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PART |
ITEM 1. BUSINESS OF THE COMPANY
GENERAL

PMC Commercial Trust (the "Company") is a commaéieiader which lends principally to small busineseners in the lodging industry. The
Company also targets commercial real estate, sematail and manufacturing industries. The Compaay formed on June 4, 1993 and
commenced operations on December 28, 1993 as asta#é investment trust ("REIT") pursuant to tlegds Real Estate Investment Trust
Act. The Company was created primarily to originiatens which are secured by first liens on readteshind which meet the Company's
underwriting criteria. The Company generates incémm interest payments and other related fee ircomcollateralized business loans.
The Company intends to borrow money for investni@vgrage in an amount up to 200% of its common figages' equity. The Company's
investments are managed pursuant to an investmamigement agreeement with PMC Advisers, Inc. ("PMisers" or the "Investment
Manager"), a wholly-owned subsidiary of PMC Capitat. ("PMC Capital"), an investment company thas elected to be a business
development company under the Investment Compahpft940 and is an affiliate of the Company. Th@1pany's common stock is
currently traded on the American Stock Exchangeeutite symbol "PCC".

PMC Capital primarily engages in the business wfioating loans to small businesses under loanaguae and funding programs sponsored
by the Small Business Administration (the"SBA"). ENCapital was incorporated in 1979 and completedhitial public offering in 1983.
PMC Capital's common stock is currently tradedr@mAmerican Stock Exchange under the symbol "PMC".

OPERATIONS

The Company primarily originates loans to smallibesses that (i) exceed the net worth, asset, iscanmber of employees or other
limitations applicable to the SBA programs utilizeg PMC Capital or (ii) are in excess of $1.1 moilliwithout regard to SBA eligibility
requirements. Such loans ("Primary Investments)paimarily collateralized by first liens on reatate, personal guarantees by the principals
of the entities obligated on the loans, and argestibo the Company's underwriting criteria.

Prospective borrowers are evaluated based uporheriiey (i) provide first lien real estate mortga@n loans which generally do not
exceed 70% of the lesser of appraised value or @girovide proven management capabilities) (iiieet certain criteria with respect to
historical or projected debt coverage and (iv) hanmecipals with satisfactory credit histories whimvide personal guarantees, as applicable.

Pursuant to management's investment policiesaat 6% of the Company's assets will be utilizefiital the Primary Investments. Through
December 31, 1995, 99% of assets have been useddd@rimary Investments. In addition, the Comparay utilize a maximum of 25% of
its assets to (i) purchase from the Federal Dejasitrance Corporation and other sellers (colletyivthe "Agencies"), loans on which
payments are current at the time of the Compamytswitment to purchase such loans and which meaZéimepany's underwriting criteria,
(i) invest in other commercial loans collateratizgy real estate and (iii) invest in real estatdléctively, the "Other Investments") provided
that such Other Investments do not affect thetgtifi the Company to
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maintain its qualification as a REIT under the intd Revenue Code of 1986, as amended (the "Cadafagement of the Company has
broad discretion in evaluating and pursuing investhopportunities.

LOAN ORIGINATIONS AND UNDERWRITING

To date, a significant portion (96%) of the Primlnyestments have been to small business ownéhgilodging industry. In addition, the
Company may lend to small business owners in thewercial office building, food service, retail am@nufacturing industries. Many of the
Company's current borrowers are franchisees obmaltifranchises. The franchisor provides traingitg selection and credit reviews of the
franchisee. The Company also conducts its own iedégnt credit analysis prior to originating a loBlhe Company operates from the
existing offices of the Investment Manager in TeXésrida and Georgia and management anticipatgstie Company will conduct
operations from any future office of the Investmilanager. The Investment Manager receives loamredéefrom PMC Capital and solicits
loan applications on behalf of the Company fronrtmers through personal contacts, attendanceds shaows, meetings and correspond
with local chambers of commerce, direct mailingleatisements in trade publications and other margenethods. The Company is not
responsible for any compensation to PMC Capitatéferrals. In addition, the Company has generatsignificant percentage of loans
through referrals from lawyers, accountants, retdte brokers, loan brokers and existing borrowarsome instances the Company may
make payments to non-affiliated individuals whoistss generating loan applications, with such pawts generally not exceeding 1% of the
principal amount of the loan. Through Decemberl®B5, the Company has not made or committed tcsaoly payment.

The Investment Manager, PMC Capital and the Compang entered into a loan origination agreemerigded to avoid conflicts of interest
regarding the loan origination function. The agreatrrequires that loans which meet the Companylsmwriting criteria be funded by the
Company, provided that funds are available. PMCit@hyill fund: (i) loans in an original principamount not exceeding $1.1 million which
qualify for the SBA Section 7(a) or small busingssgestment company ("SBIC") loan programs utilibgdts subsidiaries. Generally, the
Company originates loans to borrowers who exceedoomore of the limitations applicable to the SBéction 7(a) and SBIC loan programs
utilized by PMC Capital's subsidiaries. The Compuaiynot originate loans in principal amounts lekan $1.1 million which qualify for

SBA Section 7(a) or SBIC loan programs unless PN@it@l is unable to originate such loans becausesoifficient available funds.

All prospective Primary Investments are considdngthe Investment Manager for investment by the Gamy. In the event that the Comp:
does not have funds available, origination oppatiespresented to the Company may be originateMZ Capital or its subsidiaries.

Upon receipt of a completed loan application, tineebtment Manager's credit department (which @ e credit department for PMC
Capital) conducts an analysis of the loan which inajude either a third-party appraisal or valuatiry the Investment Manager of the
property collateralizing the loan to assure conmaéawith loan-to-value ratios, a site inspectionagally by a member of senior management
of the Investment Manager, a review of the borrésMeusiness experience and credit history, andhalysis of debt service coverage and
debt-to-equity ratios.



The Investment Manager's loan committee ( alsdade committee of PMC Capital), which is comprisdanembers of the Company's se!
management, makes a determination with respe@dbo lean application. The Investment Manager's tmanmittee generally meets on a
daily basis and either approves the loan applina®submitted, approves the loan application stibjeadditional conditions or rejects the
loan application. After a loan is approved, theddrdepartment will prepare and submit to the baeapa good faith estimate and cost sheet
detailing the anticipated costs of the financinge Elosing department reviews the loan file anégasshe loan to the Company's counsel, the
fees of whom are paid by the borrower. Prior to fumgling of a loan, the closing department is pdedi with the loan documentation from
closing attorney which is reviewed prior to autkorg disbursement.

After a loan is closed, the Investment Managergicag department (also the servicing departmémMC Capital) is responsible on an
ongoing basis for: (i) obtaining all financial imfoation required by the loan documents, (ii) venifythat adequate insurance remains in
effect, (iii) refiling Uniform Commercial Code fimging statements evidencing the loan, if requi(®g,collecting and applying loan
payments and (v) monitoring the collection acteston delinquent accounts.

