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PART |

ITEM 1. BUSINESS
Generd

Consumer Portfalio Services, Inc. ("CPS," and together with its subsidiaries, the "Company") is a consumer finance company
specializing in the business of purchasing, selling and servicing retail automobile installment contracts (" Contracts") originated by
licensed motor vehicle dealers ("Dealers") in the sale of new and used automobiles, light trucks and passenger vans. Through its
purchases, the Company provides indirect financing to Dealer customers with limited credit histories, low incomes or past credit
problems ("Sub-Prime Customers'). The Company serves as an aternative source of financing for Dealers, allowing sales to
customers who otherwise might not be able to obtain financing. The Company does not lend money directly to consumers. Rather,
it purchases installment Contracts from Dealers.

CPS was incorporated and began its operations in 1991. From inception through December 31, 1999 the Company has purchased
approximately $2.8 billion of Contracts, and as of December 31, 1999, had an outstanding servicing portfolio of approximately
$821.0 million. The Company makes the decision to purchase Contracts exclusively from its headquarters location. It obtains the
funds for such purchases by reselling such Contracts on a daily basis to unaffiliated parties. The Company services the Contracts
from two regional centers, onein its California headquarters, and the other in Virginia.

The Market We Serve

The Company's automobile financing programs are designed to serve customers who generally would not qualify for automobile
financing from traditional sources, such as commercial banks, credit unions and the captive finance companies affiliated with
major automobile manufacturers. Such customers (" Sub-Prime Customers") generally have limited credit histories, low incomes
or past credit problems, and are therefore often unable to obtain credit from traditional sources of automobile financing. (The
terms "prime" and "sub-prime" reflect the Company's categorization of customers and bear no relationship to the prime rate of
interest or persons who are able to borrow at that rate.) Because the Company serves customers who are unable to meet the credit
standards imposed by most traditional automobile financing sources, the Company generally receives interest at rates higher than
those charged by traditional automobile financing sources. The Company also sustains a higher level of credit losses than
traditional automobile financing sources since the Company provides financing in arelatively high risk market.

Marketing

The Company directs its marketing efforts to Dealers, rather than to consumers. As of December 31, 1999, the Company was a
party to its standard form dealer agreements ("Dealer Agreements") with 3,489 Dealers. Approximately 95% of these Deders are
franchised new car dedlersthat sell both new and used cars and the remainder are independent used car dealers. For the year ended
December 31, 1999, approximately 85% of the Contracts purchased by the Company consisted of financing for used cars and the
remaining 15% for new cars, as compared to 92% new and 8% used in the year ended December 31, 1998.

The Company establishes relationships with Dealers through Company representatives who contact a prospective Dealer to
explain the Company's Contract purchase programs, and who and thereafter provide Dealer training and support services. As of
December 31, 1999, the Company had 42 representatives, 39 of whom are employees and 3 of whom are independent. The
representatives are contractualy obligated to represent the Company's financing program exclusively. The Company's
representatives present the



Dedler with a marketing package, which includes the Company's promotional material containing the terms offered by the
Company for the purchase of Contracts, a copy of the Company's standard-form Dealer Agreement, examples of monthly reports,
and required documentation relating to Contracts. Marketing representatives have no authority relating to the decision to purchase
Contracts from Dealers.

Most of the Dealers under contract with CPS regularly submit Contracts to the Company for purchase, although they are under no
obligation to submit any Contracts to the Company, nor is the Company obligated to purchase any Contracts. During the year
ended December 31, 1999, no Dealer accounted for more than 1.0% of the total number of Contracts purchased by the Company.
The following table sets forth the geographical sources of the Contracts purchased by the Company (based on the addresses of the
customers as stated on the Company's records) during the years ended December 31, 1999 and December 31, 1998:

Contracts Purchased During The Year Ended

Nunmber Per cent Per cent
California 4, 446 15. 2% 16. 7%
Texas 2,383 8. 2% 6. 2%
Pennsyl vani a 2,336 8. 0% 5.1%
North Carolina 2,298 7. 9% 6. 3%
Al abama 1,942 6. 6% 5.6%
M chi gan 1,915 6. 6% 4. 9%
Fl ori da 1, 856 6. 3% 7. 0%
Loui si ana 1,728 5.9% 5. 2%
Hawai i 1, 037 3.5% 1. 9%
New Yor k 3. 2% 3. 2%
South Carolina 3.0% 2.6%
Washi ngt on 2. 6% 1. 7%
Mar yl and 2.5% 2.2%
Illinois 2.1% 4. 6%
Ohio 2. 1% 2. 1%
O her States 16. 3% 24. 7%
Tot al

Origination of Contracts

Dealer Origination. When aretail automobile buyer elects to obtain financing from a Dealer, the Dealer takes a credit application
to submit to its financing sources. Typicaly, a Dealer will submit the buyer's application to more than one financing source for
review. The Company believes the Deder's decision to finance the automobile purchase with the Company, rather than other
financing sources, is based primarily on the monthly payment that will be offered to the automobile buyer, the discounted
purchase price offered for the Contract, the timeliness, consistency and predictability of response, the cash resources of the
financing source, and any conditions to purchase.

Upon receipt of an application from a Dealer, the Company's administrative personnel order a credit report to document the
buyer's credit history. If, upon review by a Company loan officer, it is determined that the application meets the Company's
underwriting criteria, or would meet such criteria with modification, the Company requests and reviews further information and
supporting documentation and, ultimately, decides whether to purchase the Contract. When presented with an application, the
Company attempts to notify the Dealer within four hours asto whether it intends to purchase such Contract.

The actua agreement for purchase of the vehicle ("Contract") is prepared by the Dealer. The Deder also arranges for recording
the Company's lien on the vehicle. After the appropriate documents are signed by



the Dealer and the customer, the Deder sdlls the Contract to the Company. The Company currently sells all Contracts that it
purchases, and plans to hold Contracts for its own account in the future. In either case, the customer then receives monthly billing
statements.

