in merchandise and jewelry scrapping sales, a $4.5 million
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Latin America’s pawn service charge revenues increased $4.5 million, or 40%, in the current six-month period to $15.9
million. Same store pawn service charges increased 21%, or $2.4 million, to $13.7 million and new and acquired
stores contributed $2.1 million. The increase was due to a 46% total and 23% same store increase in the average
outstanding pawn loan balance during the period.
Merchandise gross profit increased $2.7 million, or 28%, from the prior year six-month period to $12.2 million. The
increase was due to a $3.2 million, or 16%, same store sales increase and $5.9 million in sales from new and acquired
stores offset by a 5.9 percentage point decrease in gross margin to 42%. The decrease in margin was due to a one-time
inventory reserve adjustment in the prior year six-month period and more aggressive pricing to move aged
merchandise.
Gross profit on jewelry scrapping sales decreased $1.0 million, or 46%, to $1.2 million. Jewelry scrapping revenues
decreased $0.6 million, or 8%, due to a 15% decrease in gold volume and a 1% decrease in proceeds realized per gram
of gold jewelry scrapped. Same store jewelry scrapping sales decreased $1.8 million, or 25%, and new and acquired
stores contributed $1.2 million. Scrap cost of goods increased $0.4 million, or 8%, as the decrease in volume was
offset by the 13% increase in cost per gram processed.
The Grupo Finmart acquisition in the second quarter of fiscal 2012 marked our initial entry into the non-secured loan
business in Mexico. In the current six-month period, Grupo Finmart contributed consumer loan fees of $23.7 million
and other revenues of $1.0 million, with a benefit in bad debt, due to the sale of past due loans and recoveries of loans
previously written off to bad debt expense.
Operations expense increased to $32.1 million  (42% of revenues) in the current six-month period from $18.1 million
(39% of revenues) in the prior year six-month period. The increase is due to higher operating costs resulting from the
addition of 72 Empeño Fácil stores since the prior year six-month period, the inclusion Grupo Finmart and TUYO's
expenses and other growth initiatives. Depreciation and amortization increased 9%, or $0.3 million from the prior year
six-month period to $3.4 million, mainly due to new assets placed in service at new stores and acquisition related
assets.
The $3.7 million increase in interest expense is due to debt acquired as part of the Grupo Finmart acquisition. At
March 31, 2013 Grupo Finmart had $98.3 million of third-party debt outstanding, which is non-recourse to EZCORP,
at a weighted average interest rate of 13%, compared to $100.9 million of outstanding debt at a 15% weighted average
interest rate at March 31, 2012. The decrease in interest rate is due to the refinancing of various debt instruments at
lower interest rates.
In the current six-month period, the $26.4 million increase in net revenues was partially offset by the $17.8 million
higher expenses, resulting in a $8.6 million increase in contribution for the Latin America segment. For the current
six-month period, Latin America's segment contribution represented 12% of consolidated segment contribution
compared to 5% a year ago, making Latin America our fastest growing segment.
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Other International
The following table presents selected financial data for the Other International segment:

Six Months Ended March 31,
2013 2012
(in thousands)

