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filer. See definition of ‘““accelerated filer and large accelerated filer” in Rule 12b-2 of the Exchange Act. (Check one)

Large accelerated filer o Accelerated filer o Non-accelerated filer x

Indicate by check mark if the registrant is a shell company (as defined in Rule 12b-2 of the Act). Yes o No x
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209,555,980 outstanding.

DOCUMENTS INCORPORATED BY REFERENCE

List hereunder the following documents if incorporated by reference and the Part of the Form 10-K (e.g., Part I, Part
II, etc.) into which the document is incorporated: (1) Any annual report to security holders; (2) Any proxy or
information statement; and (3) Any prospectus filed pursuant to Rule 42(b) or (c) or under the Securities Act of 1933.
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PART 1
Item 1. Business

M.B.A. Holdings, Inc. (the “Company”), through its wholly owned subsidiary, Mechanical Breakdown Administrators,
Inc., markets and administers vehicular mechanical breakdown insurance (“MBI”) policies and sells contracts for repair
services to vehicles (“VSCs”). The MBI policies and VSC contracts are for the repair of automobiles, light trucks,
recreational vehicles, motorcycles, boats and certain automotive components. In certain states, the insurance
regulations prohibit the Company from directly selling either MBI policies or VSC contracts. In those states, the
Company, through its principal shareholders, services its customers by acting solely as an insurance broker in the sale
of MBI policies. The claims administrative responsibilities associated with those policies are assumed by the issuing
insurance company. The Company is compensated for its services through the payment of a commission.

Through its subsidiary National Motorcycle Dealers Association, LLC (“NMDA?”), the Company sells memberships in
NMDA and extended warranties for new and used motorcycles, ATV’s and trailers. NMDA also provides Gap
Coverage, Credit Life/Accident insurance, Health insurance and Family Hospitalization insurance for Dealership
owners, employees and their families. As an additional benefit of membership, NMDA offers rental insurance and
software for Dealer Motorcycle Rental Programs, a Garage Keepers insurance program, Liability and Collision
Insurance for the dealer and their customers, an Association Credit Card, a 401(k) Retirement Program, a Roadside
Assistance Program and many other benefits including member discounts on advertising and trade show exhibits.

During 2005 the Company continued its expansion into the motorcycle arena by purchasing an initial fifty percent
(50%) equity interest in Blue Sky Motorcycle Rentals, Inc. (“BSMR”) in December 2004. This was followed by the
purchase of the remaining fifty percent equity interest in April 2005. BSMR is a Colorado corporation that serves the
motorcycle rental industry through the rental of its motorcycles and through its internet web sites that offer a
reservation system to those desiring to rent motorcycles throughout the southwest. BSMR has licensed its name and
business plan to motorcycle rental stores located within the southwestern United States and plans to continue that
expansion throughout the country in the years to come. As discussed under the heading “Motorcycle Rental Locations,”
the Company has experienced difficulties in integrating the BSMR Denver, Colorado location into the corporate entity
and has decided to close this location. Also during fiscal 2005, the Company purchased the assets of Street Eagle,
Inc., Rent2Ride Nationwide, Inc. and Rent2Ride Arizona, Inc. (“R2R”). The R2R companies are engaged in the
motorcycle rental business in Hawaii and are the owners of computer software that is specifically designed to be used
in a motorcycle rental location. The R2R purchase gave the Company access to this series of specialty programs that it
intends to incorporate into its own and its licensed locations. In July 2005, the Company completed the 2005
acquisition plan with the purchase of two additional motorcycle rental locations, Escape Eagles, Inc. in Las Vegas,
Nevada and Worldwide Motorcycle Rentals, LLC in Tempe, Arizona.

Mechanical Breakdown Insurance

The Company acts as an agent for insurance companies and sells their MBI policies. In addition, it provides marketing
educational/support services and arranges for sub-agents to sell the policies. After the sale, the Company provides
third-party administrative policy services (claims adjudication, cancellation processing and technical computer
services) for certain of the policies sold by the Company or its sub-agents. The MBI policies are contracts of insurance
for repair services to vehicles that are entered into between the insurance companies and the ultimate
consumer/purchaser. The insurance company is directly liable for the costs of claims that arise under the terms of the
insurance policy. The Company currently has agency and/or servicing agreements with Old Republic Auto Services
Insurance Company, Warranty America, LLC. and Capital Assurance Risk Retention Group Incorporated.
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MBI policies have terms that range from twelve (12) to eighty-four (84) months and generally contain elapsed mileage
limitations. Actual repairs or replacements covered by the policies are made by independent repair facilities. The costs
of the repairs remain the responsibility of the insurance company that provided the MBI policy.
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The policy premium has been established by the insurance companies and agreed to by the Company and insurance
regulators. In general, at the time an MBI policy is sold, approximately 51% - 60% of the premium is retained by the
insurance company, approximately 20%-36% of the premium is paid to the sub-agent (if applicable). The remainder is
paid to the Company as its sales commission and fee for providing administrative policy services.

For the years ended October 31, 2005, 2004, and 2003, the net revenues related to sales, including sales acting only as
a broker, and servicing of MBI policies represented approximately 84%, 40% and 50%, respectively, of the Company’s
MBI and VSC net revenues less direct acquisition costs of vehicle service contracts.

Vehicle Service Contracts

The Company markets and administers VSC programs that supplement the manufacturer’s warranty and enhance the
profitability of the sale of automobiles, light trucks, recreational vehicles, motorcycles, boats and automotive

components. These contracts are sold principally through dealerships. A VSC is a contract between the Company and

the consumer/purchaser that offers repair coverage for periods ranging from one (1) to eighty-four (84) months and/or

with mileage limitations ranging from 1,000 to 100,000 miles. The coverage is for a broad range of possible failures

of mechanical components that may occur during the term of the contract. The coverage is supplemental to the

manufacturers’ warranty. The Company is primarily responsible for the administration of the contract and related
claims during the life of the contract.

At the time a VSC is sold, the Company purchases an insurance policy that insures its liability. This coverage provides
indemnification to the Company against loss resulting from service contract claims. The insurance protection is
provided by highly rated independent insurance companies including Heritage Warranty Mutual Insurance RRG, Inc.,
Old Republic Insurance Company and Warranty America, LL.C.

For the years ended October 31, 2005, 2004, and 2003, the net VSC revenues less direct acquisition costs related to

sales and servicing of VSCs represented approximately 16%, 60% and 50%, respectively, of the Company’s MBI and
VSC net revenues less direct acquisition costs of vehicle service contracts. The relative change in VSC revenues as a

percent of total business written is the result of changes in state laws that allow the sale of VSC contracts and a change

in the business pattern of sales involving commission only contracts that are sold without administrative and claims

services.

Virtual Private Network

The Company has developed a computerized sales system using the Internet that it calls its Virtual Private Network
(“VPN”). The VPN enables financial institutions, dealerships and the general public to obtain individualized
policy/contract pricing using their personal computer. The system user provides the VPN with the vehicle
identification number of the vehicle being insured together with a few other specific data items. The VPN returns an
accurate premium quotation and provides the customer with the ability to purchase the policy/contract on line. When
an Internet purchase is made, the system transmits the completed application, approval and policy data directly to the
financial institution/dealership/purchaser and prints the insurance policy itself on an on-site printer. The information
gathered in the quotation process is transmitted directly to the Company’s policy management system. Payments for
Internet sales are accomplished either by credit card or by a billing to the financial institution/dealership.