The Company purchases Contracts from Dealers at a price generdly equal to the total amount financed under the Contracts,
reduced by an acquisition fee ranging from zero to $1,195 for each Contract purchased. The fees vary based on the perceived
credit risk and, in some cases, the interest rate on the Contract. For the years ended December 31, 1999, 1998 and 1997, the
average amount charged per Contract purchased was $336, $418 and $438, respectively, or 2.32%, 3.24% and 3.5%, respectively,
of the amount financed. In addition, during 1998 the Company began purchasing certain Contracts of higher credit quality for
which the Company pays a fee to the Dealer. During 1999 and 1998, respectively, the Company purchased 2,161 and 1,583 of
these Contracts, representing approximately 7.4% and 1.9% of all Contracts purchased. The average fee paid to Dealers on these
Contracts was $568 and $531, respectively.

The Company attempts to control misrepresentation regarding the customer's credit worthiness by carefully screening the
Contracts it purchases, by establishing and maintaining professiona business relationships with Dealers, and by including certain
representations and warranties by the Dedler in the Dedler Agreement. Pursuant to the Dealer Agreement, the Company may
require the Dealer to repurchase any Contract in the event that the Dealer breaches its representations or warranties. There can be
no assurance, however, that any Dealer will have the financial resources to satisfy its repurchase obligations to the Company.

Objective Contract Purchase Criteria. To be eligible for purchase by the Company, a Contract must have been originated by a
Dedler that has entered into a Dealer Agreement to sell Contracts to the Company. The Contracts must be secured by a first
priority lien on a new or used automobile, light truck or passenger van and must meet the Company's underwriting criteria. In
addition, each Contract requires the customer to maintain physical damage insurance covering the financed vehicle and naming
the Company as a loss payee. The Company or any purchaser of the Contract from the Company may, nonetheless, suffer a loss
upon theft or physical damage of any financed vehicle if the customer fails to maintain insurance as required by the Contract and
is unable to pay for repairs to or replacement of the vehicle or is otherwise unable to fulfill his or her obligations under the
Contract.

The Company believes that its objective underwriting criteria enable it to evaluate effectively the creditworthiness of Sub-Prime
Customers and the adequacy of the financed vehicle as security for a Contract. These criteria include standards for price, term,
amount of down payment, installment payment and add-on interest rate; mileage, age and type of vehicle; principal amount of the
Contract in relation to the value of the vehicle; customer income level, job and residence stability, credit history and debt
serviceability; and other factors. Specifically, the Company's guidelines limit the maximum principal amount of a purchased
Contract to 115% of wholesale book value in the case of used vehicles or to 110% of the manufacturer's invoice in the case of new
vehicles, plus, in each case, sales tax, licensing and, when the customer purchases such additional items, a service contract or a
credit life or disability policy. The Company does not finance vehicles that are more than eight model years old or have in excess
of 85,000 miles. Under most CPS programs, the maximum term of a purchased Contract is 60 months; a shorter maximum term
may be applied based on the year and mileage of the vehicle, and contracts with terms up to 72 months may be purchased if the
customer is among the more creditworthy of CPS's obligors. Contract purchase criteria are subject to change from time to time as
circumstances may warrant. Upon receiving this information with the customer's application, the Company's underwriters verify
the customer's employment, residency, insurance and credit information provided by the customer by contacting various parties
noted on the customer's application, credit information bureaus and other sources.



Credit Scoring. Since November 1996 the Company has used a proprietary scoring model that assigns each Contract a numeric
value (a"credit score") at the time the application is received from the Dealer and the customer's credit information is retrieved
from the credit reporting agencies. The credit score is based on a variety of parameters, such as the customer's job and residence
stahility, the amount of the down payment, and the age and mileage of the vehicle. The Company has developed the credit score as
ameans of improving its allocation of credit evaluation resources, and managing the risk inherent in the sub-prime market.

Characteristics of Contracts. All of the Contracts purchased by the Company are fully amortizing and provide for level payments
over the term of the Contract. The average original principal amount financed under Contracts purchased in the year ended
December 31, 1999 was approximately $14,513 with an average original term of approximately 61 months and an average down
payment of 13.2%. Based on information contained in customer applications, for this twelve-month period, the retail purchase
price of the related automobiles averaged $14,716 (which excludes tax and license fees, and any additional costs such as a
maintenance contract), the average age of the vehicle at the time the Contract was purchased was 3 years, and the Company's
average customer at the time of purchase was approximately 37 years old, with approximately $35,009 in average annua
household income and an average of 4.9 years' history with hisor her current employer.

All Contracts may be prepaid at any time without penalty. In the event a customer elects to prepay a Contract in full, the payoff
amount is calculated by deducting the unearned interest from the Contract balance, in the case of a pre-computed Contract, or by
adding accrued interest to the Contract balance, in the case of asimple interest Contract.

Each Contract purchased by the Company prohibits the sale or transfer of the financed vehicle without the Company's consent and
allows for the acceleration of the maturity of a Contract upon a sale or transfer without such consent. In most circumstances, the
Company will not consent to asale or transfer of a financed vehicle unless the related Contract is prepaid in full.

Dealer Compliance. The Dealer Agreement and related assignment contain representations and warranties by the Dedler that an
application for state registration of each financed vehicle, naming the Company as secured party with respect to the vehicle, was
effected at the time of sale of the related Contract to the Company, and that al necessary steps have been taken to obtain a
perfected first priority security interest in each financed vehicle in favor of the Company under the laws of the state in which the
financed vehicleisregistered. If a Dealer or the Company, because of clerical error or otherwise, has failed to take such actionin a
timely manner, or to maintain such interest with respect to a financed vehicle, neither the Company nor any purchaser of the
related Contract from the Company would have a perfected security interest in the financed vehicle and its security interest may
be subordinate to the interest of, among others, subsequent purchasers of the financed vehicle, holders of perfected security
interests and a trustee in bankruptcy of the customer. The security interest of the Company or the purchaser of a Contract may also
be subordinate to the interests of third partiesif the interest is not perfected due to administrative error by state recording officials.
Moreover, fraud or forgery by the customer could render a Contract unenforceable against third parties. In such events, the
Company could suffer a loss with respect to the related Contract. In the event the Company suffers such a loss, it will generally
have recourse against the Dealer from which it purchased the Contract. This recourse will be unsecured, and there can be no
assurance that any Dealer will have the financial resources to satisfy its repurchase obligations to the Company.

