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Check whether the issuer: (1) has filed all reports required to be filed by Section 13 or 15(d) of the Exchange Act during the past 12 months (or
for such shorter period that the issuer was required to file such reports) and (2) has been subject to such filing requirements for the past 90
days. YES x NO ~

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer or a non-accelerated filer. See definition of
accelerated filer or large accelerated filer in Rule 12b-2 of the Exchange Act (Check one):

" Large Accelerated Filer ~ Accelerated Filer x Non-accelerated filer
Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act) Yes © No x
State the number of shares outstanding of each of the issuer s classes of common equity, as of the latest practicable date.

28,888,835 shares of common stock, $0.001 par value, as of November 1, 2006.
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CURRENT ASSETS:
Cash and cash equivalents
Restricted cash
Collateral account
Accounts receivable, net
Supply inventory
Lease receivable
Due from affiliates
Accounts receivable other

current

Prepaid expenses and other current assets

Total current assets

PROPERTY AND EQUIPMENT, net

INTANGIBLE CUSTOMER LIST, net

LEASE RECEIVABLES, net
DEFERRED LOAN COSTS, net
GOODWILL

COACH INDUSTRIES GROUP, INC.

CONSOLIDATED CONDENSED BALANCE SHEETS

ASSETS

accident and occupational insurance program

LIABILITIES AND SHAREHOLDERS' EQUITY

CURRENT LIABILITIES:

Accounts payable and accrued expenses
Advance payment contract settlement
Insurance loss reserve

Accrued interest payable

Warrant liability

Registration Rights Liability

Related party payable

Current portion lease finance obligation
Current portion of long-term debt
Warranty reserve

Customer deposits

Accrued wages
Note payable
Lines of credit

related parties

Total current liabilities

OTHER LIABILITIES:

Convertible notes payable- long term
Lease financing obligation

Minority interest

COMMITMENTS AND CONTINGENCIES

SHAREHOLDERS' EQUITY:

Table of Contents

September 30,
2006
(Unaudited)

$ 3,059,373
211,054
834,374

1,838,038
1,251,987
1,409,352

86,815

447,552

9,138,545

2,011,359
2,200,000
3,507,255

249,775
6,300,959

$ 23,407,893

$ 3,145,007
2,800,381
913,169
186,389
295,349
200,000
25,000
1,191,404
1,953,492
130,270
41,700
116,822
425,000
977,267

12,401,250
4,883,717

3,345,668
(81,968)

December 31,
2005

$ 3,046,069
247,196

1,582,335
1,363,694
1,559,635

190,681
445,915

8,435,525

2,231,347
2,290,000
3,443,793

379,313
6,304,182

$ 23,084,160

$ 1,215,170
1,868,000

109,854
574,998

376,246
1,354,167
1,465,119
116,392
41,000
61,019
650,000

894,418

8,726,383

5,534,881
3,075,971
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Common stock $0.001 par value; 50,000,000 shares authorized; 28,888,835 and 29,038,214 shares issued

and outstanding, respectively 28,890
Additional paid-in capital 19,617,481
Restricted stock unearned compensation (282,425)
Accumulated deficit (16,504,720)
Total shareholders' equity 2,859,226
TOTAL LIABILITIES AND SHAREHOLDERS EQUITY $ 23,407,893

The accompanying notes are an integral part of these financial statements.
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29,038

19,915,720
(938,680)
(13,259,153)

5,746,925

$ 23,084,160
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COACH INDUSTRIES GROUP, INC.

CONSOLIDATED CONDENSED STATEMENTS OF OPERATIONS

REVENUES
COST OF GOODS SOLD

GROSS PROFIT
OPERATING EXPENSES:

General and Administrative

Research and development

Warrant liability mark to market

Registration Rights Expense

Write-down of costs associated with unconsummated financing
transactions

Loss on liquidation of lease portfolio

Provision for lease losses and uncollectible accounts receivable
Amortization of deferred compensation
Sales and marketing

Rent
Gain on settlement related to the relocation of CTMC facility

Interest Expense Associate with convertible note conversion

Interest expense

Total operating expenses

Loss before provision for income taxes and minority interest
Minority interest portion of joint venture loss