National Motorcycle Dealers Association, LL.C

NMDA was formed to assist Motorcycle Dealer Members in being professional, successful, and profitable businesses
through special services, products and programs. NMDA will also take a very active roll in education and legislation
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This Association is open to the tens of thousands of Motorcycle Dealers in the United States and Canada. There is an
annual membership fee. The Association offers products and training to its members and brings many benefits and
programs to aid the Motorcycle Dealer. NMDA brings the purchasing power and the voice of its many members to aid
the individual privately-owned Motorcycle Dealership. MBA Holdings provides management and administration of
the Association.

The Association also offers an affiliate membership program open to manufacturers of motorcycles, motorcycle
component manufactures, suppliers, distributors, finance institutions, insurance agencies, insurance companies,
industry associations, trade press, publications and motorcycle software vendors. The affiliate program will also have
a membership fee each year.

Motorcycle Rental Locations

BSMR and its affiliates Rent2Ride, LLC (“R2R”), Escape Eagles, Inc. (“EE”) and WorldWide Rentals, LLC (“WW”)
currently operate Company owned and consult with BSMR licensed motorcycle rental locations in California,
Arizona, Nevada, New Mexico, Hawaii and Utah. The Company has experienced difficulties integrating the Denver,
Colorado store operations into the corporate entity and has decided to close that location because of this and because it

has experienced operating losses. The Company is seeking a qualified licensee to assume responsibility for the
operation of a Denver, Colorado location. The current location will remain closed until such time as a suitable licensee

can be brought into that area. The Company has elected to write off and/or relocate the Denver, Colorado assets in
recognition of this decision. The other Company owned locations in Las Vegas, NV and Tempe, AZ have been
successfully brought into the corporate environment and profitable operations are expected in Fiscal 2006.

The motorcycle rental business is seasonal in nature in that sales increase in times of favorable weather and decline
when weather conditions are more adverse. To offset this seasonality, the Company expects to move its rental assets
with the seasons change to its owned and/or licensed locations where the weather factors are more appropriate for
motorcycle riding.

Significant Customers

The Company had no single significant customers during 2005. In 2004 a major manufacturer accounted for
$1,750,893 of VSC revenues or 33% of the 2004 VSC sales. During 2003, a national insurance brokerage firm
accounted for $2,433,000 of VSC sales while another major customer accounted for $1,673,000 of 2003 VSC sales.
These two firms combined accounted for 77% of all 2003 VSC sales. The Company services these accounts under
contracts that are subject to renewal annually.

Competition

M.B.A. Holdings, Inc. competes with a number of independent administrators, divisions of distributors,
manufacturers, financial institutions and insurance companies. Some competitors have greater operating experience,
more employees and/or greater financial resources. Furthermore, many manufacturers of motor vehicles market and
administer their own VSC programs for and through their captive dealers.

National Motorcycle Dealers Association, LL.C has no direct competitors in its market area and provides a bundle of
services that are not generally offered from a single source. The products do compete individually with a wide range
of offerings from other firms.
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The motorcycle rental locations face local competition in most areas but benefit considerably from the use of
customized internet sites for both reservations and accounting.

Sales

The number of MBI and VSC policies and contracts sold annually during the last three fiscal years are:
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Number
of
Policies
and
Time Period Contracts
For the twelve months ended October
31, 2005 2,084
For the twelve months ended October
31, 2004 3,957
For the twelve months ended October
31,2003 4,858

The decline in the numbers of policies and contracts sold is due to a loss of market share by the Company’s associated
credit unions and to the loss of a single major customer in the fiscal year 2004. The loss by the credit unions is due to

increased competition for the financing of vehicle sales and the extended warranties that are sold at the time of

financing. The loans by the vehicle manufacturers including zero interest rate loans and cash refunds have changed the

manner in which vehicle buyers finance their purchases of both the vehicle and the extended warranty program. The

customer loss was the result of increased price competition in the marketplace.

The Company will continue to look for ways to increase sales including strategic alliances with vehicle sellers and
others, the inclusion of other types of mechanical equipment such as watercraft and off-road vehicles, the further
expansion of its VPN system to more directly reach the ultimate consumer with its product information and from its
efforts to expand the economic presence of the National Motorcycle Dealers Association, LLC and the motorcycle
rental locations.

Federal and State Regulation

Federal law and the statutes of most states regulate the MBI and VSC programs that are developed and marketed by
the Company. The Company continually reviews all existing and proposed statutes and regulations to ascertain their
applicability to its existing and future operations. Generally, these state laws regulate the type of coverage that is
allowed to be offered within that state.

The Company or its principals are licensed in the following states: Alabama, Arizona, California, Colorado,
Connecticut, Delaware, Florida, Georgia, Idaho, Illinois, Indiana, Iowa, Kansas, Kentucky, Louisiana, Maine,
Maryland, Massachusetts, Michigan, Minnesota, Mississippi, Missouri, Montana, Nebraska, Nevada, New Hampshire,
New Jersey, New Mexico, New York, North Carolina, North Dakota, Ohio, Oklahoma, Oregon, Pennsylvania, South
Carolina, South Dakota, Tennessee, Texas, Utah, Washington, West Virginia, Wisconsin, and Wyoming.

The Company makes every effort to comply with all applicable statutes and regulations. Nevertheless, it cannot be
assured that its interpretations, if challenged, would be upheld by a court or regulatory body. On each occasion that
the Company has been notified that it is not in compliance with state regulation, the Company has been able to take
the steps necessary to achieve compliance directly or by working through others.

In the event the Company’s authorization to do business in a specific state is challenged successfully, the Company
may be required to cease operations in that state and could suffer financial sanctions. These actions, should they occur,

could have materially adverse consequences and could affect the Company’s ability to continue operating. However,
within the framework of current statutes, the Company does not believe that this is a present concern.

Employees

11
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The Company and its subsidiaries employed 21 individuals at October 31, 2005 and 13 at October 31, 2004. There are
no external sales persons but the Company engages approximately 15 direct commission agents. The Company has
assigned three individuals to handle customer inquiries that many times result in direct sales. The remainder of the
staff is assigned to the management and support departments including: claims adjudication, data entry, information
systems, finance and administration.

7
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The Company is not a party to a collective bargaining agreement.
Item 1A. Factors Affecting Future Performance

In connection with the Private Securities Litigation Reform Act of 1995 (the “Litigation Reform Act”), we are hereby
disclosing certain cautionary information to be used in connection with written materials (including this Annual
Report on Form 10-K) and oral statements made by or on behalf of our employees and representatives that may
contain “forward-looking statements” within the meaning of the Litigation Reform Act. Such statements consist of any
statement other than a recitation of historical fact and can be identified by the use of forward-looking terminology
such as “may,” “expect,” “anticipate,” “estimate” or “continue” or the negative thereof or other variations thereon or compara
terminology. You are cautioned that all forward-looking statements are necessarily speculative and there are numerous
risks and uncertainties that could cause consequences that differ materially from that referred to in such
forward-looking statements. These forward-looking statements are subject to business and economic risk and reflect
management’s current expectations and are inherently uncertain and difficult to predict. The discussion below
highlights some of the more important risks identified by management, but should not be assumed to be the only
factors that could affect future performance. You are cautioned that we do not have a policy of updating or revising
forward-looking statements, and thus you should not assume that silence by management over time means that actual
events are bearing out as estimated in such forward-looking statements.