Servicing of Contracts
General. The Company's servicing activities consist of collecting, accounting for and posting of all payments received; responding

to customer inquiries; taking all necessary action to maintain the security interest granted in the financed vehicle or other
collatera; investigating delinguencies, communicating



with the customer to obtain timely payments; repossessing and liquidating the collateral when necessary; and generally monitoring
each Contract and any related collateral.

Collection Procedures. The Company believes that its ability to monitor performance and collect payments owed from Sub-Prime
Customersis primarily afunction of its collection approach and support systems. The Company believes that if payment problems
are identified early and the Company's collection staff works closely with customers to address these problems, it is possible to
correct many of them before they deteriorate further. To this end, the Company utilizes pro-active collection procedures, which
include making early and frequent contact with delinquent customers; educating customers as to the importance of maintaining
good credit; and employing a consultative and customer service approach to assist the customer in meeting his or her obligations,
which includes attempting to identify the underlying causes of delinquency and cure them whenever possible. In support of its
collection activities, the Company maintains a computerized collection system specificaly designed to service automobile
installment sale contracts with Sub-Prime Customers and similar consumer obligations.

With the aid of its high penetration auto dialer, the Company typically attempts to make telephonic contact with delinquent
customers on the sixth day after their monthly payment due date. Using coded instructions from a collection supervisor, the
automatic dialer will attempt to contact customers based on their physical location, state of delinquency, size of balance or other
parameters. If the automatic dialer obtains a "no-answer" or a busy signal, it records the attempt on the customer's record and
moves on to the next call. If alive voice answers the automatic diaer's call, the call istransferred to awaiting collector at the same
time that the customer's pertinent information is simultaneoudy displayed on the collector's workstation. The collector then
inquires of the customer the reason for the delinquency and when the Company can expect to receive the payment. The collector
will attempt to get the customer to make a promise for the delinquent payment for a time generally not to exceed one week from
the date of the call. If the customer makes such a promise, the account is routed to a pending queue and is not contacted until the
outcome of the promise is known. If the payment is made by the promise date and the account is no longer delinquent, the account
is routed out of the collection system. If the payment is not made, or if the payment is made, but the account remains delinguent,
the account is returned to the automatic dialing queue for subseguent contacts.

If acustomer failsto make or keep promises for payments, or if the customer is uncooperative or attempts to evade contact or hide
the vehicle, a supervisor will review the collection activity relating to the account to determine if repossession of the vehicle is
warranted. Generally, such a decision will occur between the 45th and 90th day past the customer's payment due date, but could
occur sooner or later, depending on the specific circumstances.

If CPS elects to repossess the vehicle, it assigns the task to an independent local repossession service. Such services are licensed
and/or bonded as required by law. When the vehicle is recovered, the repossessor deliversit to a wholesale auto auction, where it
is kept until sold, usualy within 30 days of the repossession. The UCC and other state laws regulate repossession sales by
requiring that the secured party provide the customer with reasonable notice of the date, time and place of any public sale of the
collatera, the date after which any private sale of the collateral may be held and of the customer's right to redeem the financed
vehicle prior to any such sale and by providing that any such sale be conducted in a commercially reasonable manner. Financed
vehicles repossessed generally are resold by the Company through unaffiliated automobile auctions, which are attended
principally by car dealers. Net liquidation proceeds are applied to the customer's outstanding obligation under the Contract.

Under the UCC and other laws applicable in most states, a creditor is entitled to obtain a deficiency judgment from a customer for
any deficiency on repossession and resale of the motor vehicle securing the unpaid balance of such customer's Contract. However,
some states impose prohibitions or limitations on deficiency judgments. When obtained, deficiency judgements are entered against
defaulting individuals



who may have little capital or income. Therefore, in many cases, it may not be useful to seek a deficiency judgment against a
customer or, if oneis obtained, it may be settled at a significant discount.

Credit Experience
The Company's financial results are dependent on the performance of the Contracts in which it retains an ownership interest. The

tables below document the delinquency, repossession and net credit loss experience of all Contracts that the Company was
servicing as of the respective dates shown.

DELI NQUENCY EXPERI ENCE (1)

Decenber 31, 1999 Decenber 31, 1998 Decenber 31, 1997
Nunber Nunber Nunber
of of
Contracts Anpunt Contracts Anpunt Contracts Anpunt
(Dol lars in thousands)

Gross servicing portfolio (1) ...................... 92,388 $ 868,797 141,396  $1,674, 417 83,414  $1,031,573
Peri od of delinquency (2)
B1-60 dayS . .vi i 2,781 26, 204 4,202 48,324 3,092 36, 609
B61-90 dAYS . .ttt 1,130 11, 226 1, 869 22,335 1, 243 15, 303
Ot dAYS .« vttt 652 6, 997 1, 694 20, 096 1,393 17, 869
Total delinquencies(2) ................ ..., 4,563 44,427 7,765 90, 755 5,728 69, 781
Amount in repossession (3) ... 3,424 28, 896 2,961 32,772 1,977 24,463
Total delinquencies and ampunt in repossession (2) . 7,987 $ 73, 323 10, 726 $ 123,527 7,705 $ 94, 244
Del i nquenci es as a percent of gross
servicing portfolio ....... ... ... ... . . . . .. 4. 9% 5.1% 5.5% 5.4% 6. 9% 6. 8%
Total delinquencies and anmount in repossession as a
percent of gross servicing portfolio ............... 8. 7% 8. 4% 7.6% 7.4% 9. 2% 9.1%

(1)  All amounts and percentages are based on the full amount remaining to be
repaid on each Contract, including, for pre-computed Contracts, any
unearned finance charges. The information in the table represents the
principal amount of all Contracts purchased by the Company, including
Contracts subsequently sold by the Company, which it continues to
service.