LOAN PORTFOLIO CHARACTERISTICS

At December 31, 1995, the Company had 63 loangandihg with an aggregate principal amount outstan¢excluding discount) of
$60,233,000. The Company's loan portfolio has ¢tlewing characteristics:

a. All loans are performing in accordance withtdmens of their loan agreements. At December 315188ne of the loans was 30 days or
more delinquent.

b. Borrowers are principally in the lodging indyst®6% as of December 31, 1995). The remaindeonspeised of two loans in the
commercial office rental market.

c. The Company has not loaned more than 10% afk#sts to any single borrower.
d. The principal amount of loans to a borrower eafrgm $300,000 to $2.5 million.

e. All loans are secured by first liens on busimess property. Other additional properties of aerborrowers or guarantors have been us
additional collateral in some instances.

f. All loans originated are guaranteed by the ppals of the borrower.

g. The loan amounts are generally equal to ortlems 70% of the fair value or cost of the primagglrestate collateral. When necessary, c
enhancements, such as additionally collateralicd frarty guarantees are obtained to assure a nuaxiof 70% loan to value ratio.

h. All originated loans provide for interest payrteeat fixed rates.



i. All originated loans have original maturitiesiging from 5 to 20 years which may be extendedneybbrrower until such date as the loan is
fully amortized if the original maturity date ofatoan is prior to the stated maturity.

j. Originated loans provide for scheduled amortora{ranging from 5 to 20 years), have balloon pagtrrequirements and entitle borrow
to prepay all or part of the principal amount, gabjto a prepayment penalty.

LENDING ACTIVITIES

During the years ended December 31, 1995 and 1#9&@aompany originated loans to 30 and 38 corparatipartnerships or individuals for
approximately $31.7 and $33.6 million and colleatechmitment fees of approximately $546,000 and #iilBon, respectively.

The Company purchased loans with a face value 021005 for $1,325,113 from the Agencies duriregytbar ended December 31, 1994.
The discount on these loans is netted against lesesvable and is being amortized over the remgitife of the loans. During the years
ended December 31, 1995 and 1994, approximatel8aend $22,000 of the discount was recognizedtasest income, respectively. No
loans were purchased during the year ended Dece3ibhé095.

Approximately 32% and 12% of the Company's loarifplio as of December 31, 1995 consisted of loarsarrowers in Texas and
Maryland, respectively. No other state had a comagan of 10% or greater. At December 31, 1994rapimately 38%, 11%, and 10% of
Company's loan portfolio consisted of loans to tmers in Texas, Maryland and Pennsylvania, resgegtiThe Company's loan portfolio
was approximately 96% and 92% concentrated indtigihg industry at December 31, 1995 and 1994 eciely.

When originating a loan, the Company charges a dtrment fee. In accordance with Statement of Fira@n&ccounting Standards No. 91,
this non-refundable fee less direct costs assatiatin the origination, is deferred and includedaasduction of the carrying value of loans
receivable. These net deferred commitment feebeaing recognized as an adjustment of yield ovelifhef the related loan. The Company
had $974,971 and $664,962 in net unamortized defemmmmitment fees at December 31, 1995 and 189gectively.

DELINQUENCY AND COLLECTIONS

To date, the Company has had one loan delinquetdriger than 30 days. Such loan was current &eoémber 31, 1995. If a borrower fails
to make a required monthly payment, the borrowdirgenerally be notified by mail after 10 daysth& borrower has not made full payment
within 15 days, a late fee will generally be aseds# the borrower has not responded or madepayment within 20 days after the loan
becomes delinquent, a second notification lettéirhei sent. Following such notification, a collextiofficer will initiate telephone contact. If
the borrower has not responded or made full paymvithin 30 days after the loan becomes delinquettjrd notification letter will be sent
and follow-up telephone contact will be made bydbkection officer. In the event a borrower becam& days delinquent, a demand letter
will be sent to the borrower requiring that therldee brought current within 10 days. After the expon of such 10 day period, the Company
may proceed with legal action. The Company



generally follows a practice of discontinuing tteerial of interest income on loans which are ieans as to interest payments for a period in
excess of 60 days. The Company will deliver a defaatice and begin foreclosure and liquidationgeredings when it determines that pur

of these remedies is the most appropriate couraetan. The Company continually monitors loansgfossible exposure to loss. In its
analysis, the Company reviews various factorsyitialg the value of the collateral securing the laad the borrower's payment history.
Based upon this analysis, a loan loss reserveb@iistablished on a case by case basis. Througinibec 31, 1995, no loan loss reserve has
been established.

SBA SECTION 504 PROGRAM

The Company participates as a private lender irSB& Section 504 program (the "Program"). Partitiggain the Program offers an
opportunity to enhance the collateral status ofi$od he Program provides assistance to small lesierprises in obtaining subordinate
long-term financing by guaranteeing debentureslavia through certified development companies ("GDdor the purpose of acquiring
land, buildings, machinery and equipment and fodemnizing, renovating or restoring existing fa@t and sites. A typical finance structure
for a Program project would include a first mortgagvering 50% of the project cost from a privateder such as the Company, a second
mortgage obtained through the Program coveringp % of the project cost and a contribution deast 10% of the project cost by the
principals of the small business enterprise begsisted. The Company generally requires at le&ét dfthe equity in a project to be
contributed by the principals of the borrower. Tingt mortgage is not guaranteed by the SBA. Altditothe total size of projects utilizing the
Program guarantees are unlimited, the maximum atrafsubordinated debt in any individual projechggally is $750,000 (or $1 million fi
certain projects). Typical project costs rangeize srom $500,000 to $2.5 million. A business digifor financing pursuant to the Program
must: (i) be a for-profit corporation, partnersbipproprietorship, (ii) not exceed $6 million intrveorth and

(iii) not exceed $2 million in average net inconaéigr Federal income taxes) for the previous twargeFinancing pursuant to the Program
cannot be used for working capital or inventorypsmlidating or repaying debt or financing a plaot lecated in the U.S. or its possessions.
As of December 31, 1995, the Company had $1,73%888anding which is anticipated to be paid ofjjggmanent subordinated financing
provided by the Program.