Loss before income taxes

Income taxes

NET LOSS

Basic and fully diluted net (loss) per share :
Net loss per share

Basic and fully diluted weighted average common shares outstanding

The accompanying notes are an integral part of these financial statements.
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For the Three Months
Ended
September 30, (Unaudited)
2006 2005
$87,551,816  $65,430,041
85,425,337 64,258,510
2,126,479 1,171,531
2,550,535 1,533,287
93,818
59,842
120,000
116,946
140,958
244,328 1,516
77,700 63,873
132,687 245,090
72,808 87,699
273,659 370,739
3,789,463 2,396,022
(1,662,984) (1,224,491)
(5,199)
(1,657,785) (1,224,491)

$ (1,657,785)

$ (0.06)

29,038,000

$ (1,224,491)

$ (0.07)

18,342,150

$

$

$

For the Nine Months

Ended

September 30, (Unaudited)

2006
246,854,691

242,139,546

4,715,145

5,737,347

(279,649)
200,000

116,946
140,958

314,182
304,533
535,302
238,065

759,497

8,067,181

(3,352,036)

(106,468)

(3,245,568)

(3,245,568)

0.11)

29,038,000

$

$

$

2005
186,258,552

182,037,794

4,220,758

3,654,543
199,868

18,415
180,286
750,290

241,894
(434,000)

188,000
698,605

5,497,901

(1,277,143)

(1,277,143)

(1,277,143)

(0.08)

15,812,550
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CONSOLIDATED CONDENSED STATEMENTS OF CASH FLOWS

For the Nine Months Ended September 30, (Unaudited)

COACH INDUSTRIES GROUP, INC.

CASH FLOWS FROM OPERATING ACTIVITIES:

Net loss

Adjustments to reconcile net loss to net cash provided by (used in) operating activities:

Depreciation and amortization

Provision for lease losses and uncollectible accounts receivable

Charge-off of lease receivables

Provision for insurance loss reserve
Charges to insurance loss reserve
Amortization of deferred compensation
Amortization of stock options

Warranty expense

Charges to warranty reserve

Gain on settlement of CTMC

Charge-off of related party payable
Warrant Liability Valuation

Registration rights expense

Provision for losses associated with joint venture
Loss on disposition of lease portfolio
Loss on unconsummated financing transaction
Changes in operating assets and liabilities
Accounts receivable

Customer Deposits

(Due from) due to related party

Unbilled revenue

Supply inventory

Lease receivable repayments

Lease fundings

Lease liability repayments

Fundings lease liability

Prepaid expenses and other assets
Accrued contract settlement

Accounts payable and accrued expenses

Net cash provided (used in) in operating activities

CASH FLOWS FROM INVESTING ACTIVITIES:

Restricted cash

Investment in collateral account accident and occupational insurance program,

Acquisition of fixed assets
Investment in Joint Venture /CDS
Reduction in investment in FleetPlan

Net cash used in investing activities

CASH FLOWS FROM FINANCING ACTIVITIES:
(Repayment of) proceeds from related party payable, net

Repayment of notes payable related parties
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2006
$ (3,245,568)

398,119
314,182

1,203,381
(290,212)
304,533
18,032
57,500
(43,622)

(279,649)
200,000
125,000
140,958
116,946

(427,038)
700
(3,430)

111,707
1,609,495
(2,993,590)
(1,534,538)
2,993,590
(149,320)
932,381
2,017,433

1,576,990

(69)

(834,374)

(34,482)
2,483

(866,442)

(351,246)
(225,000)

2005
$(1,277,143)

656,531
18,415
(8,000)

180,286

165,795
(164,842)
(434,000)

429,000

(707,783)
(190,345)
(426,636)
298,290
306,240
864,496
(4,275,123)
(172,808)
4,275,123
(36,599)
1,199,555
(1,281,279)

(580,827)

(263,750)

(242,992)
(12,500)

(519,242)

104,550
(800,000)

8
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Repayment of term note (162,791)

Repayment on convertible debentures (613,749)
(Repayment), funding on line of credit, net 82,849 407,593
Deferred Loan Fees (41,056) (2,945)
Net cash (used in) financing Activities (697,244) (904,551)
NET (INCREASE) DECREASE IN CASH AND CASH EQUIVALENTS 13,304 (2,004,620)
CASH AND CASH EQUIVALENTS, BEGINNING OF PERIOD 3,046,069 3,545,995
CASH AND CASH EQUIVALENTS, END OF PERIOD $ 3,059,373 $ 1,541,375

The accompanying notes are an integral part of these financial statements
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COACH INDUSTRIES GROUP, INC.
NOTES TO CONSOLIDATED CONDENSED FINANCIAL STATEMENTS
For the Three and Nine Months Ended September 30, 2006 and 2005
1. Background
The Company

Coach Industries Group, Inc. ( Coach orthe Company ) is a holding company, which, through several wholly-owned subsidiaries, offers an array
of financial services, insurance products and fleet management services to commercial fleet operators. These services include finance and

operating leases for vehicles, procurement and disposal of vehicles, and the provisioning of commercial fleet drivers for these operators. Coach

also provides specialty insurance products for the commercial fleet drivers. The Company's long-term strategy is to offer and expand our array

of products to existing customers as well as other commercial fleet operators.