(20  The Company considers a Contract delinquent when an obligor failsto
make at least 90% of a contractually due payment by the following due
date, which date may have been extended within limits specified in the
Servicing Agreements. The period of delinquency is based on the number
of days payments are contractually past due. Contracts less than 31 days
delinquent are not included.

(3  Amount in repossession represents financed vehicles that have been
repossessed but not yet liquidated.



NET CHARGE-OFF EXPERIENCE(1)

Year Ended Decenber 31,

1999 199 1997
Aver age servicing portfolio outstanding .......... $ 1,223,238 $ 1,300,519 $ 703, 100
Net charge-offs as a percent of
average servicing portfolio (2) (3) .............. 9.2% 6. 5% 5.9%

(1)  All amounts and percentages are based on the principal amount scheduled
to be paid on each Contract. The information in the table represents all
Contracts serviced by the Company.

(2)  Net charge-offsinclude the remaining principal balance, after the
application of the net proceeds from the liquidation of the vehicle
(excluding accrued and unpaid interest).

(3  Theincreasein net charge-offs as a percent of the average servicing
portfolio is due to the decrease in the servicing portfolio combined
with an increase in total charge-offs for the year ended December 31,
1999, compared to the prior year. The increase in charge-offsis due to
the seasoning of those Contracts securitized during 1998.

Flow Purchase Program

From May 1999 through the date of this report, the Company has purchased Contracts only for immediate and outright resale to
non-affiliated third parties. The Company sells such Contracts for a mark-up above what the Company pays the Dealer. In such
sales, the Company makes certain representations and warranties to the purchasers, normal in the industry, which relate primarily
to the legality of the sale of the underlying motor vehicle and to the validity of the security interest that is being conveyed to the
purchaser. These representations and warranties are generally similar to the representations and warranties given by the
originating Dealer to the Company. In the event of a breach of such representations or warranties, the Company may incur
liabilities in favor of the purchaser(s) of the Contracts and there can be no assurance that the Company would be able to recover,
in turn, against the originating Dealer(s).

Liquidation of Non-securitized Portfolio

From June 1994 through November 1998, substantialy al Contracts that the Company purchased were sold in securitization
transactions, as described below. In March 1999 the Company learned that it would not be able to close a securitization
transaction for an indefinite period. The Company's "warehouse" lines of credit, under which the Company had drawn funds to
acquire Contracts, by their terms set alimit on how long any Contract could be considered eligible collateral thereunder. Because
the Company was unable to sell Contracts in a securitization transaction, those time limits were exceeded, and the Company fell
into default on those lines of credit. In order to repay the outstanding indebtedness the Company embarked on a program of selling
outright, to non-affiliated third parties, substantially all of such Contracts. A total of approximately $318.0 million of Contracts
were sold from June 1999 through September 1999, yielding sufficient proceeds to repay all of the warehouse indebtedness. All of
such sales were at prices less than the Company's acquisition cost of such Contracts; accordingly, the Company recorded a net loss
in the approximate aggregate amount of $15.2 million on such sales. The Company has no intention or expectation of again selling
guantities of Contracts at less than their acquisition cost.






Securitization and Sale of Contracts

The Company currently purchases Contracts for immediate and outright resale to non-affiliated third parties. In the past the
Company purchased Contracts with the intention and expectation of reselling them in securitization transactions. The Company
intends to again sell Contracts in securitization transactions, although there can be no assurance that such future transactions will
occur.

In a securitization sale, the Company is required to make certain representations and warranties, which are generally similar to the
representations and warranties made by Dealers in connection with the Company's purchase of the Contracts. If the Company
breaches any of its representations or warranties to a purchaser of the Contracts, the Company will be obligated to repurchase the
Contract from such purchaser at a price equa to such purchaser's purchase price less the related cash securitization reserve and
any payments received by such purchaser on the Contract. The Company may then be entitled under the terms of its Dealer
Agreement to require the selling Dealer to repurchase the Contract at a price equal to the Company's purchase price, less any
payments made by the customer. Subject to any recourse against Dealers, the Company will bear the risk of |oss on repossession
and resale of vehicles under Contracts repurchased by it.

Upon the sale of a portfolio of Contracts in a securitization transaction, the Company retains the obligation to service the
Contracts, and receives a monthly fee for doing so. Among other services performed, the Company mails to obligors monthly
billing statements directing them to mail payments on the Contracts to a lock-box account. The Company engages an independent
lock-box processing agent to retrieve and process payments received in the lock-box account. Thisresults in adaily deposit to the
trust's bank account of the entire amount of each day's lock-box receipts and the simultaneous electronic data transfer to the
Company of customer payment data records. Pursuant to the Servicing Agreements, the Company is required to deliver monthly
reports to the trust reflecting all transaction activity with respect to the Contracts. The reports contain, among other information, a
reconciliation of the change in the aggregate principal balance of the Contracts in the portfolio to the amounts deposited into the
trust's bank account as reflected in the daily reports of the lock-box processing agent.

Pursuant to its securitization purchase commitments, the Company generally warrants that, to the best of the Company's
knowledge, no such liens or claims are pending or threatened with respect to a financed vehicle, which may be or become prior to
or equal with the lien of the related Contracts. In the event that any of the Company's representations or warranties proves to be
incorrect, the trust would be entitled to require the Company to repurchase the Contract relating to such financed vehicle.

The Servicing Portfolio

The Company currently services al Contracts that it owns, as well as those Contracts included in portfolios that it has sold to
securitization trusts. The Company does not service Contracts that were acquired in its flow purchase program or that were sold in
its Contract liquidation program. Pursuant to the Company's usua form of servicing agreement (the Company's servicing
agreements with purchasers of portfolios of Contracts are collectively referred to as the " Servicing Agreements'), CPS is obligated
to service al Contracts sold to the trusts in accordance with the Company's standard procedures. The Servicing Agreements
generally provide that the Company will bear all costs and expenses incurred in connection with the management, administration
and collection of the Contracts serviced. The Servicing Agreements also provide that the Company will take all actions necessary
or reasonably requested by the investor to maintain perfection and priority of the trust's security interest in the financed vehicles.