OTHER INVESTMENTS

The Company has purchased from the Agencies tweslsacured by first liens on real estate at a digtcd he Investment Manager has
selected and evaluated such loans using substariialsame underwriting criteria applicable togavated loans. When purchasing loans 1
the Agencies, underwriting information receivedthg Investment Manager, such as loan applicatforecial statements, property
appraisals and other loan documentation that waslaleed by the original lending institution mayd&dated. In such cases, the Investment
Manager will seek to supplement this informatiothvadditional data such as credit reports on bogrepwgeographical analysis, industry
demographics, economic data and in selected cas®ent property appraisals or site visits. Prafohs by sellers against contacting
borrowers might limit the Investment Manager'siaptb obtain accurate current information aboutrbwers and the Investment Manager
may have to rely on the original underwriting infation with limited ability to verify the informain. These loans are currently performing
according to their terms.



While the Company has not done so to date, it sy faance real estate investors. Such loans wioaldollateralized by a lien on the real
estate acquired or other real estate owned bydhewer or its principals. The personal guarantgieé or more of the principals will typica
be obtained. The loans will generally carry a fixatk of interest and have maturities of five toy2@rs from the date of issuance. In some
instances, there may be earlier maturity datest@sdon which the interest rate may be modifiedst\twans will provide for scheduled
monthly amortization and have a balloon paymentiregnent. In addition, the Company may also puretraal estate to hold in the
Company's investment portfolio.

BORROWER ADVANCES

The Company finances a number of projects duriegctinstruction phase. At December 31, 1995, thepgaosnwas in the process of
monitoring construction projects with approximat®5.9 million in total commitments, of which $3&llion has been funded. As part of 1
monitoring process, the Company receives funds tsomowers and releases the funds upon presenit@ppropriate supporting
documentation thus verifing that the borrower'shaaguity is utilized for its intended purpose. A¢d@mber 31, 1995, of the funds received
from borrowers, $579,000 is to be disbursed on lhefidorrowers and is included as a liability lietaccompanying balance sheets. The
Company will use cash, cash equivalents or avdihahinder its revolving credit facility to fund ése obligations.

LOAN COMMITMENTS

The Company had approximately $7.1 million of lemmmitments outstanding to six small business awrscat December 31, 1995. The
weighted average interest rate on these loan camenis at December 31, 1995 was 10.95%. In addifienCompany had approximately
$6.5 million of loan commitments outstanding onpE2tially funded construction loans and $1.9 millmf loan commitments outstanding on
three SBA Section 504 program loans. To the exttenCompany has available funds, an additionalSdfllion in commitments made by
the Investment Manager were designated for the @osnpt December 31, 1995, with a weighted avensigedst rate of 10.74%. It is
anticipated that these loans will be funded byGhenpany.

These commitments are made in the ordinary codrdeeaCompany's business and in management's opiaie generally on the same terms
as those to existing borrowers. See "ManagemeigtBsion and Analysis of Financial Condition aresilts of Operations--Liquidity and
Capital Resources".

TAX STATUS

The Company has elected to be treated as a REHefderal income tax purposes under Section 856¢beaCode. As a REIT, the Company
generally is not subject to Federal income taxl@iding any applicable alternative minimum tax) e extent it distributes at least 95% of its
REIT taxable income to shareholders. REITs areestithp a number of organizational and operatioeqlirements under the Code. The
Company may be subject to certain state and lagakston its income and property.
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INVESTMENT MANAGER

The investments of the Company are managed by PEMISArs. Pursuant to an investment managementragradoetween the Company
the Investment Manager (the "Investment Managergreaement"), the Company is obligated to pay toltivestment Manager, quarterly in
arrears, a base fee (the "Base Fee") consistiagjofrterly servicing fee of 0.125% of the Aver&aerterly Value of All Assets, represent
on an annual basis approximately 0.5% of the Averagnual Value of All Assets, and a quarterly adwsfee of 0.25% of the Average
Quarterly Value of All Invested Assets, represemtim an annual basis approximately 1% of the Averagnual Value of All Invested
Assets. In addition, for each calendar year duwhigch the Company's annual Return on Average Edtétyital after deduction of the Base
Fee (the "Actual Return") exceeds 6.69% (the "MimimReturn"), the Company will pay to the Investmigiainager, as incentive
compensation, an additional advisory fee (the "Aatfiree") equal to the product determined by muyltiyg) the Average Annual Value of All
Invested Assets by a percentage equal to the diféer between the Actual Return and the Minimum Retip to a maximum of 1% per
annum. The Annual Fee will be earned only to thembthat the annual Return on Average Common E@aipital after deduction of the
Base Fee and Annual Fee is at least equal to therdim Return. All such advisory fees will be reddite 50% with respect to the value of
Invested Assets that exceed common beneficiagestyeas a result of leverage or the issuance efiepred shares of beneficial interest.

Pursuant to the Investment Management Agreement;ttimpany incurred an aggregate of $1,189,000 428,800 in management fees for
the years ended December 31, 1995 and 1994, rasgecOf the total management fees paid or paysbtée Investment Manager as of
December 31, 1995 and 1994, $244,000 and $71,68pectively, has been offset against commitmeistdse direct cost of originating
loans. Pursuant to the Investment Management Agregradvisory fees of approximately $58,000 wer&vedhby the Investment Manager
through June 30, 1994.

COMPETITION

The Company believes its primary competitors ar&kbafinancial institutions and other lending comipa. Additionally, there are lending
programs which have been established by natioaathisors in the lodging industry. Many of thestties may have greater financial and
larger managerial resources than the Company. Dingp@ny believes that it competes with such entiieesed on: (i) the interest rates,
maturities and payment schedules offered to bonewi) the reputation, experience and marketingjta of officers of the Investment
Manager, (iii) the timely credit analysis and damsmaking processes followed by the Investment &dgm and (iv) the renewal options
available to borrowers.

INVESTMENT POLICIES

The Company's principal investment objective islitain current income from interest payments ahérotelated fee income on its Invested
Assets for distribution to shareholders. The Corgpganests in accordance with underwriting criteg@ablished by the Investment Manager
with the intention of creating a portfolio of inue®ents while preserving the capital base of the @amy and generating income for
distribution to the Company's shareholders. The @omg's investments are primarily intended to be kematurity. The Company's
investments and plan



of operation are restricted by tax provisions aggiile to REITs. These tax provisions include restns on the ability to sell investments for
a gain, therefore, the Company has a low turnoaterwith respect to its investments.