Finance Leasing Operations. Coach Financial Services, Inc. ( CFS ) offers financial services to commercial fleet operators including, but not
limited to, customers of Corporate Development Services, Inc. ( CDS ), Springfield Coach Industries Group, Inc. ( SCB ) and Commercial
Transportation Manufacturing Corporation ( CTMC ), all wholly owned subsidiaries of Coach. CFS targets small to mid-size commercial fleet
operators throughout the United States. The Company acquired FleetPlan LLC ( FleetPlan ) in the fourth quarter of 2005. Fleet Plan had not
commenced operations at the time of the acquisition, but had the software platform, business model and titling trust to support our plan to enter
the daily rental business through leasing vehicles to franchisees in the daily rental business for terms of up to twelve months. Implementation of
the business plan has been delayed due to constraints relating to vehicle allocation from the large vehicle manufacturers such as
DaimlerChrysler, Hyundai, Kia, etc. as well as financing availability.

Contractor Settlement Processing. CDS provides independent contractors, subcontractor settlement processing and specialty insurance products
to commercial fleet operators. Through its primary product offering CDS insulates the commercial fleet operator from workplace concerns
relating to employment by creating a true independent operator status between commercial fleet drivers and the commercial fleet operators. CDS
provides specialty insurance products to these commercial fleet drivers, as well as health benefits and other insurance products through various
relationships with independent insurance brokers. Currently CDS provides its products to approximately 8,300 commercial fleet drivers and 270
commercial fleet companies. Effective May 1, 2006, the Company began offering accident and occupational insurance to these drivers directly
through its new risk sharing insurance product. CDS has engaged Dallas National Insurance Company and Highpoint Risk Services, LLC to
provide the insurance for the program.

Manufacturing. SCB is one of the eight limousine manufacturers in the limousine manufacturing industry operating under a Qualified Vehicle
Modifier Agreement ("QVM") with Ford Motor Company. Securing a QVM is a barrier to entering the specialty vehicle manufacturing industry
due to the scrutiny and rigid manufacturing facility requirements imposed by the manufacturer. SCB's operations consist of manufacturing,
selling and servicing stretch sedans. The operations are housed in a 60,000 square foot manufacturing facility with approximately 40 employees
involved in the direct manufacture of the modified chassis. Effective December 31, 2005, Springfield Coach Industries Group, Inc. ( SCB ) and
American Dealerships Corporation organized a joint venture called American-Springfield, LLC ( American-Springfield ), a Florida limited
liability company, to perform the sales and marketing of limousines for SCB. However, American-Springfield is in litigation with American
Dealerships due to low sales volume and other issues relating to the sales effort and its performance under the agreements. The Company has
returned to a dealer sales network and in-house sales effort to support the production and sales effort at SCB.

2. Summary of Significant Accounting Policies
Interim Financial Statements

The interim financial statements presented herein have been prepared pursuant to the rules and regulations of the Securities and Exchange
Commission ( SEC ). Certain information and footnote disclosures normally included in financial statements prepared in accordance with
accounting principles generally accepted in the United States of America have been condensed or omitted pursuant to such rules and regulations.
The interim financial statements should be read in conjunction with the Company s annual financial statements, notes and accounting policies
included in the Company s Annual Report on Form 10-K for the year ended December 31,

Table of Contents 10
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2005 as filed with the SEC. In the opinion of management, all adjustments which are necessary to provide a fair presentation of financial
position as of September 30, 2006 and the related operating results and cash flows for the interim period presented have been made. The results
of operations, for the period presented are not necessarily indicative of the results to be expected for the year ended December 31, 2006.