Consumer loan fees $13,572 $206
Other revenues 1,241 —
Total revenues 14,813 206
Consumer loan bad debt 6,318 215
Net revenues 8,495 (9 )
Segment expenses:
Operations 7,747 768
Depreciation and amortization 219 36
Interest income, net (1 ) —
Equity in net income of unconsolidated affiliates (9,163 ) (8,738 )
Other income (69 ) (64 )
Segment contribution $9,762 $7,989
Other data:
Consumer loan bad debt as a percent of consumer loan fees 47 % 104 %
On April 14, 2012, we acquired a 72% interest in Cash Genie, an online lending business in the U.K., and on
November 14, 2012, we acquired an additional 23% interest, increasing our ownership percentage from 72% to 95%,
with the remaining 5% held by local management.
In the current six-month period, Cash Genie's consumer loan fees were $13.6 million with bad debt as a percentage of
fees at 47%. The segment's $1.2 million in other revenues represent fees from a consulting agreement with Albermarle
& Bond. Under the terms of the agreement we were engaged to assess, identify and implement improvements in their
gold and diamond supply chains and labor optimization.
Operations expense during the current quarter was $7.7 million with depreciation and amortization at $0.2 million.
Our equity in the net income of unconsolidated affiliates increased $0.4 million, or 5%, from the prior year to $9.2
million. This increase is due to strong performance by Cash Converters International and partially offset by Albemarle
& Bond. In the current six-month period, we acquired an additional 12,430,000 ordinary shares of Cash Converters
International as part of a share placement, maintaining our ownership percentage of approximately 33%. We expect
the new funds to be used to finance expansion and drive future earnings growth.
In the current six-month period, the $8.5 million increase in net revenues and the $0.4 million million increase in our
equity in the net income of unconsolidated affiliates were partially offset by a $7.0 million increase in operations
expense and a $0.2 million increase in depreciation and amortization. Segment contribution from the Other
International segment increased $1.8 million to $9.8 million. For the current six-month period, the segment's
contribution represents 8% of total contribution compared to 6% in the prior year six-month period.
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Other Consolidated Items
The following table reconciles our consolidated segment contribution discussed above to net income, including items
that affect our consolidated financial results but are not allocated among segments:

Six Months Ended March 31,
2013 2012
(in thousands)

Segment contribution $127,836 $144,019
Corporate expenses:
Administrative 22,274 23,652
Depreciation and amortization 3,739 2,691
Interest expense, net 1,944 1,060
Other (income) expense 273 (118 )
Consolidated income before income taxes 99,606 116,734
Income tax expense 32,571 40,009
Net income 67,035 76,725
Net income attributable to noncontrolling interest 2,337 112
Net income attributable to EZCORP, Inc. $64,698 $76,613

Administrative expenses decreased $1.4 million, or 6% mainly due to decreases in compensation related expenses,
professional fees and miscellaneous expenses. Interest expense increased $0.9 million, or 83%, due to greater
utilization of our revolver. Depreciation and amortization increased $1.0 million, or 39%, due to new assets placed in
service as a result of investment in infrastructure to support our globalization strategy. The $0.4 million change in
other income or expense was due to due to foreign currency transaction losses in the current six-month period as
opposed to gains in the prior year six-month period.
Consolidated income before taxes decreased $17.1 million, or 15%, to $99.6 million due to a $8.6 million and $1.8
million increase in contribution from the Latin America and Other International segments respectively, offset by a
$26.6 million decrease in contribution from the U.S. & Canada segment and a $0.9 million increase in corporate
expenses. The $26.6 million decrease in contribution from the U.S. & Canada segment was due to a combination of
reduced gross profit on jewelry scrapped and an increase in operating costs to support a rapidly growing store base.
Income tax expense was $32.6 million, 32.7% of pre-tax income compared to 34.3% in the prior year six-month
period. The effective tax rate for the six-month period ended March 31, 2013 was lowered by a one-time recognition
of a tax benefit from state and foreign net operating losses. 
In the current six-month period, net income attributable to EZCORP decreased $11.9 million, or 16%, to $64.7
million, after the $2.3 million of net income attributable to the noncontrolling interest.
LIQUIDITY AND CAPITAL RESOURCES
In the current six-month period, our $94.2 million cash flow from operations consisted of (i) net income plus several
non-cash items, aggregating to $91.7 million, $2.5 million in dividends from Albemarle & Bond, $2.3 million in
dividends from Cash Converters International, net of (ii) $2.3 million of normal, recurring changes in operating assets
and liabilities. In the prior year six-month period, our $95.1 million cash flow from operations consisted of (i) net
income plus several non-cash items, aggregating to $90.8 million, $2.6 million in dividends from Albemarle & Bond,
$2.2 million in dividends from Cash Converters International, net of (ii) $0.5 million of normal, recurring changes in
operating assets and liabilities. The primary differences in cash flows from operations between the current and prior
year period are due to the increase in non-cash items partially offset by the decrease in net income, an increase in total
inventory, increases in prepaid expenses and internally developed software costs, and a reduction in income taxes
payable.
The $49.8 million of net cash used in investing activities during the current six-month period was funded by cash flow
from operations, cash on hand and borrowings on our line of credit facility. We invested $11.0 million in Cash
Converters International as part of a share placement. We invested $12.3 million in cash to acquire 12 pawn stores in
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and equipment and the $3.0 million of loans made in excess of customer loan repayments and the recovery of
principal through the sale of forfeited pawn loan collateral. 
The net effect of these and other smaller cash flows was a $7.0 million decrease in cash on hand, providing a $41.4
million ending cash balance.
Below is a summary of our cash needs to meet future aggregate contractual obligations:

Payments due by Period

Contractual Obligations Total Less than
1 year 1-3 years 3-5 years More than

5 years
(in thousands)

Long-term debt obligations* $170,794 $27,727 $103,589 $39,478 $—
Interest on long-term debt obligations** 30,148 11,474 16,004 2,670 —
Operating lease obligations 243,970 59,094 93,717 51,286 39,873
Capital lease obligations 1,181 525 656 — —
Interest on capital lease obligations 130 88 42 — —
Deferred consideration 12,000 — 12,000 — —
Total $458,223 $98,908 $226,008 $93,434 $39,873
* Excludes debt premium related to Grupo
Finmart
** Future interest on long-term obligations calculated on interest rates effective at the balance sheet date
In addition to the contractual obligations in the table above, we are obligated under letters of credit issued to
unaffiliated lenders as part of our credit service operations. At March 31, 2013, our maximum exposure for losses on
letters of credit, if all brokered loans defaulted and none were collected, was $22.7 million. Of that total, $6.2 million
was secured by titles to customers’ automobiles. These amounts include principal, interest and insufficient funds fees.
In addition to the operating lease obligations in the table above, we are responsible for the maintenance, property taxes
and insurance at most of our locations. In the fiscal year ended September 30, 2012, these collectively amounted to
$17.9 million.
The operating lease obligations in the table above include expected rent for all our store locations through the end of
their current lease terms. Of the 490 U.S. EZMONEY financial services stores, 208 adjoin an EZPAWN store. The
lease agreements at approximately 94% of the remaining 282 free-standing EZMONEY stores contain provisions that
limit our exposure for additional rent to only a few months if laws were enacted that had a significant negative effect
on our operations at these stores.
In the remaining six months of the fiscal year ending September 30, 2013, we plan to open 2 to 5 pawn stores in the
U.S., 23 to 33 pawn stores in Mexico and 12 to 22 financial services stores in the U.S. (most of which will follow our
store-within-a-store format). The aggregate investment for this de novo activity is expected to be approximately $7.0
million of capital expenditures plus the funding of working capital and start-up losses. The number of planned new
store openings in the remaining six months may change depending on business conditions in each market. We believe
new stores will create a drag on earnings and liquidity until their second year of operations.
On May 10, 2011, we entered into a new senior secured credit agreement with a syndication of five banks, replacing
our previous credit agreement. Among other things, the new credit agreement provides for a four-year $175 million
revolving credit facility that we may, under the terms of the agreement, request to be increased to a total of $225
million. Upon entering the new credit agreement, we repaid and retired all other outstanding debt. The new credit
facility increases our available credit and provides greater flexibility to make investments and acquisitions both
domestically and internationally. Terms of the credit agreement require, among other things, that we meet certain
financial covenants. We were in compliance with all covenants at March 31, 2013 and expect to remain in compliance
based on our expected future performance. At March 31, 2013, we had borrowed $74.0 million. We also issued a $1.7
million letter of credit, leaving $99.3 million available on our revolving credit facility. The outstanding bank letter of
credit was required under our workers' compensation insurance program.
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We anticipate that cash flow from operations, cash on hand and availability under our revolving credit facility will be
adequate to fund our contractual obligations, planned store growth, capital expenditures and working capital
requirements during the coming year.
At the beginning of the current six-month period, we had an effective “shelf” Registration Statement on Form S-4
covering an aggregate of 2.0 million shares of our Class A Common Stock that we may offer from time to time in
connection with future
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acquisitions of businesses, assets or securities, with 1.2 million shares remaining for issuance. During the current
six-month period, we issued all the remaining shares in connection with the acquisition of 12 pawn stores in Arizona,
and as of the end of the six-month period, have no remaining shares covered by the registration statement.
On February 3, 2012, we filed with the United States Securities and Exchange Commission a “shelf” registration
statement on Form S-3 registering the offer and sale of an indeterminate amount of a variety of securities, including
debt securities (and related guarantees), equity securities, warrants to purchase debt or equity securities, stock
purchase contracts and stock purchase units. The proceeds of any offering and sale under that registration statement
