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Item 1. BUSINESS
General

Dollar Financial Group, Inc., a New York corporation (the "Company" or "DEFG"),
was organized in 1979 under the name Monetary Management Corporation. The
Company is a consumer financial services company operating the second largest
check cashing store network in the United States and the largest such network in
Canada. The Company provides a diverse range of consumer financial products and
services primarily consisting of check cashing, money orders, money transfers,
consumer loans, and bill payment. Certain stores also serve as distribution
centers for public assistance benefits and food stamps under government
contracts. As of June 30, 1997, the Company has a total network of 436 stores in
14 states, the District of Columbia, and Canada, including 366 Company-owned
stores with revenues for the fiscal year ended June 30, 1997 of $83.0 million,
and with earnings before interest, taxes, depreciation, amortization, noncash
charges to earnings associated with foreign currency translations, and loss on
store closings and sales ("Adjusted EBITDA") for the fiscal year ended June 30,
1997 of $19.7 million.

The Company's primary customers are working, lower-income individuals and
families who require basic consumer financial services and are underserved by
traditional retail banking networks. The increased expense and decreased
availability of traditional retail banking services have left an increasing
number of individuals and families (estimated at 20% of the adult population)
without banking relationships. Management believes that growth in the
lower-income segment of the population combined with the decline of traditional
retail banking services provides the Company with significant growth
opportunities.

The Company's stores currently operate under the following locally established
brand names: ABC Check Cashing, Almost-A-Banc, Any Kind Check Cashing Centers,
C&C Check Cashing, Cash-N-Dash Check Cashing, Check Mart (R), Chex$Cashed,
Financial Exchange Company(R), Money Mart, Quikcash, QwiCash(R), and The Service
Centers.

Industry Overview
United States

The check cashing industry in the United States is highly fragmented, consisting
of approximately 5,700 stores as of July 1997, an increase from the
approximately 1,350 national listings in 1986 according to American Business
Information, Inc. The Company believes it is one of only four U.S. check cashing
store networks that have more than 100 locations, the remaining being local
store networks and single-unit operators. The Company believes that industry
growth has been fueled by several demographic and socioeconomic trends,
including a decline in the number of households with bank deposit accounts, an
increase in the number of low-paying service sector jobs, and an overall
increase in the lower-income population.

The number of families and individuals that hold bank, thrift, or savings and
loan deposit accounts has declined dramatically over the past fifteen years. In
a recent study, a leading consumer magazine estimated that approximately 20% of
the adult population does not maintain a banking relationship. The study
attributes this decline to a number of factors, including the inability of many
families and individuals to maintain the minimum account balance required by
many banks and thrifts, an increase in fees on deposit accounts with small
balances, and an increase in bank branch closings in lower-income population
areas.
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The increase in the fees charged by banks on deposit accounts over time has
contributed to the decline in the number of families and individuals holding
such accounts. The U.S. Public Interest Research Group has conducted a national
study which shows that, from 1993 to 1995, the annual cost to maintain a regular
checking account grew by 10% to $202, monthly maintenance fees increased 22% to
$7.11, average monthly balance requirements to avoid regular checking fees rose
30% to $1,242, and the minimum opening balance required for accounts rose 37% to
$69. The report states that these increased costs keep accounts out of reach of
many fixed- and lower-income consumers. In general, the findings indicate that
banks have increased their fees significantly on a real and inflation-adjusted
basis.

Many banks have elected over time to close their less profitable or
lower-traffic locations. These closings have tended to occur in lower-income,
urban, and minority neighborhoods. As banks continue this trend, wage earners in
these lower-income areas will have fewer, if any, convenient alternatives other
than local check cashing stores to perform basic financial transactions.

Lower-income individuals represent a large and rapidly growing segment of the
U.S. population. The 1993 Bureau of Labor Statistics' Consumer Expenditure
Survey revealed that 30% of U.S. four-person households reported to have earned
annual before-tax income of less than $15,000. This low-wage population, from
which the Company draws most of its customers, is the fastest-growing segment of
the workforce. As the low-wage population continues to grow, the Company
believes that this population will increasingly rely on the check cashing
industry as the primary source for their consumer financial products and
services.