RECENT DEVELOPMENT

On March 12, 1996, a special purpose affiliatehefCompany, PMC Commercial Receivable Limited Rastnip, a Delaware limited
partnership formed on March 7, 1996 (the "Partriptyhcompleted a private placement of $29,500,60ifs Fixed Rate Loan Backed Notes,
Series 1996-1 (the "Notes"). The Company ownsgctyrer indirectly, all of the partnership intersstf the Partnership. The Notes, issued at
par, which mature in 2016 and bear interest atateof 6.72% per annum, are collateralized by @yprately $39.7 million of loans
contributed by the Company to the Partnershipoimection with this private placement, the Notesengven a rating of "AA" by Duff and
Phelps Credit Rating Co.. The loans were originategurchased by the Company in accordance witiCdrmapany's lending strategy and
underwriting criteria. The Partnership has the esizle obligation for the repayment of the Noteg| e holders of the Notes have no
recourse to the Company or its assets in the efeminpayment. The net proceeds from this issuahtiee Notes (approximately $27.1
million after giving effect to costs of $500,000daa $1.9 million deposit held by the trustee atatedal) were distributed to the Company in
accordance with its partnership interest in tharfeaship. The Company used such proceeds to pag datgtanding borrowings under the
Company's credit facility and intends to make adddl loans in accordance with its lending criteria

EMPLOYEES
The Company has no employees. All personnel regidinethe Company's operations are provided byrtiestment Manager.
ITEM 2. PROPERTIES

The Company's operations are conducted in theasfiid the Investment Manager in Texas, Florida@edrgia. Rental payments incurred
paid by the Investment Manager pursuant to thesimrent Management Agreement.

ITEM 3. LEGAL PROCEEDINGS

The Company is involved from time to time in rowtilitigation incidental to its business. The Comypédnes not believe that the current
proceedings will have a material adverse effedherresults of operations or financial conditiortted Company.

ITEM 4. SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS
No matters were submitted to a vote of shareholderisig the last quarter of the year ended Decer@bet 995
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PART Il
ITEM 5. MARKET FOR THE REGISTRANT'S COMMON EQUITY A ND RELATED SHAREHOLDER
MATTERS

During the years ended December 31, 1995 and 1884rice of the Company's shares of beneficiarest ("Shares") fluctuated between
$11.25 per share and $17.13 per share, as reportéee Nasdaq National Market (through Februad©B5) and the American Stock
Exchange ("AMEX") thereafter, under the symbol "PCC

1995 High Low
First Quarter $14.00 $11.75
Second Quarter $15.13 $12.25
Third Quarter $15.13 $13.75
Fourth Quarter $17.13 $13.88

1994 High Low
First Quarter $15.25 $13.50
Second Quarter $15.38 $13.25
Third Quarter $ 15.00 $13.50
Fourth Quarter $14.25 $11.25

As of February 29, 1996 there were approximately gttareholders of record of the Shares with a markee of $16.75 per share.

The Company declared regular dividends of $0.24share for shareholders of record on April 29, A8yand October 31, 1994, and $0.28
per share on December 30, 1994. In addition, thef@my declared a $0.02 extra year end dividentaceholders of record on December
1994. During 1995, the Company declared dividersd®kows:

Quarter Type Record Date Amount
First Quarter Regular March 31, 1995 $0.300
Second Quarter Regular June 30, 1995 0.315
Third Quarter Regular September 29, 199 5 0.330
Fourth Quarter Regular December 29, 1995 0.355
Fourth Quarter Extra December 29, 1995 0.080
$1.380



ITEM 6. SELECTED FINANCIAL DATA

The following summary of Selected Financial Datdah&f Company should be read in conjunction withfith@ncial statements of the
Company and the notes thereto and "Managementsi§ion and Analysis of the Financial Condition Redults of Operations" appearing

elsewhere in this Form 1R- The selected financial data below provides infation about the Company's financial history andeisved fron
the audited financial statements.

Operating Data

Period From
Years Ended December 31, June 4, 1993
------------------------ (date of inceptio n)
1995 1994 to December 31, 19 93
Total Revenues ............. $ 6,230,415 $ 3,690,772 $ 15,717
Advisory and Servicing Fees, net .... $ 945,720 $ 357,311 -
NetIncome .............. $ 4,896,024 $ 3,200,142 $ 15,152
Cash Dividends Declared ... ...... $ 4,775,819 $ 3,513,721 -
Dividends Per Share . . ......... $ 138 $ 1.02 -
Net Income Per Share .......... $ 142 % 093 % 0.01
LoansFunded .............. $ 31,711,230 $ 34,982,484 $ 3,119,190
Weighted Average Shares
Qutstanding . .. .......... 3,451,091 3,430,009 3,099,530

December 31,

At End of Period 1995 1994 1993
Loans Receivable . ... ........ $ 59,129,536 $ 32,693,752 $ 3,119,190
Cash Equivalents and
Government Securities . ...... $ 173,679 $ 18,809,314 $ 39,984,071

Total Investments ........... $ 59,303,215 $ 51,503,066 $ 43,103,261
Total Assets . . ............ $ 59,797,275 $ 51,784,521 $ 43,153,442
Notes Payable ............. $ 7,920,000 - -
Beneficiaries' Equity ......... $ 48,183,032 $ 47,440,401 $ 42,941,230
Number of Common Shares of

Beneficial Interest Outstanding . . 3,491,716 3,444,530 3,099,530
Ratios
Return on Average Assets (1) ...... 8.8% 6.5% - 3 )
Return on Average Common

Beneficiaries' Equity (2) ... .. 10.2% 6.9% - 3 )

(1) Based on Average Annual Value of All Assets.

(2) Based on the total beneficiaries equity onfitts¢ day of the year and on the last day of eadcdrigr of such year, divided by five.
(3) Not applicable due to initial period of opeaats which commenced in December 1993.
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ITEM 7. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FIN ANCIAL
CONDITION AND RESULTS OF OPERATIONS

OVERVIEW

The Company was incorporated in June 1993 and baxgberations prior to completion of its initial gighoffering (the "IPO") on December
28, 1993. Accordingly, there are no comparable 18388lts to the year ended December 31, 1994. &hpraoceeds to the Company from the
IPO were $47,738,828, including over-allotment ops.

During the year ended December 31, 1995, the Coynpaginated and funded $31.7 million of loans,talcorporations and individuals
operating in the lodging industry. During the yeaded December 31, 1994, the Company originatedusntd or purchased loans with a
face value of $35.2 million. Of these loans, apprately $32.5 million (92%) were to corporationglandividuals operating in the lodging
industry. As of December 31, 1995, the total pdigfoutstanding was $60.2 million ($59.1 milliontexf reductions for loans purchased at a
discount and deferred commitment fees) with a weidlaverage contractual interest rate of approxndtl.2%. The weighted average
contractual interest rate does not include thecesfef the amortization of discount on purchaseghdoor commitment fees on funded loans.
Each of these loans is collateralized by firstdien real estate and are guaranteed, for all rutaan, by the principals of the businesses
financed. Included in funded loans are $1.7 millidmich have been advanced pursuant to the SBA Efigram. Interest rates charged on
such advances are comparable to those which atencasly charged by the Company.

CERTAIN ACCOUNTING CONSIDERATIONS

The preparation of financial statements in conftymiith generally accepted accounting principleguiees management to make estimates
and assumptions that affect the reported amourdassats and liabilities and disclosure of contihgssets and liabilities at the date of the
financial statements and the reported amountsvefnges and expenses during the reporting perioaiahcesults could differ from those
estimates.