EEINT3 EEINT3

The Company incurred significant losses during the current fiscal year and has experienced additional losses in prior
years. The Company has obtained funds and covered negative operating cash flow through the exercise of stock
options, from the use of common stock to pay for consultant and other services and from a related party who has
advanced funds on demand notes and through the deferral of rent payments (See Note 4) in order to overcome
working capital deficiencies during the year. There is no assurance that additional funds will be available when
additional working capital is required. Based upon the foregoing, the accompanying financial statements have been
prepared assuming the Company will continue as a going concern. The Company has incurred a loss in November and
December 2005 and expects such losses to continue into 2006. The Company is attempting to reverse this downward
trend with its motorcycle rental operations, with increased marketing contacts with other Internet vendors and with
further expansion into the motorcycle market through its subsidiary, National Motorcycle Dealers Association, LLC
and its Street Eagle licensed dealerships.

The Company has experienced material weaknesses in its systems of internal control and has established a committee
of the Board to evaluate and recommend changes to those controls. See Item 9A.

The public stock markets experience extreme price and trading volume volatility, particularly in the lower priced
securities sectors of the market. This volatility has significantly affected the market prices of securities of many
companies for reasons often unrelated to the operating performance of the specific companies. These broad market
fluctuations may adversely affect the market price of our common stock.

Our business and our products are subject to increasing regulation in key territories of content, consumer privacy and
online delivery. If we do not successfully respond to these regulations, our business may suffer.

We focus on creation of shareholder value over time, and we intend to make decisions that will be consistent with this
long-term view. As a result, some of our decisions, such as whether to make or discontinue operating investments,
manage our balance sheet and capital structure, or pursue or discontinue strategic initiatives, may be in conflict with
the objectives of short-term traders. Further, this could adversely affect our quarterly or other short-term results of
operations.

13
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We have not paid any cash dividends on our common stock nor do we anticipate paying cash dividends in the near
future.
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Item 2. Properties

The Company’s executive offices are located in leased premises at 9419 E. San Salvador Drive, Suite 105, Scottsdale,
Arizona. The Company leases approximately 15,000 square feet from Cactus Family Investments, LLC, a firm in
which the Company’s Chief Executive Officer and Vice President are principals. The current lease had an original
five-year term that expired December 31, 2003. The Company has entered into a lease extension agreement that
provides for a month-to-month rental pending renegotiation. The original lease provided for annual base rent
payments ranging from $212,000 to $276,000. The lease extension requires monthly payments equal to that required
in the last month of the original lease (Approximately $24,000 per month to be reduced by a credit for the
approximately 4,000 square feet that were sublet to a new tenant in January 2006). (See Item 14 - Certain
Relationships and Related Transactions).

The Company leases store and garage spaces in Tempe, AZ and Las Vegas, NV from unrelated lessors at competitive
market rates. (See Note 9 to the financial statements.)

Item 3. Legal Proceedings

The Company is subject to claims and lawsuits that arise in the ordinary course of business, consisting principally of
alleged errors and omissions connected with the sale of insurance, with personnel matters and with disputes over
outstanding accounts. The Company maintains a reserve for claims arising in the ordinary course of business and
believes that this reserve is sufficient to cover the costs of such claims.

The Company has been notified by its legal counsel that the dispute with one of its associated insurance companies
over alleged wrongdoing, an alleged breach of its Administrative Agreement and over reimbursement for claims and
cancellations expenditures has been resolved with the execution of a Settlement Agreement. The Company had no
further expense in connection with the settlement.

The Company has been named as a party to a lawsuit involving the plaintiff and the former owner of BSMR. The
complaint alleges that the Company and the former owner of BSMR improperly utilized certain assets of the plaintiff
as security for its borrowings. As of the date of this report, the Company's legal counsel is in discovery and is not able
to offer an opinion as to the likely outcome. The Company has responded to the complaint by denying the allegations
and intends to vigorously pursue all defenses available.

The Company has received a letter from an attorney representing the former owner of BSMR that alleges wrong

doing, including securities violations, on the part of the Company and contends that certain of the representations and

warranties made at the time of the purchase of BSMR were incorrect. The Company denies the allegations and

contends that the former owner of BSMR misrepresented the ownership and location of BSMR’s assets and misled the
Company concerning the amount of BSMR’s liabilities. The former owner has refused to transfer ownership of all of
BSMR’s assets to the Company. The Company has unilaterally terminated its eight-year consulting contract with the
former owner of BSMR and believes that it has no further obligations thereunder. At the direction of the Board of

Directors of the Company, a subcommittee has been formed to vigorously pursue the location and title to the BSMR

assets and to use all defenses available to answer any formal complaint received. To this end, the subcommittee has

retained a legal firm to represent it in this matter and to pursue all possible claims against the former owner. At the

time of filing of this document, no formal complaint has been received relating to this matter.

Based on the information presently available, management does not believe the settlement of any such claims or
lawsuits will have a material adverse effect on the financial position, results of operations or cash flows of the

Company.
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No matters voted on during the fourth quarter.
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PART II
Item 5. Market for Registrant’s Common Equity and Related Stockholder Matters

The Company’s Common Stock has been reported in NASDAQ, and currently is reported on NASDAQ’s OTC: BB
under the trading symbol “MBAH”. As of October 31, 2005, there were 209,871,980 common shares issued and
209,555,980 outstanding. On that date, the closing bid price for the Company’s common stock, as reported by
NASDAQ was $0.0507. The following is a summary of the price range of the Company’s common stock during its
2005 and 2004 fiscal years:

Common
Stock Bid

High Low
Quarter of
Fiscal 2005
First 0376 0.119
Second 0.188 0.062
Third 0.082  0.032
Fourth 0.068  0.024
Quarter of
Fiscal 2004
First 0.158  0.149
Second 0.277 0.040
Third 0.086  0.005
Fourth 0.117  0.003

The Company has never paid cash dividends on any shares of its common stock, and the Company’s Board of
Directors intends to continue this policy for the foreseeable future. Earnings, if any, will be used to finance the
development and expansion of the Company’s business. Future dividend policy will depend upon the Company’s
earnings, capital requirements, financial condition and other factors considered relevant by the Company’s Board of
Directors.

Equity Compensation Plan Information

Number of
Securities
remaining
available
Number of
Securities for future issuance

to be issued upon
exercise of

outstanding options

Plan Category warrants and rights

(a)

Weighted-average
exercise price of

outstanding options
warrants and
rights
(b)

under equity
compensation plans
(excluding
securities
reflected in column
(a))
(¢)
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Equity

compensation

plans approved by

security holders 6,150,010 $0.05 14,525,000

Equity

compensation

plans not approved

by

security holders None None None

During the fiscal year ended 2005, the Company issued 42,328,716 registered and 46,275,000 unregistered common
shares.
10
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Item 6. Selected Financial Data

Fiscal Year ended October 31, 2005 2004 2003 2002 2001

Net revenues $ 4886542 % 5,743,547 $ 5,628,408 $ 5,935,478 $ 16,468,434
Net (loss) income (7,855,486) (1,209,455) (1,785,460) (847,797) (212,546)
Net (loss) income per common

share (basic) (.04) (.02) (.08) (.04) (.01)
Total assets 6,841,954 8,650,262 9,747,162 11,212,975 9,423,030
Long-term obligations 491,691 3,116 8,301 - 8,077

Cash dividends declared per
common share - - - - _

Item 7. Management’s Discussion and Analysis of Financial Condition and Results of Operations

The following discussion should be read in conjunction with the financial statements and footnotes that appear
elsewhere in this report.