Canada

In contrast to the domestic market, the Canadian check cashing market is
significantly less fragmented, with Money Mart's 143 owned and franchised stores
accounting for 53% of the total number of check cashing stores in Canada. A
survey conducted for Money Mart shows that a significant number of Money Mart
customers choose to patronize Money Mart's locations because of the convenient
operating hours, fast and courteous service, and broad product offerings.

Growth and Consolidation

Management believes that significant opportunities for growth exist in the check
cashing industry as a result of (i) the growth of the lower-income population
sector, (ii) the failure of commercial banks and other traditional financial
service providers to address the needs of lower-income individuals, and (iii)
the trend toward consolidation in the check cashing industry. Management
believes that as the lower-income population segment increases, and as trends
within the retail banking industry create a less accessible environment for
these members of society, the check cashing industry will realize a significant
increase in demand for its products and services. However, despite these growth
dynamics, the Company believes that the industry is entering a period of
consolidation. The Company believes that this consolidation trend has resulted
from a number of factors, including (i) the economies of scale available to
larger operators, (ii) the use of technology as a means to better serve
customers and control large store networks, (iii) the inability of smaller
operators to form the alliances necessary to deliver new products, and (iv)
increased licensing and regulatory burdens. This trend toward consolidation
should provide the Company, as one of the largest store networks, with
opportunities for continued growth through selective acquisitions.

Source: DOLLAR FINANCIAL GRO, 10-K405, September 29, 1997



Competitive Strengths
The Company believes that it has the following competitive strengths:

Store locations in favorable demographic areas. The Company has carefully chosen
states and metropolitan areas within those states with growing low-income
populations. Within the markets served by the Company, the Company's stores are
located in desirable locations near its targeted customer base. Management
adheres to a strict set of market survey and location guidelines when selecting
acquisition targets and new store sites. The Company's store base is a mix of
urban sites, which are located in high-traffic shopping areas, and suburban
sites, which are located in strip malls near multi-family housing complexes. In
the future, the Company plans to emphasize suburban strip mall locations,
particularly in the southeastern and western parts of the United States.

High-quality customer service. As part of its retail and customer-driven
strategy, the Company focuses on providing friendly customer service in a clean
and attractive environment. Operating hours vary by location, but are typically
extended and designed to cater to those customers who, due to work schedules,
cannot make use of "normal" banking hours. As part of its employee training
program, the Company's employees are encouraged and instructed to treat
customers in a friendly and courteous manner, which management believes results
in repeat business.

Broad offering of products and services. All Company stores offer a wide range
of products and services to meet the demands of their locale, including check
cashing, money orders, money transfers, consumer loans, and bill payment. The
Company also offers a variety of ancillary products, including Cash 'Til Payday
loans, photo ID, lottery tickets, electronic tax filing, photocopy service,
long-distance cards, and fax services.

Economies of scale. As the second largest check cashing store network in the
United States and the largest such network in Canada, the Company has reached a
size that enables it to benefit from economies of scale and to negotiate more
favorable contracts with its suppliers. In addition, the Company's market
position enables it to enter into favorable relationships with strategic
partners like Western Union and The Southland Corporation. Management believes
that the Company's size also allows it to gain greater access to capital.

Management expertise. In addition to the Company's senior management, the
regional managers of the Company have extensive experience and expertise in the
check cashing industry, which provides the Company with a competitive advantage.
Furthermore, the Company has been largely successful in retaining the
operational managers employed by the companies acquired in acquisitions.

Well-diversified credit risk. For the fiscal year ended June 30, 1997, the
Company cashed 6.5 million checks, with an average face value of $289. As a
result, management believes that the risk that the Company will sustain a
material credit loss related to a single transaction or series of transactions
is minimal.

Although the Company believes that these competitive strengths will enable it to
achieve its strategic objectives, the Company may not be able to capitalize on
them. Changing demographics in areas surrounding the Company's stores could
negatively impact the quality of the store base. Regulatory and technological
changes could affect the products offered or the prices charged for such
products. The Company provides an extensive training program for all of its
employees, however, as the Company continues to grow, an inability to attract,
train, and recruit talented field personnel and corporate management could
negatively impact Company performance.
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Strategy

The Company's business strategy is to capitalize on its competitive strengths by
increasing the revenues and profitability of its existing operations and by
growing through the acquisition of check cashing store networks and the
development of alternative store formats. Key elements of the Company's business
strategy include the following:

Maintain and instill a customer-driven retail philosophy. The Company has
focused on increasing its customer base through a service-oriented approach
designed to meet the needs of working, lower-income individuals and families in
need of basic consumer financial services. The Company believes it has
differentiated itself from its competitors by focusing on customer service. The
Company offers extended operating hours in clean, well-1lit, and convenient store
locations to enhance appeal and stimulate store traffic. The Company's research
indicates that, although approximately 30% of its customers have bank accounts,
its customers prefer immediate access to cash without waiting for check
clearance. In addition, the Company believes that many of its customers find
great value in their ability to cash a payroll or government check immediately,
for a fee, at a location within close proximity to their home or workplace at
nearly any time of day. The Company's surveys have indicated that over 90% of
its customers are repeat users of its services. The surveys also indicated that
the widespread availability of ATM machines does not alter a customer's decision
to "bank"™ at Company locations. The Company uses locally targeted advertising,
including television and radio, to promote awareness of its products and its
customer service. The Company will continue to develop ways to improve service
to its customers.

Introduce new products and services. The Company has developed a "one-stop" shop
concept to offer many consumer financial products and services not otherwise
available to its targeted customer base. The Company believes that its customers
enjoy the convenience of those services offered by the Company other than check
cashing. The Company is currently in the process of a nationwide roll-out of its
Cash 'Til Payday loan program and will continue to expand the product and
service offerings of its newly acquired check cashing store networks. In
addition, the Company intends to seek alliances with other financial
institutions and nonfinancial organizations, like Western Union, to offer
additional products to its customers.

Grow through targeted acquisitions. The Company has grown significantly

since September 1994, primarily through acquisitions of an aggregate of 350
stores. Management will continue to seek acquisitions of well-managed check
cashing store networks located in areas with favorable demographics, including
the southeastern and western parts of the United States, as well as profitable
check cashing stores in areas that complement the Company's existing geographic
markets.

Development of alternative retailing platforms. The Company currently operates
four stores in Seattle which offer only the Cash 'Til Payday unsecured
short-term loan. The Company also operates twenty-five check cashing kiosks
within The Southland Corporation's 7-Eleven(R) convenience stores. Management
believes that these platforms each offer unique strategic, operating and
investment characteristics which complement the existing check cashing stores.
The Company will continue to develop and evaluate expansion opportunities
through these alternative retail platforms.

Source: DOLLAR FINANCIAL GRO, 10-K405, September 29, 1997



Capitalize on economies of scale. The Company is well-positioned to take
advantage of the current trend toward consolidation in the check cashing
industry. The Company expects to continue to reduce its per-store cost for bad
debt collection, security, armored car services, employee training, management
information systems, and other operating expenses. The Company will continue to
seek cost reductions from its current service suppliers as its check cashing
market share increases through store network acquisitions and kiosk openings.
Furthermore, the Company expects to be able to capitalize on its market position
by developing strategic alliances with other financial institutions and
nonfinancial organizations.

Manage credit risk. The Company's check cashing service consists of high volumes
of small individual transactions requiring credit risk decisions on individual
checks. For the fiscal year ended June 30, 1997, the Company cashed 6.5 million
checks with an average face amount of $289. The Company actively manages its
customer risk profile in order to maximize check cashing revenues while
maintaining net write-offs within a targeted range. As a result, management
believes that the risk that the Company will sustain a material credit loss
related to a single transaction or a series of transactions is minimal. For the
fiscal year ended June 30, 1997, net write-offs as a percentage of face amount
of checks cashed were 0.17%.

Maintain existing base of government contracts. The Company intends to continue
to distribute public assistance benefits pursuant to its existing contracts with
various state and local governments. In this type of contract, the Company
provides continuous, uninterrupted operation of a benefits transfer system
during normal business hours in various locations, including its check cashing
stores, so as to distribute public assistance benefits. The Company expects
government revenue as a percentage of total revenue to continue to decline in
the future. Subsequent to June 30, 1997, the Company decided to sell or close 17
store locations in the Michigan and Southern California markets whose primary
business was to provide services for the distribution of public assistance
benefits under existing contracts with state and local municipalities. As a
result of declining caseloads and increasing costs, DFG management determined
that these locations could not provide acceptable levels of profitability.