The Company is entitled under most of the Servicing Agreements to receive a base monthly servicing fee of 2.0% per annum
computed as a percentage of the declining outstanding principa balance of the non-defaulted Contracts in the portfolio. Each
month, after payment of the Company's base monthly servicing



fee and certain other fees, the trust receives the paid principal reduction of the Contracts in its portfolios and interest thereon at the
fixed rate that was agreed when the Contracts were sold to the Trust. If, in any month, collections on the Contracts are insufficient
to pay such amounts and any principal reduction due to charge-offs, the shortfal is satisfied from the "Spread Account”
established in connection with the sale of the portfolio. The "Spread Account” is an account established at the time the Company
sells a portfolio of Contracts, to provide security to the purchase of the portfolio. If collections on the Contracts exceed such
amounts, the excessis utilized, first, to build up or replenish the Spread Account to the extent required, next, to cover deficiencies
in Spread Accounts for other portfolios, and the balance, if any, constitutes excess cash flows, which are distributed to the
Company. The Servicing Agreements also provide that the Company is entitled to receive certain late fees collected from
customers.

Pursuant to the Servicing Agreements, the Company is generally required to charge off the balance of any Contract by the earlier
of the end of the month in which the Contract becomes five scheduled installments past due or, in the case of repossessions, the
month that the proceeds from the liquidation of the financed vehicle are received by the Company or if the vehicle has been in
repossession inventory for more than 90 days. In the case of arepossession, the amount of the charge-off is the difference between
the outstanding principal balance of the defaulted Contract and the net repossession sale proceeds. In the event collections on the
Contracts are not sufficient to pay to the holders of interests in the trust ("Investors") the entire principal balance of Contracts
charged off during the month, the trustee draws on the related Spread Account to pay the Investors. The amount drawn would then
have to be restored to the Spread Account from future collections on the Contracts remaining in the portfolio before the Company
would again be entitled to receive excess cash. In addition, the Company would not be entitled to receive any further monthly
servicing fees with respect to the defaulted Contracts. Subject to any recourse against the Company in the event of a breach of the
Company's representations and warranties with respect to any Contracts and after any recourse to any insurer guarantees backing
the Certificates, the Investors bear the risk of all charge-offs on the Contracts in excess of the Spread Account. The Investors
rights with respect to distributions from the Trusts are senior to the Company's rights. Accordingly, variation in performance of
pools of Contracts affects the Company's ultimate realization of value derived from such Contracts.

The Servicing Agreements are terminable by the insurer of certain of the trust's obligations in the event of certain defaults by the
Company and under certain other circumstances. As of December 31, 1999, 7 of the Company's 22 securitized pools had incurred
cumulative losses exceeding certain predetermined levels, which in turn has given the certificate insurer the right to terminate the
Servicing Agreements with respect to all of the pools. To date, the certificate insurer has waived its right to terminate the
Servicing Agreements.

Competition

The automobile financing business is highly competitive. The Company competes with a number of nationa, local and regional
finance companies with operations similar to those of the Company. In addition, competitors or potential competitors include
other types of financia services companies, such as commercial banks, savings and loan associations, leasing companies, credit
unions providing retail loan financing and lease financing for new and used vehicles, and captive finance companies affiliated
with mgjor automobile manufacturers such as General Motors Acceptance Corporation, Ford Motor Credit Corporation, Chrysler
Credit Corporation and Nissan Motors Acceptance Corporation. Many of the Company's competitors and potential competitors
possess substantially greater financial, marketing, technical, personnel and other resources than the Company. Moreover, the
Company's future profitability will be directly related to the availability and cost of its capital in relation to the availability and
cost of capital to its competitors. The Company's competitors and potential competitors include far larger, more established
companies that have access to capital markets for unsecured commercial paper and investment grade-rated debt instruments and to
other funding sources which may be unavailable to the Company.
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Many of these companies aso have long-standing relationships with Dealers and may provide other financing to Dealers,
including floor plan financing for the Dealers' purchase of automobiles from manufacturers, which is not offered by the Company.
The Company believes that the principal competitive factors affecting a Dealer's decision to offer Contracts for sale to a particular
financing source are the purchase price offered for the Contracts, the reasonableness of the financing source's underwriting
guidelines and documentation requests, the predictability and timeliness of purchases and the financial stability of the funding
source. The Company believes that it can obtain from Dealers sufficient Contracts for purchase at attractive prices by consistently
applying reasonable underwriting criteria and making timely purchases of qualifying Contracts.

Government Regulation

Several federal and state consumer protection laws, including the federal Truth-In-Lending Act, the federal Equal Credit
Opportunity Act, the federal Fair Debt Collection Practices Act and the federal Trade Commission Act, regulate the extension of
credit in consumer credit transactions. These laws mandate certain disclosures with respect to finance charges on Contracts and
impose certain other restrictions on Dealers. In many states, alicense is required to engage in the business of purchasing Contracts
from Dealers. In addition, laws in a number of states impose limitations on the amount of finance charges that may be charged by
Deders on credit sales. The so-called Lemon Laws enacted by the Federal government and various states provide certain rights to
purchasers with respect to motor vehicles that fail to satisfy express warranties. The application of Lemon Laws or violation of
such other Federal and state laws may give rise to a claim or defense of a customer against a Dealer and its assignees, including
the Company and purchasers of Contracts from the Company. The Dealer Agreement contains representations by the Dealer that,
as of the date of assignment of Contracts, no such claims or defenses have been asserted or threatened with respect to the
Contracts and that all requirements of such Federal and state laws have been complied with in all material respects. Although a
Dealer would be obligated to repurchase Contracts that involve a breach of such warranty, there can be no assurance that the
Deder will have the financial resources to satisfy its repurchase obligations to the Company. Certain of these laws aso regulate
the Company's servicing activities, including its methods of collection.