This discussion and analysis provides information that management believes is relevant to an assessment and
understanding of the Company’s results of operations and financial condition. The selected financial information is
derived from the Company’s historical financial statements and should be read in conjunction with such financial
statements and notes thereto set forth elsewhere herein and the “Forward-Looking Statements” explanation included
herein.

Critical Accounting Policies

The Management’s Discussion and Analysis of Financial Condition and Results of Operations, set forth below,
discusses our consolidated financial statements that have been prepared in accordance with accounting principles
generally accepted in the United States of America. The preparation of these financial statements requires us to make
estimates and assumptions that affect the reported amount of assets and liabilities at the date of the financial
statements, the disclosure of contingent assets and liabilities at that date and the reported amounts of revenues and
expenses during the reporting period. On an on-going basis, we evaluate our estimates and judgments, including those
related to revenue recognition, valuation allowances for deferred tax assets, the carrying value of goodwill and the
collectability of accounts receivable. In addition, we consider the potential impairment of our long-lived assets. We
base our estimates and judgments on historical experience and on various other factors that are believed to be
reasonable under the circumstances. The result of these estimates and judgments form the basis for making
conclusions about the carrying value of assets and liabilities that are not readily apparent from other sources. Actual
results may differ from these estimates under different assumptions or conditions.

A critical accounting policy is one which is both important to the portrayal of the Company’s financial condition and
results and one that requires management’s most difficult, subjective or complex judgments, often as a result of the
need to make estimates about the effect of matters that are inherently uncertain. Management believes the following

critical accounting policies affect its more significant judgments and estimates in the preparation of its consolidated

financial statements.

Revenue Recognition - Net revenues includes the commissions earned on sales of MBI, fees for providing
administrative claims services related to the MBI sold and revenues related to the sales and servicing of VSC.

19
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The Company receives a commission from the sale of each MBI policy. That commission is payment for marketing
the policy and, in some instances, for providing administrative, claims and cancellation services. The Company has
adopted Emerging Issues Task Force Issue No. 00-21, “Revenue Arrangements with Multiple Deliverables.” It
recognizes the revenue earned from each MBI policy on which it is obligated to provide administrative, claims and
cancellation services on a straight-line basis over the term of that policy.

Customers generally have the right to cancel their policy or vehicle service contract at any time. When a customer
cancels the policy or contract, the unused portion of the policy or contract premium is returned to the customer after
deduction of a cancellation fee. The Company, the insurance companies, and the sub-agents (if applicable) repay their
unearned balance on the policy to the customer. The cancellation fee is retained entirely by the Company. When a
policy is cancelled, the Company records the Company’s portion of the cancellation repayment (net of any cancellation
fee received) as a reduction or increase (as applicable) in total revenues.

VSCs are contracts between the Company and the purchaser. The Company insures its obligations by obtaining an
insurance policy that guarantees the Company’s obligations under the contract. In accordance with Financial
Accounting Standards Board Technical Bulletin 90-1 “Accounting for Separately Priced Extended Warranty and
Product Maintenance Contracts”, revenues and costs associated with the sales of these contracts are deferred and
recognized in income on a straight-line basis over the actual life of the contracts.

Revenues from motorcycle rentals that are in progress at the end of an accounting period are recognized pro rata based
upon the number of days of the rental that occur in each accounting period.

Deferred Income Taxes - Deferred income tax is recorded based upon differences between the financial statement and
tax basis of assets and liabilities using income tax rates currently in effect. The decline in the number of contracts sold
and the losses that the Company has experienced in both the current year and prior years have placed serious doubt on
the Company’s ability to realize the value of the deferred income tax assets that were recorded in earlier years.
Accordingly, a valuation allowance equal to 100% of the value of the deferred income tax asset has been provided.

The Company evaluates the carrying value of goodwill and other intangible assets at the end of each reporting period
and reduces the carrying values as appropriate. The collectability of accounts receivable is evaluated monthly and
amounts determined to be uncollectible are charged to expense at that time.

The Company will continue to evaluate its critical accounting policies and adjust them as circumstances dictate.

Results of Operations
Comparison of Fiscal Year 2005 and Fiscal Year 2004
Net Revenues

Net revenues for the year ended October 31, 2005 declined $857,000 from the $5,744,000 earned in fiscal 2004. The
decline represents a continuation of the trend that the Company has experienced in the last several years as the major
vehicle manufacturers become increasingly larger factors in the vehicle finance marketplace. Further, the growth that

the Company expected from its NMDA and motorcycle rental locations did not materialize in fiscal 2005.
12

21



Edgar Filing: M B A HOLDINGS INC - Form 10-K

Table of Contents
Index to Financial Statements

The Company has also experienced changes in its marketplace as various states have legislated against Vehicle
Service Contracts in their entirety. The best information available to the Company is that state insurance departments
have been systematically tightening the regulation of the warranty industry in an effort to provide further protections
to their citizens. While these efforts are commendable on their face, they have seriously impacted the Company’s
ability to do business in certain markets by forcing it to offer the more expensive, and thus less competitive, insured
product to its customers.

The Company has recognized this trend and has begun moving outside of its traditional warranty markets in an effort
to maintain the revenue streams. Unfortunately, such directional changes are very expensive and time consuming.

The motorcycle rental operations have been in the start up stage during the fiscal year ended October 31, 2005. This is
especially true of the Company owned operations in Tempe, Arizona and Las Vegas, Nevada where the heat of the
summer season has constrained the growth of those revenues to $442,000 for fiscal 2005, their initial year.

Operating Expenses

The Company’s operating expenses in fiscal 2005 totaled $12,664,000, up $5,719,000 from the $6,945,000 incurred in
fiscal 2004. These costs included among other items, a charge that recognized the market value of the issuance of
shares of the Class B Non-Convertible Preferred Stock (the “Class B preferred”) ($4,300,000), the Blue Sky Motorcycle
Rentals, Inc. closure of the Denver, Colorado operations and the write off of the goodwill associated with that closure
($1,316,000) and the increased costs of computer consultants hired to complete the motorcycle related projects
($210,000). These increases were offset, in part by the Company’s continuing effort to reduce cost wherever possible.

As reported within this document, the Company Chief Executive, in response to concerns expressed by a number of
shareholders, elected to exercise a portion of the conversion options that were included with his purchase of shares of
the Class A Convertible Preferred Stock (the “Class A preferred”) and to donate the remainder of those shares back to
the Company. He also purchased 2,000,000 shares of the Class B preferred that are non-convertible but carry preferred
voting rights. The Company recorded a charge equal to the current market value of that transaction and has included
the cost within the Professional Fees category in this report.

The Company has experienced difficulties integrating the Denver, Colorado store operations into the corporate entity

and has decided to close that location because it has experienced operating losses and the former owner has refused to

transfer ownership of all of BSMR’s assets to the Company (see Item 3 - Legal Proceedings). The Company is seeking
a qualified licensee to assume responsibility for the operation of a Denver, Colorado location. The current location

will remain closed until such time as a suitable licensee can be brought into that area. The Company has elected to

write off and/or relocate the Denver, Colorado assets in recognition of this decision. The Company also entered into a

Recission Agreement with the owners of First Eagle Group, LLC that called for the return of shares issued as a part of

the purchase in return for certain concessions for services during the acquisition period. These costs are included in

the current period operating expenses.