Customers

Based upon a consumer survey conducted in select markets for the Company in 1995
and the Company's operating experience, the Company believes that its core
customer group is comprised of individuals who are between the ages of 18 and
49, rent their home, are employed and have annual household incomes of under
$35,000. The consumer survey indicated that over 90% of the Company's customers
in the surveyed markets were repeat customers and that over 50% had used the
Company's services more than ten times. Of those customers surveyed, 85% were
employed. The Company believes that consumers value attention to customer
service, and their choice of check cashing stores is influenced by the Company's
convenient locations and extended operating hours.

Based on a customer survey performed for the Company's Canadian subsidiary,
Money Mart, in 1995, the Company believes that the demographics of Money Mart
customers are similar to those of the Company's existing U.S. customers. The
survey found that approximately 80% of Money Mart's customers have annual
incomes below $30,000 and 75% are under the age of 35. Although 65% of the
surveyed customers have a bank account, these consumers continue to use Money
Mart due to the fast and courteous service and the stores' extended operating
hours.

The Company believes that many of its customers are unskilled workers or
independent contractors who receive payment on an irregular basis and generally
in the form of a check. The Company's core customer group lacks sufficient
income to accumulate assets or to build savings. These customers rely on their
current income to cover immediate living expenses and cannot afford the delays
inherent in waiting for checks to clear through the commercial banking system.
Furthermore, the Company believes that many of its customers use its check
cashing services in order to gain immediate access to cash without having to
maintain a minimum balance in a checking account and incur the cost of
maintaining a checking account. In addition, although research conducted for the
Company indicates that approximately 30% of its customers do have bank accounts,
these customers use check cashing stores because they find the locations
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and extended business hours of the Company's stores more convenient than those
of banks and value the ability to receive cash immediately, without waiting for
a check to clear.

Products and Services

The Company's Retail Stores Division is responsible for DFG's check cashing
store networks; the Merchant Services Division manages electronic benefits
distribution networks in New York State and Pennsylvania.

Retail Stores Division

DFG's check cashing stores provide a broad range of consumer financial products
and services to its customers at convenient locations with extended operating
hours. Customers typically use DFG's stores to cash checks (payroll, government,
and personal), receive government benefits, and utilize one or more of the
additional financial services available at most locations. In addition,
customers use a variety of ancillary products, including Cash 'Til Payday loans,
lottery tickets, electronic tax filing, photocopy service, long-distance cards,
and fax services.

Check Cashing

Customers may cash all types of checks at any DFG location, including payroll
checks, government checks, and personal checks. In exchange for a verified
check, DFG customers receive cash immediately, for a fee, and are not required
to wait several days for the check to clear. Both the customer's identification
and the validity of the check are verified by multiple sources pursuant to the
Company's standard verification procedures before any cash is distributed.
Customers are charged a fee for this service (typically a small percentage of
the face value of the check) which varies depending upon the type of check
cashed and whether or not the customer has a previous record of cashing checks
at that location. For the twelve months ended June 30, 1997, check cashing fees
averaged approximately 2.8% of check face value.

The following chart presents a summary of check cashing data for the periods
indicated below:

CHECK CASHING FEE SUMMARY

Six months
Year ended December 31, ended June 30,

1992 1993 1994
Face amount of checks cashed......... $267,009,000 $307,523,000 $160,681,000
Number of checks cashed.............. 1,202,454 1,307,768 662,855
Average face amount per check........ $222.05 $235.15 $242.41
Average fee per check......ouvvuuun... $6.59 $6.53 $6.78
Average fees as a % of face amount... 2.97% 2.78% 2.80%
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Year ended June 30,

1995 1996 1997
Face amount of checks cashed.......... $510,771,000 $728,123,000 $1,878,587,000
Number of checks cashed............... 2,132,006 3,051,037 6,492,495
Average face amount per check......... $239.57 $238.65 $289.35
Average fee per check................. $6.45 $6.65 $8.00
Average fees as a % of face amount.... 2.69% 2.79% 2.76%

If a check cashed by the Company is not paid for any reason, the full face value
of the check is recorded as a loss in the period during which the check was
returned. The check is then sent to the store for collection and, if after 30
days it still remains uncollected, then it is sent to the Company's internal
collections department, which contacts the maker and/or payee of each returned
check and, if necessary, commences legal action. The collections department
currently employs eleven people who work full-time collecting returned items.
During fiscal 1997, approximately 66.7% of the face value of checks returned
during that year was ultimately collected by the Company.