The Company follows the accounting practices presdrby the American Institute of Certified Pubdccountants - Accounting Standards
Division in Statement of Position 75-2 "AccountiRgactices of Real Estate Investment Trusts" ("S®R"J. In accordance with SOP 75-2, a
loan loss reserve is established based on a deion, through an evaluation of the recoverabaityndividual loans, by the Board of Trust
Managers when significant doubt exists as to thimate realization of the loan. To date, no loassleeserves have been established. The
determination of whether significant doubt existd avhether a loan loss provision is necessarydohédoan requires judgement and consi
the facts and circumstances existing at the evaludate. Changes to the facts and circumstanceém dforrower, the lodging industry and
economy may require the establishment of signitiealdlitional loan loss reserves. At such time dsrdg@nation is made that there exists
significant doubt as to the ultimate realizatioradban, the effect to operating results may beerisdt
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RESULTS OF OPERATIONS
YEAR ENDED DECEMBER 31, 1995 COMPARED TO THE YEAR ENDED
DECEMBER 31, 1994

The net income of the Company for the years endezeBber 31, 1995 and 1994, was $4.9 million and S@llion, $1.42 and $0.93 per
share, respectively.

Interest income - loans increased by $3.3 millib#306) from $2.3 million for the year ended Decenmier1994, to $5.6 million for the year
ended December 31, 1995. This increase was privadtiibutable to the reallocation of the Compaimyisal investment of the proceeds of
the IPO in cash and U.S. Government securitiesgioeln-yielding loans to small businesses. The @yenavested assets in loans to small
businesses increased by $27.9 million (148%) fra® % million during the year ended December 314189 $46.8 million during the year
ended December 31, 1995. The average yields os foathe years ended December 31, 1995 and 196lapproximately 12.1% and
13.2%, respectively. Interest income - loans inekuthterest earned on loans, the accretion of digaan purchased loans (approximately
$26,000 and $22,000 during the years ended Decedihdi995 and 1994, respectively) and the accretiateferred commitment fees
(approximately $197,000 and $166,000 during thesyeaded December 31, 1995 and 1994, respectively.)

Interest and dividends - other investments dectkebge875,000 (73%), from $1.2 million during theay ended December 31, 1994, to
$325,000 during the year ended December 31, 1995.decrease was due to the reduction in funddadlaifor short-term investments. The
proceeds from the IPO were invested in governmeecurities and money market funds until Primary Bireents were identified and funded.
The average shoterm investments of the Company decreased by $8#i2n (81%) from $31.2 million during the yearded December 3
1994, to $6.0 million during the year ended Decen3de 1995. The average yields on short-term imaests during the years ended
December 31, 1995 and 1994 were approximately 2u8863.9%, respectively.

Other income increased by $115,000 (64%) from ¥I@Dduring the year ended December 31, 1994, t6,820 during the year ended
December 31, 1995. Other income consists of: (Préiration of construction monitoring fees,

(i) prepayment penalties, (iii) late fees and otloan fees and (iv) other miscellaneous colledidrhe increase was primarily due to
construction hotel/motel projects in process insi@@causing an increase of $111,000 in constmuctionitoring fees recognized as income
from $35,000 during the year ended December 314,1109146,000 during the year ended December@a5.1

Expenses consisted primarily of the servicing ashdsmry fees paid to PMC Advisers. The operatingestses borne by the Investment
Manager include any compensation to the Compalfffiters (other than stock options) and the cogifti€e space, equipment and other
personnel required for the Company's day-to-dayaijpns. The expenses paid by the Company inchastesaction costs incident to the
acquisition and disposition of investments, regldgal and auditing fees and expenses, the feesx@uhses of the Company's Independent
Trust Managers, the costs of printing and mailingxjes and reports to shareholders and the feesxpwhses of the Company's custodian
and transfer agent, if any. The Company, rathar tha Investment Manager, will also be requiredag expenses associated

12



with any litigation and other extraordinary or necurring expenses. Pursuant to the Investment Mamegt Agreement, the Company
incurred an aggregate of $1,189,000 in manageneestfbr the year ended December 31, 1995. Of tabrtmnagement fees paid or payable
to the Investment Manager during the year ende@&ibber 31, 1995, $244,000 has been offset againghdment fees as a direct cost of
originating loans. Investment management fees %429,000 for the year ended December 31, 1994atihisory fees for the six month
period ended June 30, 1994 were waived by the tmarg Manager. Of the advisory and servicing fesd pr payable to the Investment
Manager during the year ended December 31, 1994580 was offset against commitment fees as atdicet of originating loans. The
increase in investment management fees of $76q# to offsetting direct costs of originatingalas), or 177%, is primarily due to the
increase in the average invested assets increfismgb18.9 million to $46.8 million and averageaticdssets increasing from $49.0 million to
$53.9 million.

Legal and accounting fees increased by $38,000%) Ifom $33,000 during the year ended Decembefl 834, to $71,000 during the year
ended December 31, 1995. This increase is attiibeita higher accounting expenses and corporatd fegs attributed to the increased
corporate activity.

General and administrative expenses increased Dp®3 (50%) from $64,000 during the year ended Béoee 31, 1994, to $96,000 during
the year ended December 31, 1995. This incregs@nisrily attributable to (i) shareholder servicifegs incurred during the year ended
December 31, 1995 for dividend payments, (ii) tbstof printing and mailing the Company's new dévid reinvestment plan and annual
reports and (iii) the cost of registration on thigl BX.

Interest expense of $222,000 relates to interashan-utilization charges on the revolving creditifity (approximately $171,000) and
interest incurred on borrower advances during e gnded December 31, 1995 (approximately $51,00@) interest payable at December
31, 1995, of $56,267 pertained to interest incumedhe outstanding balance of the revolving crizditlity. The obligation to pay interest on
borrowers advances is included in borrower advanogbe accompanying balance sheet.

As the Company is currently qualified as a REIT emithe applicable provisions of the Code, therenarprovisions in the financial
statements for Federal income taxes.