The decline in the numbers of policies sold in fiscal 2005 has resulted in a decline in several cost categories as the
Company has adjusted its staffing and its consumption to meet these decreased levels. However, advertising costs
have increased approximately $85,000 as the Company incurred costs in communicating the changes in the business

with its shareholders and motorcycle rental related costs have increased accordingly.

Other Income (Expense)
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Interest expense decreased to $30,000, down $16,000 from the $46,000 experienced in 2004 as the Company no
longer has its line of credit available. Other miscellaneous income (expense) decreased $75,000 as certain contractual
override payments were no longer available to it and other minor charges were recognized.
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Comparison of Fiscal Year 2004 and Fiscal Year 2003
Net Revenues

Net revenues for the year ended October 31, 2004 totaled $5,744,000, an increase of $116,000 from the year ended
October 31, 2003 net revenues of $5,628,000. The slight increase in net revenues is the result of the Company's efforts
to maintain its market share through increased emphasis on internet sales and through continued service to its
customers. The Company is facing continued difficulties in maintaining its market share and is seeking further
expansion into the motorcycle market through its subsidiary, National Motorcycle Dealers Association, LLC to
provide future growth opportunities.

Operating Expenses

Operating expenses increased $30,000 to $6,945,000 in the year ended October 31, 2004 compared to the similar
period ended October 31, 2003. Excluding VSC direct acquisition costs, operating expenses increased $203,000. The
decrease in Direct Acquisition costs is primarily the result of the loss of a single customer who provided significant
business at very low margins. The increase in all other operating cost occurred primarily in salaries and employee
benefits and professional fees as the Company worked to develop the various programs and materials that are included
within the mantel of the National Motorcycle Dealers Association, LLC. In addition, compensation expense was also
incurred in 2004 from the issuance and exercise of stock options under the terms of the M.B.A. Holdings, Inc.
Employee Stock Incentive Plan for the Year 2004 and the M.B.A. Holdings, Inc. Employee Stock Incentive Plan for
the Year 2004-B.

Licenses and fees increased $40,000 in 2004 over the $21,000 expended in 2003 and Telephone expense decreased
$77,000 from the $147,000 expended in 2003, as the Company was able to settle two disputes arising over software
licensing and negotiated long distance billing rates. In both instances, the Company was able to achieve reasonable
settlement terms to resolve the disputes.

Other Income (Expense)

Other income decreased $81,000 to $144, primarily as a result of the Company incurring interest expense on the line
of credit borrowings and because the Company is no longer eligible to receive further contractual overrides from one
of the insurance companies.

Income Taxes

Provisions for income taxes in the period ended October 31, 2004 reflect the fact that the Company is no longer able
to carry back current year losses to recover federal income taxes paid in previous years. The period ended October 31,
2002 included provisions for such loss carry back. The Company received $431,000 during 2003 from the carry back
of those prior year losses. The differences in the effective tax rates in fiscal 2004 compared to fiscal 2003 and 2002 is
the result of changes in the deferrals, an increase in the valuation allowance to 100% and the receipt of the federal
income tax loss carry back refund.

14
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Significant Events

The Company has been a significant force in forming the National Motorcycle Dealers Association, LLC (NMDA)

and provides management and administration of the Association. NMDA will provide products and services for the

Association members including Extended Motorcycle Warranties for New and Used Motorcycles, ATV’s and Trailers,
New Motorcycle Manufacture’s Factory Warranties, Motorcycle leasing and financing, Gap Coverage, Credit
Life/Accident Health Insurance, Family Hospitalization Insurance for Dealerships and their Families, Rental

Insurance for Dealer Motorcycle Rental Programs and Software, Garage keepers Insurance Program, Liability and

Collision Insurance for Motorcycle and Autos for the dealer and their customers, an Association Credit Card,

Dealership Credit Card Processing, 401(k) Retirement Programs, Roadside Assistance Programs, Tire and Wheel

Protection, Business Forms, Communication Services and a Prepaid Legal Program. Membership will be required to

participate in these programs and the Company will be compensated through management fees and product sales

commissions. The NMDA’s aggregation of many programs represents a rare opportunity for the Company and its
partners to achieve business synergies and a market edge not previously available to them.

In October 2004, NMDA entered into an agreement with Wildside Motorcycles, Inc. (Wildside) whereby NMDA
exchanged a 20% membership interest for a 20% stock ownership of Wildside’s common stock. The parties have
agreed to jointly market the software package that Wildside has developed for accounting for motorcycle rentals that
enables individual motorcycle dealers to establish, account for and invoice their rental operations. Subsequent
differences of opinion concerning operation and integration have caused the parties to rescind the agreement.

In December 2004, the Company acquired a 50% interest in Blue Sky Motorcycle Rentals, Inc. (Blue Sky) that
operates a motorcycle rental business in Colorado and has licensed its business model to similar operations in
Arizona, California, New Mexico, Nevada and Florida. In April 2005, the Company purchased the remaining 50%.
Its business plan envisions significant expansion into other vacation markets as well as motorcycle exchange programs
among the participants to maximize the usage of the rental motorcycles.

Pending Accounting Standards

In December 2004, the FASB published FASB Statement No. 123 (R), Share-Based Payment, (“FAS 123 (R)”) which
will provide investors and other users of financial statements with more complete and neutral financial information by
requiring that the compensation cost relating to share-based payment transactions be recognized in financial
statements. That cost will be measured based on the fair value of the equity or liability instruments issued. The
Company will apply FAS 123 (R) at November 1, 2005. Adoption is expected to have no effect.

In December 2004, the FASB issued Statement No. 153, Exchanges of Nonmonetary Assets, an amendment of APB
Opinion No. 29, Accounting for Nonmonetary Transactions (“FAS 153”). The amendments made by FAS 153 are based
on the principle that exchanges of nonmonetary assets should be measured based on the fair value of the assets
exchanged. The Company has adopted FAS 153 at October 31, 2004, with no material operating effect.

In January 2003, the FASB issued FIN No. 46, Consolidation of Variable Interest Entities (“FIN 46”) which is an
interpretation of Accounting Research Bulletin No. 51, Consolidated Financial Statements. FIN 46 requires a variable
interest entity (“VIE”) to be consolidated by a company that is considered to be the primary beneficiary of that VIE. In
December 2003, the FASB issued FIN No. 46 (revised December 2003), Consolidation of Variable Interest Entities
(“FIN 46-R”) to address certain FIN 46 implementation issues. The Company has determined that FIN 46 does not
require the consolidation of Cactus Family Investments, LLC, an entity owned by the majority shareholders of the
Company.

15

25



Edgar Filing: M B A HOLDINGS INC - Form 10-K

26



Edgar Filing: M B A HOLDINGS INC - Form 10-K

Table of Contents
Index to Financial Statements

In May 2005, the FASB issued FAS 154, Accounting Changes and Error Corrections—a replacement of APB Opinion
No. 20 and FASB Statement No. 3. This Statement requires retrospective application to prior periods’ financial
statements of changes in accounting principle, unless it is impracticable to determine either the period-specific effects
or the cumulative effect of the change. It shall be effective for accounting changes and corrections of errors made in
fiscal years beginning after December 15, 2005. The Company will adopt this Statement in fiscal year 2006.