Basis of Consolidation
All significant inter-company balances and transactions have been eliminated.
Stock Based Compensation

In December 2004, the FASB issued a revision of Statement of Financial Accounting Standards No. 123, Accounting for Stock-Based
Compensation ( SFAS 123R ). SFAS 123R supersedes APB Opinion No. 25, Accounting for Stock Issued to Employees, and its related
implementation guidance. SFAS 123R establishes standards for the accounting for transactions in which an entity incurs liabilities in exchange
for goods or services that are based on the fair value of the entity s equity instruments or that may be settled by the issuance of those equity
instruments. SFAS 123R does not change the accounting guidance for share-based payment transactions with parties other than employees
provided in SFAS 123 as originally issued and EITF Issue No. 96-18, Accounting for Equity Instruments That Are Issued to Other Than
Employees for Acquiring, or in Conjunction with Selling, Goods or Services. SFAS 123R is effective for the first interim or annual reporting
period of the company s first fiscal year that begins on or after September 15, 2005.

The Company implemented SFAS 123 effective January 1, 2006, however all options granted in prior years were fully vested prior to January 1,
2006. The Company has requested the Compensation Committee to review the impact of this pronouncement and to review the costs of stock
options, restricted stock and other incentive-equity based programs to align management and its employees with the shareholders interests.

The Company recognized costs associated with the common stock options issued to employees of $9,000 and $18,000 for the three and nine
months ended September 30, 2006 and valued the options issued which were granted to an officer and directors of the Company at $55,000 and
$107,000 for the three and nine months ended September 30, 2006. The options vest over a three year period. The value of the options was based
on a Black-Scholes model, valued at the date of issuance.

Minority Interest

The Company entered into a joint venture with American Dealership Corporation at December 31, 2005, called American-Springfield, LLC. The
Company owns a 51% equity interest in American-Springfield and accordingly, treats it as a subsidiary. Our consolidated financial statements
include balance sheet and income statement items, after eliminating inter-company accounts and transactions, of each wholly-owned and
majority-owned subsidiary and entities consolidated under FASB Interpretation No. 46, Consolidation of Variable Interest Entities, an
interpretation of ARB No. 51 ( FIN 46 ). The allocated interest of the earnings or loss of majority-owned subsidiaries attributable to the minority
owners of those subsidiaries is reflected in a single statement of operations entry, with minority interests in earnings being a reduction in net
income and minority interests in losses being an increase in net income. The proportionate interest in the equity of majority-owned subsidiaries
attributable to the minority owners of those subsidiaries is reflected as a single balance sheet entry between liabilities and stockholders' equity.
We allocate profits and losses to the minority interest in our majority-owned subsidiaries based on the underlying economics of the investment.
These may or may not reflect our ownership percentage and can be inconsistent with the allocation provisions specified in the joint venture
agreement. The change in this balance from period to period represents the investors' share of the income or loss.

Under FIN 46, an entity is considered to be a variable interest entity ( VIE ) when it has equity investors which lack the characteristics of a
controlling financial interest, or its capital is insufficient to permit it to finance its activities without additional subordinated financial support.
Consolidation of a VIE by an investor is required when it is determined that the investor is the primary beneficiary and will absorb a majority of
the VIE's expected losses or residual returns if they occur.

Management has assessed American Springfield, which is not wholly owned by us, to determine if this entity would be considered a VIE and
whether we would be considered the primary beneficiary. It was determined that the joint venture is not a VIE.
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The Company invested $50,000 at inception of the joint venture. The Company owns 51% of the joint venture and under the agreement was
required to support all losses for the joint venture. The pricing model for the joint venture was based on SCB selling the vehicles to the joint
venture at break-even pricing. The joint venture was to market all the vehicles and provide the sales function for SCB. The minority interest
share of the losses is $106,000. The Company has provided for a reserve of $125,000. The Company is in litigation regarding the joint venture
agreement and is no longer using the joint venture to market or sell SCB products.

Warrant Liability

Warrants issued that are potentially settled with free trading common stock are accounted for according to EITF Issue 00-19, Accounting for
Derivative Financial Instruments Indexed to, and Potentially Settled in the Company s Own Stock . Warrant liabilities are adjusted to fair value
(calculated using the Black-Scholes method) at each balance sheet date and are reassessed to determine whether the warrants should be classified
as a liability or equity. The Company is contractually required to register the shares underlying the warrants. Upon registration, the warrants will
be reevaluated for their classification as either a liability or equity. The terms associated with the various warrants that the Company has
outstanding would then meet the classification criteria for an equity instrument, thus settled in shares of the Company s common stock. The
corresponding fair value adjustment is included in the consolidated statements of operations as other expenses as the value of the warrants
increases from an increase in the Company s stock price at the balance sheet date and as other income as the value of the warrants decreases from
a decrease in the Company s stock price and other input formulas related to the Black-Scholes model, such as changes in interest rates, duration
and volatility.