will be used for general corporate purposes, including debt reduction or refinancing, acquisitions, capital expenditures
and working capital. Unless otherwise indicated in connection with a particular offering of debt securities, each of our
domestic subsidiaries will fully and unconditionally guarantee on a joint and several basis our payment obligations
under such debt securities. As of March 31, 2013, we had not issued any securities under this registration statement.
Off-Balance Sheet Arrangements
We issue letters of credit (“LOCs”) to enhance the creditworthiness of our credit service customers seeking signature
loans and auto title loans from unaffiliated lenders. The LOCs assure the lenders that if borrowers default on the loans,
we will pay the lenders, upon demand, the principal and accrued interest owed them by the borrowers plus any
insufficient funds fees or late fees. We do not record on our balance sheet the loans related to our credit services as the
loans are made by unaffiliated lenders. We do not consolidate the unaffiliated lenders’ results with our results as we do
not have any ownership interest in the lenders, do not exercise control over them and do not otherwise meet the
criteria for consolidation as prescribed by FASB ASC 810-10-25 regarding variable interest entities.
We include an allowance for expected LOC losses in “Accounts payable and other accrued expenses” on our balance
sheet. At March 31, 2013, the allowance for expected LOC losses was $1.7 million. At that date, our maximum
exposure for losses on letters of credit, if all brokered loans defaulted and none were collected, was $22.7 million.
This amount includes principal, interest and insufficient funds fees.
We have no other off-balance sheet arrangements.
CAUTIONARY STATEMENT REGARDING RISKS AND UNCERTAINTIES
This Quarterly Report on Form 10-Q, including Management’s Discussion and Analysis of Financial Condition and
Results of Operations, includes "forward-looking statements" within the meaning of Section 27A of the Securities Act
of 1933 and Section 21E of the Securities Exchange Act of 1934. We intend that all forward-looking statements be
subject to the safe harbors created by these laws. All statements, other than statements of historical facts, regarding
our strategy, future operations, financial position, future revenues, projected costs, prospects, plans and objectives are
forward-looking statements. These statements are often, but not always, made with words or phrases like “may,” “should,”
“could,” “will,” “predict,” “anticipate,” “believe,” “estimate,” “expect,” “intend,” “plan,” “projection” and similar expressions. Such
statements are only predictions of the outcome and timing of future events based on our current expectations and
currently available information and, accordingly, are subject to substantial risks, uncertainties and assumptions. Actual
results could differ materially from those expressed in the forward-looking statements due to a number of risks and
uncertainties, many of which are beyond our control. In addition, we cannot predict all of the risks and uncertainties
that could cause our actual results to differ from those expressed in the forward-looking statements. Accordingly, you
should not regard any forward-looking statements as a representation that the expected results will be achieved.
Important risk factors that could cause results or events to differ from current expectations are identified and described
in “Part II, Item 1A—Risk Factors” of this Quarterly Report and “Part I, Item 1A—Risk Factors” of our Annual Report on
Form 10-K for the year ended September 30, 2012.
We specifically disclaim any responsibility to publicly update any information contained in a forward-looking
statement except as required by law. All forward-looking statements attributable to us are expressly qualified in their
entirety by this cautionary statement.
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Item 3. Quantitative and Qualitative Disclosures About Market Risk
We are exposed to market risk related to interest rates, gold values and changes in foreign currency exchange rates.
Our earnings are affected by changes in interest rates as some of our debt has a variable rate. If interest rates average
50 basis points more than our current rate in the remaining six months of the fiscal year ending September 30, 2013,
our interest expense during that period would increase by approximately $288,000. This amount is determined by
considering the impact of the hypothetical interest rate change on our variable-rate debt at March 31, 2013.
Our earnings and financial position are affected by changes in gold values and the resulting impact on pawn lending,
jewelry sales and jewelry cost of goods sold. The proceeds of scrap sales and our ability to sell jewelry inventory at an
acceptable margin depend on gold values. The impact on our financial position and results of operations of a