Liquidity and Capital Resources
Comparison of October 31, 2005 and October 31, 2004

The Company continues to incur significant losses as costs are incurred relating to the start up of the motorcycle
operations and as continued efforts are expended to expand the warranty business. The Company has been relying on
a related party to advance funds and to continue the deferral of rent payments. There is no assurance that additional
advances will be made if additional working capital is required. The lack of continuing working capital infusions
could affect future operations. Accordingly, the accompanying financial statements have been prepared assuming the
Company will continue as a going concern. The Company has incurred a loss in November and December 2005 and
expects such losses to continue into the early months of 2006. The Company is pursuing the development of NMDA,
its motorcycle rental operations and of other warranty products in its ongoing efforts to stem the losses.

Working capital at October 31, 2005 consisted of current assets of $3,383,000 and current liabilities of $4,733,000, or
a current ratio of 0.71:1. At October 31, 2004, the current ratio was 0.85:1 with current assets of $4,277,000 and
current liabilities of $5,017,000.

As discussed elsewhere in this report, the Company has depended upon the proceeds from the exercise of stock
options, the use of its common stock to pay its consultants and others and upon contributions of capital and the
deferral of rents by its Chief Executive Officer and principal shareholder to provide funds to meet its obligations. That
need for funds will continue into 2006.

Net cash used in operating activities was $1,197,000 in fiscal 2005 compared to the $1,586,000 used in fiscal 2004.
The difference is primarily the result of differences in net deferred revenues and expenses. This occurred because the
policy sales subject to deferral in fiscal 2005 were significantly less than in fiscal 2004. As a result, the amount
reversing into income in fiscal 2005 became proportionately more significant. In addition, fiscal 2004 included a use
of funds of $406,000 from the change in net premiums payable to insurance companies.

$578,000 of cash was used in investing activities in fiscal 2005 primarily for the purchase of the new motorcycle
rental subsidiaries, while fiscal 2004 provided cash from the release of restricted cash of $273,000 and the proceeds
from sale of investments of $117,000.

Cash provided by financing activities in fiscal 2005 decreased $16,000 from the $1,552,000 provided in 2004. The
change was the result of less cash being provided by the exercise of stock options of $1,639,000 in 2005 versus
$1,719,000 in 2004. In addition, the Company received $148,000 on a note payable - officer. These were offset by
payments on notes and capital leases of $250,000 and $203,000 in 2005 and 2004, respectively.

Comparison of October 31, 2004 and October 31, 2003
The Company incurred significant losses during the 2004 fiscal year and has experienced additional losses in prior

years. A related party has advanced funds on demand notes and through the deferral of rent payments (See Note 4) in
order to overcome working capital deficiencies during the year. During 2004, the Company granted the related party,
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Cactus Family Investments, LLC, a security interest in all of its unencumbered assets. There is no assurance that
additional advances will be made if additional working capital is required. The lack of continuing working capital
infusions could affect future operations. Accordingly, the accompanying financial statements have been prepared
assuming the Company will continue as a going concern. The Company has incurred a loss in November and
December 2004 and expects such losses to continue into the early months of 2005. The Company is pursuing the
development of NMDA and of other warranty products in its ongoing efforts to stem the losses.
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Working capital at October 31, 2004 consisted of current assets of $4,277,000 and current liabilities of $5,017,000, or
a current ratio of 0.85: 1. At October 31, 2003, the current ratio was 0.75:1 with current assets of $4,825,000 and
current liabilities of $6,412,000.

As of October 31, 2004, the Company’s cash position increased to $783,000 from $448,000 at October 31, 2003. The
increase is the result of the Company's accumulation of cash derived from the exercise of stock options, as well as
cash retained because consultant costs were paid with common stock.

Deferred direct costs, including both the current and non-current portions, decreased $1,175,000 to $7,360,000 at
October 31, 2004 from $8,535,000 at October 31, 2003. Direct costs are costs that are directly related to the sale of
VSCs. These costs are deferred in the same manner as are VSC revenue. The decrease is the result of a continuation of
declining sales levels.

The Company collects funds throughout the year and remits a portion of the funds to the insurance companies. As of
October 31, 2004, the amount owed to the insurance companies decreased by $405,000 to $331,000 from $736,000 at
October 31, 2003. The change is due to the timing of payments remitted to and reimbursements received from the
insurance companies as well as the continuing decline in the numbers of contracts sold.

Deferred revenues, including both the current and non-current portions, decreased $1,379,000 to $8,501,000 at
October 31, 2004 from $9,880,000 at October 31, 2003. Deferred revenue consists of VSC gross sales and estimated
administrative service fees relating to the sales of MBI policies. The decrease is due to the continuing decline in sales
volume in 2004.

The Company was operating with a working capital line of credit from Merrill Lynch that expired November 30,

2003. The Company has repaid this indebtedness in February 2004. The Company also received advances from

related parties that are secured by a pledge of the unencumbered assets of the Company. As of October 31, 2004, the

related party indebtedness decreased $100,000 to $416,000 from $516,000 at October 31, 2003. The Company’s ability
to fund its operations over the short-term is not hindered by lack of short-term funding as the Chief Executive Officer

and principal shareholder has provided additional funds as needed. The Company uses premiums received to pay

agent commissions, to fund operations and to supplement claims payment advances provided by insurance companies

to administer and pay claims. The Company believes its future operations may require advances from its principal

shareholder, as well as other sources of working capital. There is no assurance that such advances will be made.

Contractual Obligations

Table of Contractual Obligations

Payments Due By Period
More
Less than 1-3 3-5 than
Contractual obligations Total 1 year years years 5 years
Lease Obligations - 2005 $ 101,757  $ 59,581 $ 42,176  $ - 3 -
2004 $ 11,213 $ 8,203 $ 3,010 $ - 3 -
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This Annual Report on Form 10-K contains certain forward-looking statements and information which we believe are
within the meaning of Section 27A of the Securities Act of 1933, as amended, and Section 21E of the Securities
Exchange Act of 1934, as amended. The forward looking statements contained herein can be identified by the use of
forward-looking terminology such as “believes,” “expects,” “may,” “will,” “should,” or “anticipates,” or the negative there
other variations thereon or comparable terminology, or by discussions of strategy that involve risks and uncertainties.
The Company wishes to caution the reader that these forward-looking statements that are not historical facts, are only
predictions. No assurances can be given that the future results indicated, whether expressed or implied, will be
achieved. While sometimes presented with numerical specificity, these projections and other forward-looking
statements are based upon a variety of assumptions relating to the business of the Company, which, although
considered reasonable by the Company, may not be realized. Because of the number and range of assumptions
underlying the Company’s projections and forward-looking statements, many of which are subject to significant
uncertainties and contingencies that are beyond the reasonable control of the Company, some of the assumptions
inevitably will not materialize, and unanticipated events and circumstances may occur subsequent to the date of this
report. Examples of uncertainties that could cause such differences include, but are not limited to, the ability of the
Company to attract and retain key personnel, the ability of the Company to secure additional capital to finance its
business plan, and competition from other companies in the same industry. These forward-looking statements are
based on current expectations and the Company assumes no obligation to update this information. Therefore, the
actual experience of the Company and the results achieved during the period covered by any particular projections or
forward-looking statements may differ substantially from those projected. Consequently, the inclusion of projections
and other forward-looking statements should not be regarded as a representation by the Company or any other person
that these estimates and projections will be realized, and actual results may vary materially. There can be no assurance
that any of these expectations will be realized or that any of the forward-looking statements contained herein will
prove to be accurate.