The Company valued its warrants using a Black-Scholes pricing model at September 30, 2006 at $295,000 and $575,000 at December 31, 2005.
The net change in the valuation resulted in an expense (benefit) of $59,842 and ($279,649) for the three and nine months ended September 30,
2006, respectively, based on the market value of $0.12; a duration of between one and one half and two years on the options; volatility of 158%,
and a risk free interest rate of 4.80%. Upon the underlying shares of stock being registered, the Company will record a warrant liability. The
warrants will be valued as of the balance sheet date until the warrants are registered with the Securities and Exchange Commission. Upon
registration the warrants liability is reclassified to equity.

Table of Contents 13
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3. Supplemental Cash Flow Information

For the nine months ended September 30, 2006 2005
Non cash financing/investing activities:

Issuance of restricted stock related to deferred compensation $ 35,000 $370,000
Reclassification of deferred loan fees to additional paid in capital relating to conversion of debt to equity $ 25,000
Reclassification of discount associated with convertible debentures and intrinsic value of warrants to convertible

debentures $ 649,878
Issuance of common stock options to employees $ 106,626

Offset wages relating to cash advances and amounts due from officer $ 45,000
Cancellation of restricted common stock related to terminated transaction $ 389,000

Cash payment of interest $628,314 $350,084
Taxes Paid

4. Common Stock Transactions

A Common Stock Purchase Agreement dated as of May 19, 2004, between the Company and Fusion Capital Fund II, LLC, was terminated
August 2, 2006. No purchases or sales of the Company s common stock occurred under the agreement and a commitment fee of 244,900 shares
of the Company s common stock was voluntarily rescinded. The stock was valued at $389,000 and due to the rescission, was cancelled as of
September 30, 2006.

During the second quarter of 2005, the Company cancelled 1,176,471 of common shares held as Treasury Stock.

Accrued wages and accrued interest was reduced by approximately $370,000 related to officers compensation for the nine months ended
September 30, 2005. Two officers converted the balances of the unpaid wages into 671,000 shares common stock. These balances were
converted based on the market price determined for restricted shares of common stock at the date of conversion. In addition, the Company offset
amounts due to the former CEO for executive compensation, against cash advances totaling $45,000 for the nine months ended September 30,
2006.
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5. Prepaid Expenses and Other Assets

The components of prepaid expenses and other assets are as follows:

September 30, December 31,

2006 2005
Prepaid expenses $ 213,342 $ 166,351
Stock Issue - Personal Guarantees 67,132 179,970
Security Deposits 117,078 99,594
Investment in JV 50,000

$ 447,552 $ 445915
6. Floor Plan and Warehouse Lines of Credit

On June 1, 2004, the Company signed an agreement with Ford Motor Credit Company ( Ford Motor Company ) establishing a $2.0 million floor
plan line of credit, solely for the purchase of chassis inventory. The floor plan was partially secured by an irrevocable letter of credit in the
amount of $500,000. The Company has repaid the floor plan and the balance outstanding to Ford Motor Company at September 30, 2005 was
Zero.

During March 2005, the Company obtained a line of credit secured by a certificate of deposit. The line of credit of $500,000 bears interest at the
higher of 3.3% or 100 basis points over the certificate rate. At September 30, 2005 the balance of the line of credit was $500,000. In the fourth
quarter of 2005 the line of credit was repaid through the proceeds of the certificate of deposit that secured the line of credit.

During June 2005, the Company obtained lines of credit with Daimler Chrysler Services North America, LLC ( Daimler Chrysler ) up to $3.5
million; $1.0 million to fund the purchase of chassis for the manufacturing facility and $2.5 million for the acquisition of leases secured by
commercial vehicles. Effective July 2005, Daimler Chrysler agreed to increase the lease line to $4.0 million and committed to support the
Company s business plan. The body builder line of credit used to purchase chassis for the manufacturing facility is collateralized by the chassis
and also a $200,000 irrevocable letter of credit, which will secure up to $1.0 million in body builder availability. At September 30, 2006 the
balance of the line of credit to Daimler Chrysler was $4.0 million for the lease facility and $918,000 for the body builder facility. The interest
rates charged on both lines of credit are based on internal published rates at Daimler Chrysler. The effective interest rate charged on the facility
for the three and nine months ended September 30, 2005 was 7.00% and was 7.75% and 7.5% for the three and nine months ended

September 30, 2006.