CASH FLOW ANALYSIS

The Company generated $3.8 million and $6.6 milfrem operating activities during the years ended¢@nber 31, 1995 and 1994,
respectively. The decrease of $2.8 million (42%3% wamarily due to fluctuations in borrowers adves¢decreased $4.1 million from a
source of $2.3 in 1994, to a use of $1.8 milliorl@95). During 1994, as many construction projeaee in the initial stages, the borrowers
were required to submit their required advancaxes1994 was the first full year of operationsréh&as no reimbursement activity for prior
years advances and consequently 1994 had a sagrtifiositive cash flow from borrowers advances.imyut 995, the Company hi
significant completion on many of the constructmrnjects, with the result being a net reductionutstanding borrowers advances at
December 31, 1995. Offsetting the decrease in @m®advances were increases in net income antbdféliates. Net income increased
$1.7 million (53%) from $3.2 million during the yeanded December 31, 1994 to $4.9 million durirgytbar ended December 31, 1995.
Cash used for advances to affiliates
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increased by $500,000 from $160,000 at Decembet @4 to $660,000 at December 31, 1995. The inereas a result of the annual fee
pursuant to the investment management agreemaeasing in 1995 due to the larger base of inves$sdts and achieving the target to earn
the full incentive fee with such fee payable in 899

The Company used $26.7 million and $25.1 milliorotlgh investing activities during the years endeddénber 31, 1995 and 1994,
respectively. As lending is the Company's primamyrse of business, loans funded/purchased is tle mason for these uses. Loans
funded/purchased were $31.7 million during the yeated December 31, 1995 as compared to $35.@mithr the year ended December 31,
1994, a 9% decrease. This decrease was due tontinaof construction projects in process during5lvhereas these projects utilize the
Company's funds available for commitment, the ddtuading process occurs over a period of time.iBmd 994, most of the amounts loaned
related to the acquisition or refinance of lodgpmgperties.

The Company generated $4.3 million and $2.3 milfimm financing activities during the years endeztBmber 31, 1995 and 1994. During
1994, the main source of funds was $5.2 millioreiead from the exercise of over allotments of @1 During 1995, the main source of
funds was net proceeds from advances under the &uorisprevolving credit facility ($7.9 million). THéompany's main use of funds from
financing activities are the payment of dividendgart of its requirements to maintain REIT staRisidends paid increased from $2.5
million during the year ended December 31, 19984t@ million during the year ended December 31519%is increase ($1.8 million),
corresponds to the Company's increase in net income

LIQUIDITY AND CAPITAL RESOURCES

The primary use of the Company's funds is to odtgrioans and, from time to time, to acquire Idaos governmental agencies and/or their
agents. The Company also uses funds for paymaetivioiends to shareholders, management and advisesy(in lieu of salaries and other
administrative overhead), general corporate ovetlama interest and principal payments on borrowed$.

At December 31, 1995, the Company had $207,00@st end cash equivalents and approximately $15lBmin outstanding commitments
to originate loans. Such commitments were madkérotdinary course of the Company's business. Ttwsenitments to extend credit are
conditioned upon compliance with the terms of thmmitment letter. Commitments have fixed expiratiiates and require payment of a fee.
Since some commitments expire without the propésaal closing, the total committed amounts do naessarily represent future cash
requirements. In general, to meet its liquidityuiegments, including expansion of its outstandimenl portfolio, the Company intends to use:
(i) its short-term credit facility as described d@#| (ii) placement of long-term borrowings, (iigsuance of debt securities and/or (iv) offering
of additional equity securities, including prefatighares of beneficial interest (the "Preferred&ia. Pursuant to the Investment
Management Agreement, if the Company does not haeaiable capital to fund outstanding commitmetite, Investment Manager will refer
such commitments to affiliates of the Company. &hiity of the Company to meet its liquidity needdl depend on its ability to borrow
funds or issue equity securities on favorable terms
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By December 31, 1995, the Company had fully utiliftee proceeds from its IPO. During 1995, the Camgpabompleted an arrangement for a
revolving credit facility providing the Company wifunds to originate loans collateralized by conmuiamreal estate. This credit facility
provides the Company up to the lesser of $20 milboan amount equal to 50% of the value of theetigohg property collateralizing the
borrowings. At December 31, 1995, the Company tva€l fillion outstanding under the credit facilitycha loan availability of an additional
$12.1 million. The Company is charged interesthentialance outstanding under the credit facilithatCompany's election of either the
prime rate of the lender less 50 basis points Orl2&is points over the 30, 60 or 90 day LIBOR. ifiddal funds will be available to the
Company from the proceeds of the dividend reinvestrplan or SBA 504 loan takeouts. Managementigaties these sources of funds will
be adequate to meet its existing obligations.

On March 12, 1996, the Company, through a limitednership structure, completed a private placemeapproximately $29.5 million of
notes issued pursuant to a rated structured fingreollateralized by a portion of the Company's swartial loan portfolio (the "Private
Placement"). The financing resulted in net procéedse Company of approximately $27.3 millionydfich approximately $10.3 million
were used to repay outstanding borrowings unde€tmapany's credit facility. After utilization ofeélse funds and until such time as additi
long-term financing is available, the Company wdhtinue to borrow funds based on a variable rhieterest (short-term borrowings) and
originate loans on a fixed-rate of interest. Nebime on these leveraged funds will be materiallyedelent on the spread between the rate at
which it borrows funds and the rate at which itlsahese funds.

In general, if the returns on loans originated i €Company with funds obtained from any borrowinghe issuance of any Preferred Shares
fail to cover the cost of such funds, the net dash on such loans will be negative. Additionalgny increase in the interest rate earned b
Company on investments in excess of the interéstoradividend rate incurred on the funds obtaifneth either borrowings or the issuance
Preferred Shares would cause its net income teaser more than it would without the leverage. Csealg, any decrease in the interest rate
earned by the Company on investments would causecmne to decline by a greater amount than itld/dithe funds had not been obtair
from either borrowings or the issuance of PrefeBadres. Leverage is thus generally considereée@utadive investment technique.

Loan demand has remained high for the types oflasiginated by the Company (see "Loan Commitmégnidie Private Placement may not
provide the Company with sufficient capital to emgahe outstanding portfolio at historical growsivéls. Accordingly, during the year end
December 31, 1996, the Company may seek additsmates of financing through private or public <#l€ommon Shares as described
above. There can be no assurance the Companyendlbke to raise funds through these financing smui€ these sources are not available,
the Company will have to fully utilize its $20 nidlh revolving credit facility and may have to slthe rate of increasing the outstanding loan
portfolio.