hypothetical change in gold values cannot be reasonably estimated.
Our earnings and financial position are affected by foreign exchange rate fluctuations related to our equity investments
in Albemarle & Bond and Cash Converters International, our Empeño Fácil pawn operations, TUYO retail operations
and Grupo Finmart operations in Mexico, our operations in Canada and our Cash Genie operations in the U.K.
Albemarle & Bond and Cash Genie's functional currency is the British pound, Cash Converters’ International
functional currency is the Australian dollar, Empeño Fácil and Grupo Finmart’s functional currency is the Mexican
peso and our Canada operations’ functional currency is the Canadian dollar. The impact on our results of operations
and financial position of hypothetical changes in foreign currency exchange rates cannot be reasonably estimated due
to the interrelationship of operating results and exchange rates.
The translation adjustment from Albemarle & Bond representing the weakening in the British pound during the
quarter ended December 31, 2012 (included in our March 31, 2013 results on a three-month lag) was an immaterial
decrease to stockholders’ equity. The translation adjustment from Cash Genie also represents the weakening in the
British pound, resulting in a $2.5 million decrease to stockholders' equity. On March 31, 2013, the British pound
weakened to £1.00 to $1.5189 U.S. from $1.6153 at December 31, 2012.
The translation adjustment from Cash Converters International representing the strengthening in the Australian dollar
during the quarter ended December 31, 2012 (included in our March 31, 2013 results on a three-month lag) was a $2.1
million increase to stockholders’ equity. On March 31, 2013, the Australian dollar strengthened to $1.00 Australian
dollar to $1.0416 U.S. from $1.0371 at December 31, 2012.
The translation adjustment from Latin America representing the strengthening of the Mexican peso during the quarter
ended March 31, 2013 was a $8.0 million increase to stockholders’ equity. We have currently assumed permanent
reinvestment of earnings and capital in Mexico. Accumulated translation gains or losses related to any future
repatriation of earnings or capital would impact our earnings in the period of repatriation. On March 31, 2013, the
peso strengthened to $1.00 Mexican peso to $0.0809 U.S. from $0.0770 at December 31, 2012.
The translation adjustment from our Canadian operations representing the weakening of the Canadian dollar during
the quarter ended March 31, 2013 was a $0.3 million decrease to stockholders' equity. On March 31, 2013, the
Canadian dollar weakened to $1.00 Canadian dollar to $0.9823 U.S. from $1.0031 at December 31, 2012.
We cannot predict the future valuation of foreign currencies or how further movements in them could affect our future
earnings or financial position.
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Item 4. Controls and Procedures
This report includes the certifications of our Chief Executive Officer and Chief Financial Officer required by Rule
13a-14 of the Securities Exchange Act of 1934 (the “Exchange Act). See Exhibits 31.1 and 31.2. This Item 4 includes
information concerning the controls and control evaluations referred to in those certifications.
Evaluation of Disclosure Controls and Procedures
Disclosure controls and procedures (as defined in Rules 13a-15(e) and 15d-15(e) under the Securities Exchange Act of
1934) are designed to ensure that information required to be disclosed in the reports we file or submit under the
Securities Exchange Act is recorded, processed, summarized and reported within the time periods specified in SEC
rules and forms and that such information is accumulated and communicated to our management, including our Chief
Executive Officer and Chief Financial Officer, to allow timely decisions regarding required disclosures. Under the
supervision and with the participation of our Chief Executive Officer and Chief Financial Officer, our management
evaluated the effectiveness of the design and operation of our disclosure controls and procedures as of March 31,
2013. Based on that evaluation, our Chief Executive Officer and Chief Financial Officer concluded that our disclosure
controls and procedures were effective as of March 31, 2013.
Changes in Internal Control Over Financial Reporting
There were no changes in our internal control over financial reporting during the second quarter of fiscal 2013 that
have materially affected, or are reasonably likely to materially affect, our internal control over financial reporting.
Inherent Limitations on Internal Controls
Notwithstanding the foregoing, management does not expect that our disclosure controls and procedures or our
internal control over financial reporting will prevent or detect all errors and all fraud. A control system, no matter how
well designed and operated, can provide only reasonable, not absolute, assurance that the objectives of the control
system will be met. Limitations inherent in any control system include the following:

•Judgments in decision-making can be faulty, and control and process breakdowns can occur because of simple errors
or mistakes.
•Controls can be circumvented by individuals, acting alone or in collusion with others, or by management override.

•
The design of any system of controls is based in part on certain assumptions about the likelihood of future events, and
there can be no assurance that any design will succeed in achieving its stated goals under all potential future
conditions.

•Over time, controls may become inadequate because of changes in conditions or deterioration in the degree of
compliance with associated policies or procedures.

•The design of a control system must reflect the fact that resources are constrained, and the benefits of controls must be
considered relative to their costs.
Because of the inherent limitations in all control systems, no evaluation of controls can provide absolute assurance
that all control issues and instances of fraud, if any, have been detected.
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PART II

Item 1. Legal Proceedings
Currently and from time to time, we are defendants in various legal and regulatory actions. While we cannot
determine the ultimate outcome of these actions, we believe their resolution will not have a material adverse effect on
our financial condition, results of operations or liquidity. However, we cannot give any assurance as to their ultimate
outcome.
Item 1A. Risk Factors
Important risk factors that could affect our operations and financial performance, or that could cause results or events
to differ from current expectations, are described in Part I, Item 1A, “Risk Factors” of our Annual Report on Form 10-K
for the year ended September 30, 2012. These factors are supplemented by those discussed under “Quantitative and
Qualitative Disclosures about Market Risk” in Part I, Item 3 of this report and in Part II, Item 7A of our Annual Report
on Form 10-K for the year ended September 30, 2012, as well as by the following:
Regulation by the U.S. Consumer Financial Protection Bureau — The U.S. Consumer Financial Protection Bureau (the
“CFPB”), which has regulatory, supervisory and enforcement powers over providers of consumer financial products and
services, such as EZCORP, recently issued a report following an in-depth review of short-term small dollar loans,
including payday loans. While the CFPB acknowledges the clear demand for small dollar credit products, it does
express concern regarding the risk of sustained use of these products by some consumers. The CFPB reiterated its
authority to adopt rules identifying unfair, deceptive or abusive practices in connection with the offering of consumer
financial products and services and stated that it expects to use its authority to provide such protections. There can be
no assurance that rules ultimately adopted by the CFPB will not adversely affect our ability to continue to offer
consumer loans or the profitability of that business.
Proposed Texas Legislation — On April 22, 2013, the Texas Senate passed a bill that, if enacted into law, would
adversely affect our consumer loan business in Texas. This bill includes caps on fees, limitations on the amounts that
can be loaned, limitations on the number of refinancings, cooling off periods and other restrictions. The bill remains to
be considered by the Texas House of Representatives. Currently, we do not know whether any bill will be passed by
the Texas legislature, and if so, in what form. If new adverse legislation is enacted in Texas, it could require us to alter
or discontinue some or all of our consumer loan business in Texas. Further, if no legislation is enacted at the state
level, then various municipalities may consider and enact ordinances that restrict short-term consumer loans (as
Dallas, Austin, San Antonio and several other cities have already done). These actions could have a material adverse
effect on our operations, prospects, results of operations and financial condition.
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Item 6. Exhibits