During July 2006, the Company received notification from Dresdner Bank that it was reevaluating its plans to provide the securitization for
FleetPlan. Included in deferred loan fees is approximately $117,000 associated with the obtaining securitization of FleetPlan assets. This amount
was written off during the three and nine months ended September 30, 2006.

On September 29, 2006, the Master Loan and Security Agreement Motor Vehicles, dated December 16, 2004 (the New World Loan
Agreement ), between New World, as lender, and Coach Financial Services, as borrower, was terminated. Under the Agreement, New World
advanced the purchase price of vehicles purchased by Coach Financial Services and leased to third parties. The obligation of Coach Financial
Services to repay such advances was evidenced by promissory notes delivered to New World, which was secured by, among other things, a
purchase money security interest in the motor vehicles and an assignment of the related leases.

On August 14, 2006, New World sold the portfolio of leases serving as collateral for advances under the New World Loan Agreement to satisfy
indebtedness of approximately $1.3 million. The proceeds of the sale were approximately $1.4 million of which New World satisfied its
outstanding obligations of $1.3 million and paid legal bills of $42,000 on behalf of the Company. New World has notified the Company and
Coach Financial Services that New World will not make any further advances under the New World Loan Agreement. In connection with the
sale of the leases, on September 29, 2006, the Company and Coach Financial Services signed a Release and Covenant Not to Sue in favor of
New World. Under the Release and Covenant Not to Sue, the Company and Coach
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Financial Services released New World from all claims that they may have against New World, including claims that New World improperly
liquidated the lease portfolio or otherwise breached the New World Loan Agreement, and agreed not to commence any action against New
World in connection with any claims that were released under the Agreement. New World is obligated to pay the Registrant net proceeds from
the disposition of the assets of approximately $52,000, which was included in accounts receivable at September 30, 2006. The Company
recognized a loss on disposition of $140,000, of which $65,000 relates to the accelerated amortization of the cost of shares issued to a former
officer and director, John Gore, for his personal guarantee in September of 2005, $16,000 accelerated amortization on initial indirect costs, and
$42,000 for legal fees associated with the disposition, offset by $21,000 reduction in the lease loss provision relating to the sale of the collateral.

7. Insurance Loss Reserves

Balance at December 31, 2005 $

Additions to Loss Reserve 1,203,381

Claims Paid (290,212)
Balance at September 30, 2006 $ 913,169

During April 2006 the Company formed and began marketing a new insurance product through an insurance arrangement whereby the Company
facilitates Occupational and Accident Insurance directly to more than 8,300 independent contractors supported through CDS. The Company has
engaged Dallas National Insurance Company ( DNIC ) and Highpoint Risk Services, LLC to provide the insurance for the program.

The insurance program secured through the DNIC is set up on a Retrospective Experience Rated Program basis. This means that DNIC has

agreed to extend the program at a set rate based on the anticipated loss experience of the program within a specific layer of risk, which in the

case of this program is the first $250,000 per occurrence of risk up to a predetermined maximum loss paid amount known as the aggregate stop
loss attachment point. The Company is required to post a collateral payment with DNIC in the amount of $360,000, of which $120,000 has been
paid into the loss reserve at September 30, 2006, that is funded and is exposed to loss if the experience of the program develops adversely. DNIC

is insuring the program with first dollar insurance. The program does not require a deductible or a self insured position. The program s breakeven
point is based on the Company s experience running at a predetermined loss ratio or projected loss pick . If the experience exceeds this loss pick
number, then DNIC can take as additional premium from the collateral payment that is being held by DNIC. If the experience is less than the
projected loss pick, then the Company can earn a premium credit and take that as a profit sharing retro payment or they could apply this to the

next underwriting year.

The Company has $834,000 placed in a restricted bank account in the name of the Company with DNIC to ensure that the claims associated with
the accident and occupational insurance for the courier drivers are secured. The agreement with DNIC is described above, whereby the Company
will be liable for any additional claims, over and above the restricted balances as well as the ability of the Company to share in the upside if
losses attributed to the insurance products are lower than anticip