Although the Company believesthat it is currently in material compliance with applicable statutes and regul ations, there can be no
assurance that the Company will be able to maintain such compliance. The past or future failure to comply with such statutes and
regulations could have a material adverse effect upon the Company. Furthermore, the adoption of additional statutes and
regulations, changes in the interpretation and enforcement of current statutes and regulations or the expansion of the Company's
business into jurisdictions that have adopted more stringent regulatory requirements than those in which the Company currently
conducts business could have a material adverse effect upon the Company. In addition, due to the consumer-oriented nature of the
industry in which the Company operates and the application of certain laws and regulations, industry participants are regularly
named as defendants in litigation involving aleged violations of Federa and state laws and regulations and consumer law torts,
including fraud. Many of these actions involve aleged violations of consumer protection laws. A significant judgment against the
Company or within the industry in connection with any such litigation could have a materia adverse effect on the Company's
financial condition, results of operations or liquidity. See "Legal Proceedings."

Alternative Marketing Programs
From 1996 through 1998, the Company invested in a 80 percent-owned subsidiary, Samco Acceptance Corporation ("Samco"),
which pursued a business strategy of purchasing Contracts from independent finance companies that had in turn purchased the

Contracts from Dealers. The Contracts purchased from Samco showed consistently higher losses than Contracts purchased by CPS
directly from Dedlers. In
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December 1998, the Company ceased further investments in Samco, and Samco terminated all operations during the first quarter
of 1999. The Company believes that any credit losses related to Samco-originated Contracts have been adequately reserved for,
and that no material losses will result from Samco's terminated operations.

In May 1996, CPS formed LINC Acceptance Corp. ("LINC"), an 80 percent-owned subsidiary based in Norwalk, Connecticut.
LINC offered the Company's sub-prime auto finance products to credit unions, banks and savings institutions ("Depository
Institutions'). The Company believes that Depository Institutions do not generally make loans to Sub-Prime Customers, even
though they may have relationships with Dealers and have Sub-Prime Customers.

During the second quarter of 1999, the Company ceased to provide additional funding to LINC in conjunction with the Company's
plan to reduce the level of Contract purchases and thus to decrease its capital requirements. LINC thereupon ceased its operations.
In November 1999 three former employees of LINC filed an involuntary Chapter 7 (liquidation) bankruptcy petition against
LINC. See"Legal Proceedings." See "Management's Discussion and Analysis of Financial Condition and Results of Operations -
Liquidity and Capital Resources."

Employees

As of December 31, 1999, the Company had 523 full-time and 3 part-time employees, of whom 10 are senior management
personnel, 298 are collections personnel, 97 are Contract origination personnel, 47 are marketing personnel (41 of whom are
marketing representatives), 57 are operations and systems personnel, and 37 are administrative personnel. The Company believes
that its relations with its employees are good. The Company is not a party to any collective bargaining agreement.

ITEM 2. PROPERTY

The Company's headquarters are located in Irvine, California, where it leases approximately 115,000 square feet of generd office
space from an unaffiliated lessor. The annua rent is approximately $1.9 million for the first five years of the lease term, and
increases to $2.1 million for years six through ten. The Company has the option to cancel the lease after five years without
penalty. In addition to the foregoing base rent, the Company has agreed to pay the property taxes, maintenance and other expenses
of the premises. Prior to November 1998, the Company's headquarters were located in a different facility of approximately 51,400
square feet, aso in Irvine, California. The Company has subleased its former headquarters location, on terms that should yield
immateria sublease income through the remainder of that lease.

The Company in March 1997 established a branch collection facility in Chesapeake, Virginia. The Company |eases approximately
27,988 square feet of general office space in Chesapeake, Virginia, at a base rent that is currently $411,703 per year, increasing to
$504,545 over aten-year term.

ITEM 3. LEGAL PROCEEDINGS

On May 18, 1999, Kevin Gilmore commenced a lawsuit against the Company in the Superior Court of California, San Francisco
County. The lawsuit aleges certain defects in repossession notices used by the Company in the State of California, and seeks
injunctive relief, including "restitution” of an unspecified amount. Similar cases have been filed against most of the major firms
financing motor vehicle purchasesin California. Trial in the matter is set for May 2000. The Company plans to contest vigorousy
this litigation.
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On October 29, 1999, three ex-employees of LINC filed an involuntary petition under Chapter 7 of the Bankruptcy Code, naming
LINC as the debtor, and seeking its liquidation. The petition was filed in the U.S. Bankruptcy Court for the District of
Connecticut. Among the allegations made by the petitioners, which may be considered to be asserted against the Company, is that
LINC isentitled to aretained interest in the Contracts sold by LINC in securitizations, and thus to a share of the distributions from
the securitized pools. The Company intends to contest vigorously this matter.

It is management's opinion that all litigation of which it is aware, including the matters discussed above, will not have a material
adverse effect on the Company's consolidated financial position, results of operations or liquidity, beyond reserves already taken.

ITEM 4. SUBMISSION OF MATTERSTO A VOTE OF SECURITY HOLDERS

Not applicable.

ITEM 4A. EXECUTIVE OFFICERS OF THE REGISTRANT
Information regarding the Company's executive officers follows:

Charles E. Bradley, Jr., 40, has been the President and a director of the Company since its formation in March 1991. In January
1992, Mr. Bradley was appointed Chief Executive Officer of the Company. From March 1991 until December 1995 he served as
Vice President and a director of CPS Holdings, Inc. From April 1989 to November 1990, he served as Chief Operating Officer of
Barnard and Company, a private investment firm. From September 1987 to March 1989, Mr. Bradley, Jr. was an associate of The
Harding Group, a private investment banking firm. Mr. Bradley, Jr. is currently serving as a director of NAB Asset Corporation,
Chatwins Group, Inc., Texon Energy Corporation, and Thomas Nix Distributor, Inc. Charles E. Bradley, Sr., Chairman of the
board of directors of the Company, is his father.

William L. Brummund, Jr., 47, has been Senior Vice President - Systems Administration since March 1991. From 1986 to March
1991, Mr. Brummund was Vice President and Systems Administrator for Far Western Bank.

Nicholas P. Brockman, 55, has been Senior Vice President - Asset Recovery & Liquidation since January 1996. He was Senior
Vice President of Contract Originations from April 1991 to January 1996. From 1986 to March 1991, Mr. Brockman served as a
Vice President and Branch Manager of Far Western Bank.