RISKS ASSOCIATED WITH FORWARD-LOOKING STATEMENTS IN CLUDED IN THIS FORM 10-K

This Form 10-K contains certain forward-lookingtstaents within the meaning of Section 27A of theuBigies Act of 1933 and Section 21E
of the Securities Exchange Act of 1934, which aterided to be covered by the safe harbors crelateelly. These statements include the
plans and objectives of management for future djmers, including plans and objectives relatingutufe growth of the loan portfolio and
availability of funds. The forward-looking statent®imcluded herein are based on current expectatitat involve numerous risks and
uncertainties. Assumptions relating to the foreganvolve judgments with respect to, among othargs, future economic, competitive and
market conditions and future business decisiohgf ahich are difficult or impossible to prediot@urately and many of which are beyond
control of the Company. Although the Company bedgthat the assumptions underlying the forwarditapktatements are reasonable, any
of the assumptions could be inaccurate and, therefioere can be no assurance that the forwarddgaitatements included in the Form KO-
will prove to be accurate. In light of the sign#itt uncertainties inherent in the forward-lookitgtsments included herein, the inclusion of
such information should not be regarded as a reptagon by the Company or any other person ttebbjectives and plans of the Company
will be achieved.
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RECENT ACCOUNTING PRONOUNCEMENTS

In 1993, the Financial Accounting Standards BoalFdh\GB") issued Statement of Financial Accountingristards ("SFAS") No. 114
"Accounting by Creditors for Impairment of a Loaarid SFAS No. 118 "Accounting by Creditors for Inmpant of a Loan - Income
Recognition and Disclosures.” These pronouncenaateffective for fiscal years beginning after Dmber 15, 1994. These statements
provide income recognition criteria on loans andegelly require creditors to value certain impaieedl restructured loans at the present \
of the expected future cash flows, discountedatdhn's effective interest rate, or at fair vadfighe collateral if the loan is collateral
dependent.

The implementation SFAS No. 114 and SFAS No. 1#ithdt have an effect on the Company's financiaéstants.

In 1995, FASB issued SFAS No0.123, "Accounting faycB-Based Compensation”. Pursuant to SFAS No. d28mpany may elect to
continue expense recognition under Accounting Rrles Board Opinion No. 25, "Accounting for Stoaslied to Employees" (APB No0.25)
or to recognize compensation expense for gramisook, stock options, and other equity instrumémesmployees based on fair value
methodology outlined in SFAS No.

123. SFAS No. 123 further specifies that compaelesting to continue expense recognition under ARRB25 are required to disclose pro
forma net income and pro forma earnings per shaikthe fair value based accounting prescribe@BAS No. 123 has been applied. The
Company has elected to continue expense recogmitisuant to APB No. 25. SFAS No. 123 is effecfiefiscal years beginning after
December 15, 1995.

In 1992, FASB issued SFAS No. 107, "Disclosures itliair Value of Financial Instruments,” to requiiieclosure in the body of the
financial statements or the accompanying notesdagathe fair value of financial instruments fohieh it is practicable to estimate that ve
and the methods and significant assumptions udegleffective date is for financial statements idsndiscal years ending after December
15, 1995. The Company has incorporated the reqemé&of SFAS No.107 in the accompanying finandetesnents.

ITEM 8. FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA

The information required by this Item 8 is herebgdrporated by reference to the Company's FinaGt&@kments beginning on page F-1 of
this Form 10-K.

ITEM 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTAN TS ON ACCOUNTING
AND FINANCIAL DISCLOSURE

None.
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PART 1lI
ITEM 10. DIRECTORS AND EXECUTIVE OFFICERS OF THE RE GISTRANT

Incorporated herein by reference to the Comparefigitive proxy statement to be filed with the Seties and Exchange Commission within
120 days after the year covered by this Form 10iK vespect to the Annual Meeting of Shareholdersd held on May 23, 1996.

ITEM 11. EXECUTIVE COMPENSATION

Incorporated herein by reference to the Comparefigitive proxy statement to be filed with the Seties and Exchange Commission within
120 days after the year covered by this Form 10#K vespect to the Annual Meeting of Shareholderise held on May 23, 1996.

ITEM 12. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL O WNERS AND MANAGEMENT

Incorporated herein by reference to the Compargfisitive proxy statement to be filed with the Setes and Exchange Commission within
120 days after the year covered by this Form 10iK vespect to the Annual Meeting of Shareholderise held on May 23, 1996.

ITEM 13. CERTAIN RELATIONSHIPS AND RELATED TRANSACT IONS

Incorporated herein by reference to the Comparefisitive proxy statement to be filed with the Setes and Exchange Commission within
120 days after the year covered by this Form 10iK vespect to the Annual Meeting of Shareholderisd held on May 23, 1996.
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PART IV

ITEM 14. EXHIBITS, FINANCIAL STATEMENTS, SCHEDULES AND REPORTS
ON FORM 8-K

(a) Documents filed as part of this report:
(1) Financial Statements - See index to Finandiae®ents set forth on page F-1 of this Form 10-K.

(2) Financial Statement Schedules - All scheduleanitted because they are not required underethged instructions or not applicable, or
because the required information is included elsge/im the financial statements or notes thereto.

(3) Exhibits
*3.1 Declaration of Trust
*3.1(a) Amendment No. 1 to Declaration of Trus t
**3.1(b) Amendment No.2 to Declaration of Trus t
*3.2  Bylaws
*4,  Instruments defining the rights of sec urity holders. The instruments filed in response to
items 3.1 and 3.2 are incorporated in this item by reference.
*10.1 Investment Management Agreement betwee n the Company and PMC Advisers, Inc.

*10.2 1993 Employee Share Option Plan
*10.3 1993 Trust Manager Share Option Plan
*10.4  Form of Dividend Reinvestment Plan
*10.5 Loan Origination Agreement
10.6  Revolving Credit Facility
10.7  Structured Financing

27  Financial Data Schedule

(b) Reports on Form 8-K - None
* Previously filed with the Company's Registratidtatement of Form S-11 filed with the Securitied &mchange Commission on June 25,
1993, as amended (Registration No. 33-65910), mecatporated herein by reference.

** Previously filed with the Company's Annual Repon Form 10-K for the year ended December 31, E¥fiBincorporated herein by
reference.
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Average Annual Value of The book value of
All Assets on the first day
year, divided by

Average Annual Value of The book value of
All Invested Assets GAAP on the first
of such year, div

Average Common The common equity

Beneficiaries' Equity day of each quart
Average Quarterly Value The book value of
of All Assets on the first day
divided by two.
Common Equity Capital The sum of the st
the Shares.
GAAP Generally accepte
Invested Assets The Primary Inves
Return on Average Net income of the
Equity Capital less preferred di
Equity Capital.

GLOSSARY

The following terms as used in this Form 10-K ariefty defined below:

total assets determined in accordance with GAAP
of the year and on the last day of each quarter of
five.

Invested Assets determined in accordance with
day of the year and on the last day of each quarte
ided by five.

capital on the first day of the year and on the la
er of such year, divided by five.

total assets determined in accordance with GAAP
of the quarter and on the last day of the quarter,

ated capital plus the additional paid-in capital fo

d accounting principles.
tments plus the Other Investments.

Company as determined in accordance with GAAP,
vidends, if any, divided by the Average Common
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SIGNATURES

Pursuant to the requirements of Section 13 or 1&f{(the Securities Exchange Act of 1934, the Resyigthas duly caused this report to be
signed on its behalf by the undersigned, theredatp authorized.