The following chart presents a summary of the Company's returned check
experience for the periods indicated below:

RETURNED CHECK EXPERIENCE

Six months
ended
Year ended December 31, June 30,

1992 1993 1994

Face amount of returned checks.................. $540,000 $1,085,000 $621,000
Collections on returned checks.................. 195,000 723,000 365,000
Net write-offs of returned checks............... 345,000 362,000 256,000
Collections as a percentage of returned checks.. 36.1% 66.6% 58.8%
Net write-offs as a percentage of check

Ccashing revenuUesS. .. ...ttt tintneenennenns 4.4% 4.2% 5.7%
Net write-offs as a percentage of face amount

of checks cashed......... i, 0.13% 0.12% 0.16%
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Year ended June 30,

1995 1996 1997

Face amount of returned checks.................. $2,006,000 $3,763,000 $9,618,000
Collections on returned checks.........ooovoo... 1,203,000 2,598,000 6,411,000
Net write-offs of returned checks............... 803,000 1,165,000 3,207,000
Collections as a percentage of returned checks.. 60.0% 69.0% 66.7%
Net write-offs as a percentage of check

CAShiINg FeVEeNUES . ¢ttt ittt ittt ettt eeeeenaneens 5.8% 5.7% 6.2%
Net write-offs as a percentage of face amount

of checks cashed........ . .. 0.16% 0.16% 0.17%

Other Services and Product Extensions

In addition to check cashing, DFG customers are able to choose from a variety of
products and services when conducting business at the Company's check cashing

locations. These

services include lottery ticket sales, electronic tax filing

(primarily used by customers to secure a "refund anticipation loan" from the
Company), phone cards, transportation passes, and utility bill payment services.
A survey of the Company's customers by an independent third party revealed that
over 50% of customers use other services in addition to check cashing.
Management believes that providing these services helps to implement the
Company's customer-driven strategy by creating a "one-stop shop" atmosphere for

its customers.

Among the products and services other than check cashing offered by the Company
are the following:

o Money Orders--DFG's check cashing stores exchange money orders for cash
and/or checks for a minimal fee, with an average fee and face amount of
$0.46 and $106, respectively, for the fiscal year ended June 30, 1997.
Money orders are typically used as a means of payment of rent and utility
bills for customers who do not have checking accounts. For the twelve
months ended June 30, 1997, DFG's check cashing stores sold a total of 4.7
million money orders, generating total money order revenues of $2.2

million.

o Money Transfers--At DFG's check cashing stores, customers can transfer
funds to any location providing Western Union money transfer services.
Western Union currently has 23,000 agents in more than 130 countries
throughout the world. DFG receives a percentage of the fee charged by
Western Union for the transfer as its commission. For the twelve months
ended June 30, 1997, the Company's check cashing stores generated total
wire transfer fees of $3.8 million.

o Cash 'Til Payday Loan Program--DFG acts as an agent to offer unsecured
short-term loans to customers with established bank accounts and verifiable

employment.

Loans are made for amounts up to $500, with terms of no longer

than 14 days.
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Kiosks

The Company operates twenty-five 80 to 100 square-foot kiosks within the
Southland Corporation's 7-Eleven(R) convenience stores. DFG's management
considers the key advantages of the kiosk format to include: shared overhead
costs, pooled advertising and signage costs, and access to high-traffic areas
and a potentially expanded market. Under certain circumstances, the Company will
be able to open an additional 100 kiosks within existing 7-Eleven(R) stores on
the same or similar terms as those that govern its existing kiosks.

Loan Stores

The Company currently operates four stores in the Seattle, Washington area which
offer only Cash "Til Payday unsecured short-term loans. The stores, which opened
in late September 1997, operate under the "Loan Mart" name. DFG's management
believes the stores can appeal to a larger market segment than the one which
currently utilizes the Company's check cashing stores. Additional stores are
planned in the Seattle market during fiscal year 1998.

Government Benefits Distribution

In addition to the other consumer financial products and services offered by the
Company, DFG stores in Philadelphia, Pittsburgh, Detroit, California,
Washington, and Ohio provide for the distribution of public assistance benefits
and food coupons. The Company believes that many state and local governments
have elected to employ this method of distribution as a means of reducing
administrative overhead and fraud which is often prevalent when benefits are
issued through the mail. DFG's government contracts require the Company to
provide continuous, uninterrupted operation of a benefits transfer system during
normal business hours in its check cashing locations. The Company is paid on a
per-transaction basis by the contracting governmental agency. The initial terms
of these contracts range from one to five years and, in some cases, provide the
government agencies the opportunity to extend the contract for additional
periods.