Richard P. Trotter, 56, has been Senior Vice President-Contract Origination since January 1996. He was Senior Vice President of
Administration from April 1995 to December 1995. From January 1994 to April 1995 he was Senior Vice President-Marketing of
the Company. From December 1992 to January 1994, Mr. Trotter was Executive Vice President of Lange Financial Corporation,
Newport Beach, California. From May 1992 to December 1992, he was Executive Director of Fabozzi, Prenovost & Normandin,
Santa Ana, California. From December 1990 to May 1992 he was Executive Vice President/Chief Operating Officer of R. Thomas
Ashley, Newport Beach, Cdlifornia. From April 1984 to December 1990, he was President/Chief Executive Officer of Far
Western Bank, Tustin, California

Curtis K. Powell, 43, has been Senior Vice President - Marketing of the Company since April 1995. He joined the Company in
January 1993 as an independent marketing representative until being appointed Regional Vice President of Marketing for
Southern Cdiforniain November 1994. From June 1985 through January 1993, Mr. Powell was in the retail automobile sales and
leasing business.
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Mark A. Creatura, 40, has been Senior Vice President - General Counsel since October 1996. From October 1993 through October
1996, he was Vice President and General Counsel at Urethane Technologies, Inc., a polyurethane chemicals formulator. Mr.
Creatura was previously engaged in the private practice of law with the Los Angeles law firm of Troy & Gould Professional
Corporation, from October 1985 through October 1993.

Thurman Blizzard, 57, has been Senior Vice President - Risk Management since May 1999, and was Senior Vice President-
Collections from January 1998 until May 1999. The Company had previously engaged Mr. Blizzard as a consultant from October
1997 to December 1997 to provide recommendations to the Company concerning its collections operation. Prior thereto, Mr.
Blizzard served as Chief Operations Officer of Monaco Finance from May 1994 to March 1997. Mr. Blizzard was previously an
Asset Liquidation Manager with the Resolution Trust Corporation, from November 1991 to May 1994.

Kris I. Thomsen, 42, has been Senior Vice President - Systems since June 1999. Previously, Ms. Thomsen had been Vice
President-Systems since the Company's inception in March 1991.

James L. Stock, 34, has been Senior Vice President - Chief Financial Officer of the Company since January 2000. Prior to being
named the Chief Financial Officer, Mr. Stock was the Vice President and Corporate Controller of the Company. From August
1993 to December 1994, Mr. Stock was the assistant controller of Fluid Recycling Services, an industrial fluids management
company based in Santa Ana, California. From July 1990 to August 1993, Mr. Stock was a senior associate with Coopers &
Lybrand.

PART I1

ITEM 5. MARKET FOR COMMON EQUITY AND RELATED STOCKHOLDER MATTERS

The Company's Common Stock is traded on the Nasdag National Market System, under the symbol "CPSS." The following table
sets forth the high and low sales prices reported by Nasdag for the Common Stock for the periods shown.

Hi gh Low
January 1-March 31, 1998 ...................... 12. 750 8. 375
April 1-June 30, 1998 ........... ... ... ... 15. 375 9. 875
July 1-Septenmber 30, 1998 ..................... 13. 500 1.813
Oct ober 1-Decenber 31, 1998 ................... 5. 750 2. 000
January 1-March 31, 1999 ...................... 5. 250 2.813
April 1-June 30, 1999 ......... .. ... ... ... 4. 313 1.031
July 1-Septenber 30, 1999 ..................... 1.813 0.938
Oct ober 1-Decenber 31, 1999 ................... 1.875 0. 438

As of March 23, 2000, there were 76 holders of record of the Company's Common Stock. To date, the Company has not declared
or paid any dividends on its Common Stock. The payment of future dividends, if any, on the Company's Common Stock is within
the discretion of the Board of Directors and will depend upon the Company's earnings, its capital requirements and financial
condition, and other relevant factors. The instruments governing the Company's outstanding debt place certain restrictions on the
payment of dividends. The Company does not intend to declare any dividends on its Common Stock in the foreseeable future, but
instead intends to retain any earnings for use in the Company's operations.
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ITEM 6. SELECTED FINANCIAL DATA

Ni ne- nont h
Peri od Ended
Year ended Decenber 31, Decenber 31,
1999 1998 1997 1996 1995
(in thousands, except per share data)
STATEMENT OF OPERATI ONS DATA:
Gain (loss) on sale of Contracts, net ... $( 14, 844) $ 58, 306 $ 35, 045 $ 20, 565 $ 10,721
Interest income ..............oiiiiinnnn. 3,032 41, 841 23,526 19, 980 9,220
Servicing fees ....... ... .. 27,761 25, 156 14, 487 7,893 3, 485
Total revenue ..............iiiiiiiiiinnn 14, 805 126, 280 75, 251 48, 438 23,426
Qperating expenses 86, 968 81, 960 43, 292 24,746 10, 769
Net income (I oss) (44, 532) 25,703 18, 532 14, 097 7,575
Basi c earnings (loss) per share (1) ..... (2.38) 1.67 1.29 1.05 0. 65
Diluted net earnings (loss) per share (1) (2.38) 1.50 1.17 0.93 0.52
Decenber 31,
———————————————————————————————————————————————————————————————— March 31,
1999 1998 1997 1996 1995 1995

BALANCE SHEET DATA:
Contracts held for sale ............ $ 2,421 $165, 582 $ 68,271 $ 21, 657 $ 19, 549 $ 21, 896
Resi dual interest in securitizations 172,530 217, 848 124,616 43, 597 30, 477 23,201
Total assets ...........c.cuiiinnnnn. 223, 565 431, 962 225, 895 101, 946 77,878 57,975
Total liabilities .................. 139, 128 312, 881 143, 288 44,989 36, 397 30, 981
Total sharehol ders' equity ......... 84, 437 119, 081 82, 607 56, 957 41, 481 26, 994

(1)  All prior periods have been restated in accordance with Statement of
Financial Accounting Standards No. 128, "Earnings per Share."
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ITEM 7. MANAGEMENT'S DISCUSSION AND ANALY SISOF FINANCIAL CONDITION AND RESULTS
OF OPERATIONS