Exhibit No. Description of Exhibit

31.1
Certification of Paul E. Rothamel, Chief Executive Officer, pursuant to Rule 13a-14(a) under the
Securities Exchange Act of 1934, as adopted pursuant to Section 302 of the Sarbanes-Oxley Act of
2002

31.2
Certification of Mark Kuchenrither, Chief Financial Officer, pursuant to Rule 13a-14(a) under the
Securities Exchange Act of 1934, as adopted pursuant to Section 302 of the Sarbanes-Oxley Act of
2002

32.1
Certifications of Paul E. Rothamel, Chief Executive Officer, and Mark Kuchenrither, Chief Financial
Officer , pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the
Sarbanes-Oxley Act of 2002

101.INS* XBRL Instance Document

101.SCH* XBRL Taxonomy Extension Schema Document

101.CAL* XBRL Taxonomy Extension Calculation Linkbase Document

101.LAB* XBRL Taxonomy Label Linkbase Document

101.DEF* XBRL Taxonomy Extension Definition Linkbase Document

101.PRE* XBRL Taxonomy Extension Presentation Linkbase Document

*

Attached as Exhibit 101 to this report are the following formatted in XBRL (Extensible Business Reporting
Language): (i) Consolidated Balance Sheets at March 31, 2013, March 31, 2012 and September 30, 2012;
(ii) Consolidated Statements of Income for the three and six months ended March 31, 2013 and March 31, 2012;
(iii) Consolidated Statements of Comprehensive Income for the three and six months ended March 31, 2013 and
March 31, 2012 (iv) Consolidated Statements of Cash Flows for the six months ended March 31, 2013 and March
31, 2012; and (v) Notes to Consolidated Financial Statements.
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SIGNATURE
Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be
signed on its behalf by the undersigned thereunto duly authorized.

EZCORP, INC.

Date: May 10, 2013 /s/ Jeffrey S. Byal
Jeffrey S. Byal Senior Vice
President and
Chief Accounting Officer
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EXHIBIT INDEX

Exhibit No. Description of Exhibit

31.1
Certification of Paul E. Rothamel, Chief Executive Officer, pursuant to Rule 13a-14(a)
under the Securities Exchange Act of 1934, as adopted pursuant to Section 302 of the
Sarbanes-Oxley Act of 2002

31.2
Certification of Mark Kuchenrither, Chief Financial Officer, pursuant to Rule 13a-14(a)
under the Securities Exchange Act of 1934, as adopted pursuant to Section 302 of the
Sarbanes-Oxley Act of 2002

32.1
Certifications of Paul E. Rothamel, Chief Executive Officer, and Mark Kuchenrither,
Chief Financial Officer , pursuant to 18 U.S.C. Section 1350, as adopted pursuant to
Section 906 of the Sarbanes-Oxley Act of 2002

101.INS* XBRL Instance Document

101.SCH* XBRL Taxonomy Extension Schema Document

101.CAL* XBRL Taxonomy Extension Calculation Linkbase Document

101.LAB* XBRL Taxonomy Label Linkbase Document

101.DEF* XBRL Taxonomy Extension Definition Linkbase Document

101.PRE* XBRL Taxonomy Extension Presentation Linkbase Document

*

Attached as Exhibit 101 to this report are the following formatted in XBRL (Extensible Business Reporting
Language): (i) Consolidated Balance Sheets at March 31, 2013, March 31, 2012 and September 30, 2012;
(ii) Consolidated Statements of Income for the three and six months ended March 31, 2013 and March 31, 2012;
(iii) Consolidated Statements of Comprehensive Income for the three and six months ended March 31, 2013 and
March 31, 2012 (iv) Consolidated Statements of Cash Flows for the six months ended March 31, 2013 and March
31, 2012; and (v) Notes to Consolidated Financial Statements.
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