EEINT3

Item 7A. Qualitative Information about Market Risk

Since the Company does not underwrite its own policies, a change in the current rate of inflation is not expected to
have a material effect on the Company. The precise effect of inflation on operations however cannot be determined.

The Company does not have any long-term receivables. Its notes payable consist predominately of either notes issued
for the purchase of motorcycles at fixed rates or notes issued in connection with the acquisition of the subsidiaries that
bear no interest. For these reasons, the Company has very little credit rate risk. The only debt instrument that carries a
variable rate is the floor plan line of credit with First National Bank - Arapahoe Branch. The principal balance of that
debt is $137,047. The interest rate of that debt is currently 14%. A change of 1% in the interest rate would change the
annual interest expense by $1,370. Therefore, it too is not subject to significant interest rate risk.

The Company has a net loss of $7,855,486 for the twelve months ended October 31, 2005. This net loss is due to the

Company recognizing the market value of its newly issued Class B Preferred stock as a current period expense,

recognizing the cost of the write down of Blue Sky Motorcycle Rentals, Inc.’s Denver, Colorado operations and having
a substantial decline in market share from increased competition. The future effect of this increased competition may

have an adverse effect on future earnings.
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

Board of Directors and Stockholders
M.B.A. Holdings, Inc.
Scottsdale, Arizona

We have audited the accompanying consolidated balance sheets of M.B.A. Holdings, Inc. and subsidiaries (the
“Company”) as of October 31, 2005 and 2004 and the related consolidated statements of operations and comprehensive
loss, stockholders’ deficit, and cash flows for the years ended October 31, 2005, 2004 and 2003. These financial
statements are the responsibility of the Company’s management. Our responsibility is to express an opinion on these
financial statements based on our audits.

We conducted our audits in accordance with the standards of the Public Company Accounting Oversight Board
(United States). Those standards require that we plan and perform the audit to obtain reasonable assurance about
whether the financial statements are free of material misstatement. The Company is not required to have, nor were we
engaged to perform, an audit of internal control over financial reporting. Our audits consider internal control over
financial reporting as a basis for designing audit procedures that are appropriate in the circumstances, but not for the
purpose of expressing an opinion on the effectiveness of the Company’s internal control over financial reporting.
Accordingly, we express no such opinion. An audit also includes examining, on a test basis, evidence supporting the
amounts and disclosures in the financial statements. An audit also includes assessing the accounting principles used
and significant estimates made by management, as well as evaluating the overall financial statement presentation. We
believe that our audits provide a reasonable basis for our opinion.

In our opinion, the consolidated financial statements referred to above present fairly, in all material respects, the
financial position of the Company as of October 31, 2005,and 2004 and the results of its operations and
comprehensive loss and its cash flows for the years ended October 31, 2005, 2004 and 2003 in conformity with
accounting principles generally accepted in the United States of America.

The accompanying consolidated financial statements have been prepared assuming that the Company will continue as
a going concern. As discussed in Note 2 to the consolidated financial statements, the Company has incurred
significant losses from operations, anticipates additional losses in the next year and has insufficient working capital as
of October 31, 2005 to fund such losses. These conditions raise substantial doubt as to the ability of the Company to
continue as a going concern. These consolidated financial statements do not include any adjustments that might result
from such uncertainty.

/s/ Semple & Cooper, LLP

Phoenix, Arizona
January 20, 2006
20
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M.B.A. HOLDINGS, INC. AND SUBSIDIARIES

CONSOLIDATED BALANCE SHEETS
OCTOBER 31, 2005 AND 2004

ASSETS

CURRENT ASSETS:

Cash and cash equivalents

Restricted cash

Accounts receivable

Prepaid expenses and other current assets
Deferred direct costs

Total current assets

PROPERTY AND EQUIPMENT:
Computer equipment

Office equipment and furniture
Vehicles and shop equipment
Leasehold improvements

Total property and equipment

Accumulated depreciation and amortization
Property and equipment - net

Deferred direct costs
TOTAL ASSETS

See notes to consolidated financial statements.
21

2005

545,184
25,653
284,502
31,481
2,496,606
3,383,426

332,523
208,523
410,318
80,182
1,031,546

(498,274)
533,272

2,925,256

6,841,954

2004

782,848
18,578
377,739
1,706
3,096,094
4,276,965

330,605
140,259
15,000
80,182
566,046

(456,650)
109,396

4,263,901

8,650,262
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M.B.A. HOLDINGS, INC. AND SUBSIDIARIES

CONSOLIDATED BALANCE SHEETS
OCTOBER 31, 2005 AND 2004

LIABILITIES AND STOCKHOLDERS’
DEFICIT

CURRENT LIABILITIES:

Net premiums payable to insurance companies
Notes payable - short term

Notes payable-officer

Accounts payable and accrued expenses
Accounts payable - officer

Capital lease obligations

Deferred revenues

Total current liabilities

Capital lease obligation - net of current portion
Notes payable less current portion

Deferred income taxes

Deferred revenues - net of current portion
Total liabilities

COMMITMENTS AND CONTINGENCIES
Minority interest in consolidated subsidiary

STOCKHOLDERS’ DEFICIT:

Preferred stock, no par value; $.0001 stated value
100,000,000 shares authorized in 2005 and 2004 ;
2,000,000 Class B non-convertible preferred issued
and outstanding in 2005, 2,000,000 Class A
convertible preferred issued and outstanding in 2004
Common stock, no par value, $.0001 stated value,
350,000,000 shares authorized (post split) in 2005
and 800,000,000 authorized (post split) in 2004,
209,871,980 shares issued (post split) in 2005 and
121,268,264 shares issued (post split) in 2004 ,
209,555,980 shares (post split) in 2005 and
120,952,264 shares (post split) outstanding in 2004
Additional paid-in-capital

Accumulated deficit

Less: 316,000 (post split) shares of common stock in
treasury, at cost
Total Stockholders’ Deficit

2005

349,000
458,695
147,500
721,884
175,006
9,828
2,871,093
4,733,006

14,067
477,624
12,802
3,356,602
8,594,101

200

20,987
9,805,836
(11,523,670)

(55,500)
(1,752,147)

6,841,954

$

2004

330,651

656,927
416,566
7,059
3,606,028
5,017,231

3,116
12,802

4,895,266
9,928,415

200

12,126
2,433,205
(3,668,184)

(55,500)
(1,278,153)

8,650,262
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See notes to consolidated financial statements.
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M.B.A. HOLDINGS, INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF OPERATIONS AND COMPREHENSIVE LOSS

YEARS ENDED OCTOBER 31, 2005, 2004 AND 2003

NET REVENUES:

Vehicle service contract gross income
Net mechanical breakdown insurance
income

Brokerage and administrative service
income

Motorcycle rental and related revenues
Licensing and association fees

Total net revenues

OPERATING EXPENSES:

Direct acquisition costs of vehicle service

contracts

Motorcycle rental and insurance
premium expense

Salaries and employee benefits
Mailings and postage

Related party rent expense
Lease expense

Professional fees

Telephone

Depreciation and amortization
Merchant and bank charges
Insurance

Supplies

License and fees

Other operating expenses
Impairment of goodwill and other assets
Total operating expenses
OPERATING LOSS

OTHER INCOME (EXPENSE):
Finance fee income

Interest income

Interest expense

Other income (expense)
Realized gains on investments
Other income (expense) - net

See notes to consolidated financial
statements.