12
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The following chart outlines the terms and performance of DFG's existing
government contracts:

DFG'S EXISTING GOVERNMENT CONTRACT BUSINESS
For the twelve months ended June 30, 1997
(dollars in thousands)

Number of 1997 Govt. 1997 Total Government
Stores Under Contract Market Percentage Contract
Market Contract Revenue Revenues of Total Since
Philadelphia, PA (6)..... 21 $6,654 $10,055 66.2% 1984
Pittsburgh, PA (6)....... 10 611 2,791 21.9% 1990
Michigan (5)............. 12 1,373 1,883 72.9% 1985
Ohio (3) i 16 782 7,696 10.2% 1983
California (2) (5) ........ 43 2,199 28,038 7.8% 1979
Washington (4)........... 9 360 3,153 11.4% 1989

(1) As indicated above, although the current contracts expire on the date
indicated, it has been the Company's experience that such contracts are
typically renewed prior to their expiration. Certain of the contracts,
however, have no remaining option periods.

(2) 1In California, the Company has contracts with eleven counties. The
expiration date in the chart indicates the earliest expiration date of all
California contracts.

(3) In Ohio, the Company has contracts with four individual counties. The
expiration date in the chart indicates the earliest expiration date of all
Ohio contracts.

(4) The Washington contract continues until terminated by either party as
provided in the contract.

(5) In August 1997, the Company sold all of its stores in Michigan, and in
September 1997, the Company decided to sell or close five stores which
provided government services in southern California.

(6) These contracts are with the Commonwealth of Pennsylvania.
</FN>

Although the Company believes that government contracts will comprise a lower
percentage of the Company's future revenues, it still plans to devote resources
to bidding for the renewal of its existing government contracts. The Company has
a very successful track record with respect to retaining government contracts.
Since past rebid proposals are publicly available, the Company analyzes prior
biddings and uses the information to competitively rebid the current proposal.
However, there can be no assurance that the Company will in fact be able to
retain its existing government contracts.

A number of state and local government agencies have initiated processes to
install electronic benefits transfer systems designed to disburse public
assistance benefits directly to individuals (sometimes referred to as "EBT"
systems) . DFG already provides support and operating services for the
distribution of public assistance benefits pursuant to contracts with state
agencies in both New York State (through a subcontract) and Pennsylvania. See
"--Products and Services--Merchant Services Division." Given its experience in
providing such services, the Company may seek to provide similar services for
newly installed EBT systems. The Company has received correspondence from the
Commonwealth of Pennsylvania outlining their proposed implementation of an
electronic benefit transfer system. Based on this correspondence and other
communication with the Commonwealth, implementation could start as soon as
January 1998 and take a year to fully implement. If implemented, this plan would
result in the termination of all of the Company's contracts for the distribution
of public assistance benefits in the Commonwealth of Pennsylvania. There can be
no assurance when or if this will happen. In the event that the contracts are
terminated, the Company intends to continue to operate many of these locations
as stand alone check cashing sites. However, there can be no assurance that the
installation of such systems will not have a material adverse effect on the
Company's results of operations or financial condition.

13

Source: DOLLAR FINANCIAL GRO, 10-K405, September 29, 1997

Contract
Expires (1)

1998
1998
1999
1997
1997



Merchant Services Division

The Company's Merchant Services Division provides support and operating services
for the distribution of public assistance benefits through contracts with state
agencies in both New York State and Pennsylvania. EBT systems equip

participating merchants with point-of-sale ("POS") devices that are on-line with
the contracting agency's recipient database. In New York, DFG acts as a
subcontractor to Citibank, N.A. ("Citibank") to maintain and service Citibank's

network of electronic government benefits distribution to several hundred
merchants throughout the state. In Pennsylvania, DFG owns, operates, and
maintains the system which electronically distributes public assistance benefits
through fourteen of the Company's check cashing stores in the city of
Philadelphia.