The following analysis of the financial condition of the Company should be read in conjunction with "Selected Financial Data"
and the Company's Consolidated Financial Statements and the Notes thereto and the other financial dataincluded elsewherein this

report.
OVERVIEW

Consumer Portfolio Services, Inc. and its subsidiaries (collectively, the "Company") primarily engage in the business of
purchasing, selling and servicing retail automobile installment sale contracts ("Contracts') originated by automobile dealers
("Deders") located throughout the United States. In the past, the Company has purchased contracts in as many as 44 different
states. At various times in 1999, the Company suspended its solicitation of Contract purchases in as many as 20 states, and as of
the date of this report is active in 29 states. There can be no assurance as to resumption of Contract purchasing activities in other
states. Through its purchase of Contracts, the Company provides indirect financing to Dealer customers with limited credit
histories, low incomes or past credit problems, who generally would not be expected to qualify for financing provided by banks or
by automobile manufacturers' captive finance companies.

The Company historically has generated revenue primarily from the gains recognized on the sale or securitization of its Contracts,
servicing fees earned on Contracts sold, and interest earned on Residuals (as defined below) and on Contracts held for sale.
During the year ended December 31, 1999, and through the date of this report, the Company did not sell any Contracts in
securitization transactions, and therefore recognized no gains on sale. All sales of Contracts were on a servicing released basis
either in the form of bulk sales of Contracts being held by the Company for sale, or as part of a pass through agreement with a
third party for which the Company earned a fee on a per Contract basis. The net loss on sale of Contracts for the year ended
December 31, 1999, was $14.8 million compared to net gains of $58.3 million and $35.0 million for the years ended December
31, 1998 and 1997, respectively. Revenues from interest and servicing fees for the year ended December 31, 1999, were $3.0
million and $27.8 million, respectively. Such revenues for the year ended December 31, 1998, were $41.8 million and $25.2
million, respectively, and for the year ended December 31, 1997, such revenues were $23.5 million and $14.5 million,
respectively. The Company's income is affected by losses incurred on Contracts, whether such Contracts are held for sale or have
been sold in securitizations. The Company's cash requirements have been significant in the past and will continue to be significant
should the Company sell loans in securitization transactions in the future. Net cash provided by operating activities for the year
ended December 31, 1999, was approximately $170,000, compared to net cash used in operating activities for the years ended
December 31, 1998 and 1997, of $71.1 million and $26.1 million, respectively. See "Liquidity and Capital Resources."

The Company has purchased Contracts with the primary intention of reselling them in securitization transactions as asset-backed
securities. From late May 1999 to the present, the Company has purchased Contracts on a flow basis for third parties; that is, the
Company purchases a Contract from a Dedler, and sells the Contract the next day to the third party for the same price the
Company paid. The Company also receives from the third party a fee for its services. The Company retains no interest in such
Contracts, and neither services such Contracts nor earns a servicing fee.

Although the Company has not been able to sell Contracts in a securitization transaction since December 1998, it does plan to
securitize in the future, as to which there can be no assurance. The Company's securitization structure has been as follows:

First, the Company sells a portfolio of Contracts to awholly owned subsidiary ("SPS"), which has been established for the limited
purpose of buying and reselling the Company's Contracts. The SPS then transfers the same Contracts to either a grantor trust or an
owner trust (the "Trust"). The Trust in turn issues interest-bearing asset-backed securities (the "Certificates'), generaly in a
principal amount equal to the aggregate
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principal balance of the Contracts. The Company typically sells these Contracts to the Trust at face value and without recourse,
except that representations and warranties similar to those provided by the Dealer to the Company are provided by the Company
to the Trust. One or more investors purchase the Certificates issued by the Trust; the proceeds from the sale of the Certificates are
then used to purchase the Contracts from the Company. The Company purchases a financial guaranty insurance policy,
guaranteeing timely payment of principal and interest on the senior Certificates, from an insurance company (the "Certificate
Insurer"). In addition, the Company provides a credit enhancement for the benefit of the Certificate Insurer and the investorsin the
form of an initial cash deposit to an account ("Spread Account™) held by the Trust. The agreements governing the securitization
transactions (collectively referred to as the "Servicing Agreements’) require that the initial deposits to the Spread Accounts be
supplemented by a portion of collections from the Contracts until the Spread Accounts reach specified levels, and then maintained
at those levels. The specified levels are generally computed as a percentage of the principal amount remaining unpaid under the
related Certificates. The specified levels at which the Spread Accounts are to be maintained will vary depending on the
performance of the portfolios of Contracts held by the Trusts and on other conditions, and may also be varied by agreement
among the Company, the SPS, the Certificate Insurer and the trustee. Such levels have increased and decreased from time to time
based on performance of the portfolios, and have also been varied by agreement. The specified levels applicable to the Company's
sold pools increased materially in 1998. Effective November 3, 1999, as applied to monthly measurement dates from September
1999 onward, the specified levels have decreased, asis discussed under the heading "Liquidity and Capital Resources.”

At the closing of each securitization, the Company removes from its consolidated balance sheet the Contracts held for sale and
adds to its consolidated balance sheet (i) the cash received and (ii) the estimated fair value of the ownership interest that the
Company retains in the Contracts sold in the securitization. That retained interest (the "Residua") consists of (@) the cash held in
the Spread Account and (b) the net interest receivables ("NIRS"). NIRs represent the estimated discounted cash flows to be
received by the Trust in the future, net of principal and interest payable with respect to the Certificates, and certain expenses. The
excess of the cash received and the assets retained by the Company over the carrying value of the Contracts sold, less transaction
costs, equals the net gain on sale of Contracts recorded by the Company.

The Company allocates its basis in the Contracts between the Certificates and the Residuas retained based on the relative fair
values of those portions on the date of the sale. The Company recognizes gains or |osses attributable to the change in the fair value
of the Residuals, which are recorded at estimated fair value and accounted for as "held-for-trading” securities. The Company is not
aware of an active market for the purchase or sale of interests such as the Residuals; accordingly, the Company determines the
estimated fair value of the Residuals by discounting the amount and timing of anticipated cash flows