2005

3,825,867
334,036

238,469
441,598
46,572
4,886,542

3,717,995

210,060
1,169,003
40,221
264,156
74,125
5,324,159
19,645
99,302
34,367
40,636
16,700
9,290
328,449
1,315,731
12,663,839
(7,777,297)

4,164

397
(29,936)
(52,814)

(78,189)

$

2004

5,384,993
55,827

302,727

5,743,547

4,856,281

1,259,624
14,683
291,755
9,574
171,099
69,946
29,989
12,891
14,947
9,143
60,941
144,164
6,945,037
(1,201,490)

15,519
4,962

(46,128)
22,427
3,364
144

2003

5,328,915
1,931

297,562

5,628,408

5,029,185

1,036,242
17,932
311,912
13,842
132,232
147,346
59,996
6,475
21,587
11,990
21,493
104,578
6,914,810
(1,286,402)

21,476
7,414
(13,924)
63,906
2914
81,786

(Continued)
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M.B.A. HOLDINGS, INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF OPERATIONS AND COMPREHENSIVE LOSS
YEARS ENDED OCTOBER 31, 2005, 2004 AND 2003 (Continued)

2005 2004 2003
LOSS BEFORE INCOME TAXES (7,855,486) (1,201,346) (1,204,616)
INCOME TAXES (Note 6) - 8,109 580,844
NET LOSS $ (7,855,486) $ (1,209,455) $ (1,785,460)
BASIC NET LOSS PER SHARE $ (0.04) $ (0.02) $ (0.08)
DILUTED NET LOSS PER SHARE $ (0.04) $ (0.02) $ (0.08)
WEIGHTED AVERAGE NUMBER OF
COMMON SHARES OUTSTANDING —
BASIC 192,660,233 69,951,024 21,851,924
WEIGHTED AVERAGE NUMBER OF
COMMON AND DILUTIVE SHARES
OUTSTANDING 192,660,233 69,951,024 21,851,924
Net loss $ (7,855,486) $ (1,209,455) $ (1,785,460)
Other comprehensive income net of tax:
Net unrealized gain (loss) on
available-for-sale securities — — 5,537
Comprehensive loss $ (7,855,486) $ (1,209,455) $ (1,779,923)

See notes to consolidated financial
statements.
24

38



Edgar Filing: M B A HOLDINGS INC - Form 10-K

Table of Contents
Index to Financial Statements

M.B.A. HOLDINGS, INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF STOCKHOLDERS’ DEFICIT
YEARS ENDED OCTOBER 31, 2005, 2004 AND 2003

Accumulated Total
Additional Other Retained Stockholders’
Preferred Stock Common Stock Paid-Gomprehensi¥arnings Treasury  (Deficit)

Shares Amount Shares Amount Capital Income (Deficit) Stock Equity

BALANCE,
NOVEMBER 1,
2003 (Post Split) $ — 22,643,264 $ 2,264 $ 280,801 $ 119 $ (2,458,729)$ (55,500)$ (2,231,045)

Realization of

gain on

available-for-sale

securities (119) (119)

Issuance of
common shares
and exercise of

stock options 98,625,000 9,862 1,952,604 1,962,466
Issuance of

preferred shares 2,000,000 200 199,800 200,000
Net loss = = = = = —  (1,209,455) — (1,209,455)
BALANCE

OCTOBER 31,

2004 2,000,000 200 121,268,264 12,126 2,433,205 — (3,668,184) (55,500) (1,278,153)

Issuance of

common stock

and exercise of

stock options 42,603,716 4,261 2,777,231 2,781,492

Conversion of
preferred to

common shares (460,000) (46) 46,000,000 4,600 4,595,400 4,599,954
Retirement of

Class A preferred

shares (1,540,000) (154) (154)

Issuance of
preferred shares 2,000,000 200 200
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Net loss (7,855,486) (7,855,486)
BALANCE

OCTOBER 31,

2005 2,000,000 $ 200 209,871,980 $20,987 $9,805,836 $ -$(11,523,670)$ (55,500)$ (1,752,147)

See notes to consolidated financial statements.
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M.B.A. HOLDINGS, INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CASH FLOWS
YEARS ENDED OCTOBER 31, 2005, 2004 AND 2003

INCREASE (DECREASE) IN CASH
AND CASH EQUIVALENTS:

CASH FLOWS FROM OPERATING
ACTIVITIES:

Net loss

Adjustments to reconcile net loss to net
cash used in operating activities:
Depreciation and amortization

Related party rent expense accrued but not
paid

Deferred income taxes

Impairment of goodwill and other assets
Operating assets acquired in acquisitions
Gain on sale of fixed assets

Class B preferred stock issued for services
Class B preferred stock issued for accrued
liabilities

Issuance of stock and options to
employees and consultants

Changes in assets and liabilities:
Accounts receivable

Prepaid expenses and other current assets
Deferred direct costs

Income tax receivable

Net premiums payable to insurance
companies

Accounts payable and accrued expenses
Accounts payable - officer

Other liabilities

Deferred rent

Deferred revenues

Net cash used in operating activities
CASH FLOWS FROM INVESTING
ACTIVITIES:

Restricted cash

Purchase of property and equipment
Purchase of subsidiaries

Purchase of investments

Proceeds from sales and maturities of
investments

Net cash (used in) provided by investing
activities

2005

(7,855,486)

99,302

1,315,731

65,702
(46,848)

4,282,618

317,382
1,055,372

93,237
(29,775)
1,938,132

18,349
64,927
(241,560)

(2,273,599)
(1,196,516)

(7,075)
(5,466)
(565,000)

(577,541)

October 31,

2004

(1,209,455)

29,989

243,601

(145,555)
3,542
1,174,947

(405,791)
61,599
36,764

(4,809)
(1,379,053)
(1,586,085)

272,859
(21,477)

117,084

368,466

$

2003

(1,785,460)

59,996

311,912
572,112

(49,884)
5,181

270,882

436,778

(56,947)
100,620

(49,572)
(26,255)

(242,638)
(453,275)

(6,471)
(3,833)
(2,612)
49,988

37,072
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CASH FLOWS FROM FINANCING
ACTIVITIES:

Drawings on line of credit

Proceeds from exercise of stock options
Repayments of line of credit

Proceeds of note payable - officer
Repayment of notes payable

Payments on capital lease obligations
Net cash provided by financing activities

See notes to consolidated financial
statements.
26

1,639,418

147,500
(243,466)
(7,059)

1,536,393

1,719,067
(196,897)
36,065

(6,008)
1,552,227

196,897

67,466

(11,440)
252,923

(Continued)
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M.B.A. HOLDINGS, INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CASH FLOWS
YEARS ENDED OCTOBER 31, 2005, 2004 AND 2003 (Continued)

October 31,

2005 2004
NET DECREASE IN CASH AND CASH
EQUIVALENTS (237,664) 334,608
CASH AND CASH EQUIVALENTS,
BEGINNING OF YEAR 782,848 448,240
CASH AND CASH EQUIVALENTS, END
OF YEAR $ 545,184 $ 782,848

SUPPLEMENTAL DISCLOSURES OF
CASH FLOW INFORMATION:

$

2003

(163,280)
611,520

448,240
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