New York

In 1988, the State of New York began issuing food stamp benefits through its
Electronic Benefits Issuance and Control System to 330,000 recipients on a
monthly basis through grocery stores and other merchants in 57 counties outside
of New York City. This package of benefits is currently distributed
electronically through POS devices located in over 1,200 grocery, convenience,
and check cashing stores. These devices are directly connected to the state's
welfare recipient database and operate in a manner similar to ATM machines by
providing immediate verification when a recipient's magnetically encoded card is
scanned through the system.

Although Citibank provides the POS devices to the merchants, it has little
direct follow-up contact with either the distribution points or the benefits
recipients. DFG operates as a subcontractor to Citibank and is responsible for
monitoring and maintaining the network. The Company employs field agents and
administrative personnel headquartered in Albany, New York to train merchants in
the use of Citibank's POS terminals, monitor merchants for security compliance
and quality control, and maintain accounting procedures to reconcile benefit
transactions at each site. The Company is paid on a fee-per-transaction basis
for its services. The Company's revenues under this contract were approximately
$4.2 million and $4.7 million for the years ended June 30, 1997 and 1996,
respectively.

Pennsylvania

In Pennsylvania, the Company owns the PenNet System, an EBT system that was
acquired from the Planning Resource Corporation in January 1993. The PenNet
system is operated in conjunction with some of the Company's Philadelphia-based
check cashing stores and certain grocery stores in other parts of the state in
order to assist in the distribution of food coupons and other public benefits in
Pennsylvania.

Within the PenNet system, recipient eligibility is determined at the state
welfare office where magnetic cards are generated and issued to recipients.
Recipient data is initially entered into the PenNet system at the county
assistance offices and is then updated daily at the PenNet data center in
Philadelphia. Recipients visit DFG's check cashing stores and other benefits
issuance sites throughout Philadelphia to receive their benefits, and must
present their magnetic cards to a teller who passes the card through a scanning
device. DFG is paid a monthly fee to operate and support this system.

The Company has been notified by the Commonwealth of Pennsylvania that it is
planning to replace the PenNet System with a different EBT system and a
different provider of EBT services. Once this EBT system is implemented, the
Company's contract to provide EBT services under the PenNet System will be
terminated. There can be no assurance when or if the Commonwealth of
Pennsylvania will replace the PenNet System or terminate the Company's contract.
The Company's revenues under this contract were approximately $1.0 million for
the years ended June 30, 1997 and 1996.
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Store Operations
Locations

The following chart sets forth the number of stores in operation as of the dates

indicated:
December 31, June 30,

Markets 1992 1993 1994 1995 1996 1997
CA
Southern (3)...... ..., 20 20 20 19 27 49
Northern....... ..o 0 0 0 13 13 73
PA
Philadelphia........... ... 22 22 22 41 20 26
Pittsburgh........ ... 13 13 12 14 11 11
OH
Cleveland. ....oiiiiieeeeeennnn. 13 13 13 11 11 26
Other Ohio Cities (1) ...v.veeeno... 5 [ 8 8 9 8
Phoenix, AlZ....euieieeeeeeeneeeenn 0 0 0 0 8 17
TX
DAllaS . e e ii it ettt ettt 0 0 0 0 6 23
2N B i 5 o 0 0 0 0 5 5
Detroit, MI (2) (3).iiiiiiinnnn.. 15 15 15 14 13 12
Norfolk, VA.... .. iieieeeeeeeennnn 19 19 19 14 14 14
Seattle, WA. ...ttt etieeeennns 0 0 0 9 9 9
Salt Lake City, UT......coii... 0 0 0 4 4 3
MD/DC e 4 ettt e et ettt et e 0 0 0 0 0 4
Albuquerque, NM.......oiuiueeennn. 0 0 0 3 3 3
New Orleans, LA. .. ... uieieeneennn 0 0 0 0 0 3
8 0 0 0 0 0 3
Rt 0 0 0 0 1 1
Franchised locations............. 0 0 0 0 0 3
CANADA . ittt ettt etee et eeeennnn 0 0 0 0 0 76
Franchised locations............. 0 0 0 0 0 67
Total StOreS. ... eeennnnnnns 107 108 109 150 154 436
<FN>
(1) These other cities include Akron, Canton, Youngstown, and Cincinnati, Ohio.
(2) Includes a single store located in Kalamazoo, Michigan.

(3) In August 1997, the Company sold all of its stores in Michigan, and in
September 1997, the Company decided to sell or close five stores which
provided government services in southern California.

</FN>

Management adheres to a strict set of market survey and