PMC Commercial Trust

By: /s/ Lance B. Rosenore

Lance B. Rosenore, President
Dated March 28, 1996

Pursuant to the requirements of the Securities &xgé Act of 1934, this report has been signed éydhowing persons in the capacities and
on the dates indicated.

NAME T ITLE DATE
/S/ DR. ANDREW S. ROSEMORE Chairm an of the Board of Trust March 28,1996
- e Ma nagers, Chief Operating
Dr. Andrew S. Rosemore Offi cer and Trust Manager
/S/ LANCE B. ROSEMORE Presid ent, Chief Executive March 28,1996
--------------------- Offi cer, Secretary and Trust
Lance B. Rosemore Mana ger (principal executive
offi cer)
IS/ BARRY N. BERLIN Chief Financial Officer (principal March 28,1996
------------------- fina ncial and accounting
Barry N. Berlin offi cer)
IS/ IRVING MUNN Trust Manager March 28,1996
Irving Munn
/S/ ROY H. GREENBERG Trust Manager March 28,1996

Roy H. Greenberg
/SI NATHAN COHEN Trust Manager March 28,1996

Nathan Cohen

20



PMC COMMERCIAL TRUST

INDEX TO FINANCIAL STATEMENTS
FOR THE PERIODS ENDED DECEMBER 31, 1995, 1994 AND 993

PAGE

Report of Independent Accountants ........ ... ... ... -l——'—-2
Financial Statements:

Balance Sheets ................ L. F-3

Statements of Income . ............ ... F-4

Statements of Beneficiaries' Equity . . .... ... F-5

Statements of Cash Flows ........... ... ... F-6
Notes to Financial Statements . .......... ... ... 0. F-7



REPORT OF INDEPENDENT ACCOUNTANTS
To the Shareholders and Board of Trust Managers Bd@mercial Trust:

We have audited the accompanying balance she&s16f Commercial Trust as of December 31, 1995 ard 18nd the related statement:
income, beneficiaries' equity, and cash flows fmeteof the two years in the period ended Decembet 395 and for the period June 4, 1993
(date of inception) to December 31, 1993. Thesanfifal statements are the responsibility of the @amy's management. Our responsibilit
to express an opinion on these financial statensaged on our audits.

We conducted our audits in accordance with geneaaitepted auditing standards. Those standardsedhat we plan and perform the audit
to obtain reasonable assurance about whethemthedial statements are free of material misstaterdenaudit includes examining, on a test
basis, evidence supporting the amounts and digelesn the financial statements. An audit alsoudek assessing the accounting principles
used and significant estimates made by managememtell as evaluating the overall financial statetpeesentation. We believe that our
audits provide a reasonable basis for our opinion.

In our opinion, the financial statements refereadlbove present fairly, in all material respedts, financial position of PMC Commercial
Trust as of December 31, 1995 and 1994, the resiits operations and its cash flows for eachhefyears in the two year period ended
December 31, 1995 and for the period June 4, 188 (of inception) to December 31, 1993, in conftyrmith generally accepted
accounting principles.

COOPERS & LYBRAND L.L.P.

Dallas, Texas
March 20, 1996



ASSETS
Investments:
Loans receivable,net..............
Cash equivalents ................

Total investments . . . ..............

Other assets:
Cash ......................
Other Receivables. ...............
Interest receivable. ..............
Organization costs, net.............

Total otherassets ................

Totalassets. . ..................

LIABILITIES AND BENEFICIARIES' EQ

Liabilities:

Notes payable. .................

Dividends payable. ...............

Accounts payable. . ...............

Interest Payable ................

Borrower advances . .. .............

Unearned commitmentfees ............

Due to affiliates . .. .............

Unearned construction monitoring fees . . . . ..

Total liabilities . . . ..............

Commitments and contingencies ( Note 9)

Beneficiaries' equity:

Common shares of beneficial interest; authorized
100,000,000 shares of $0.01 par value; 3,491
3,444,530 shares issued and outstanding at D
and December 31, 1994, respectively .. ..

Additional paid-in capital ...........

Cumulative netincome .. ............

Cumulative dividends ..............

Total beneficiaries' equity. . ..........

Total liabilities and beneficiaries' equity . . . .

Net asset value pershare .. ...........

PMC COMMERCIAL TRUST
BALANCE SHEETS

December 31,

$ 59,129,536 $
173,679

.......... $ 7,920,000 $
1,518,896
.......... 14,175
.......... 56,267
.......... 579,133
.......... 599,978
.......... 844,786
.......... 81,008

, 716 and

ecember 31, 1995
.......... 34,917
.......... 48,326,337
.......... 8,111,318
.......... (8,289,540)

32,693,752
18,809,314

1,033,659

2,346,162
560,728
184,523
219,048

34,445
47,704,383
3,215,294

(3,513,721)

THE ACCOMPANYING NOTES ARE AN INTEGRAL PART OF THE FINANCIAL STATEMENTS.
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Revenues:

Interestincome -loans . . ...........

Interest and dividends - other investments . . .

Other income

Total revenues

Expenses:

Advisory and servicing fees, net ........

Legal and accounting fees
General and administrative

Interest ...............

Total expenses

Net income

Weighted average shares outstanding . .. ... ..

Net income per share .....

PMC COMMERCIAL TRUST
STATEMENTS OF INCOME

Years Ended December 31,

1995 1994 D
$ 5,610,391 $ 2,289,355 $
324,779 1,221,768
295,245 179,649
6,230,415 3,690,772
945,720 357,311
70,940 32,628
96,028 63,543
221,703 37,148
1,334,391 490,630
$ 4,896,024 $ 3,200,142 $
3,451,091 3,430,009
$ 1.42 $ 0.93 $

June 4, 1993

(Date of)
Inception) to
ecember 31, 1993

15,152

3,099,530

0.01

THE ACCOMPANYING NOTES ARE AN INTEGRAL PART OF THE FINANCIAL STATEMENTS.
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PMC COMMERCIAL TRUST

STATEMENTS OF BENEFICIARIES' EQUITY

FOR THE PERIOD FROM JUNE 4, 1993 (DATE OF INCEPTION) TO DECEMBER 31, 1993 AND

THE YEARS ENDED DECEMBER 31, 1994 AND 1995

COMMON
SHARES
BENEFICI
INTERES

Balances, June 4, 1993 (Inception) .

Shares issued upon formation . . .. 20

Initial shares sold to public. ...  3,000,00

Initial shares sold through direct
offering............ 99,33

Issuancecosts ...........

Netincome .............

Balances, December 31,1993 ... .. 3,099,53

Additional shares sold through initial
public offering ........ 345,00

Issuancecosts ...........

Dividends ( $1.02 per share) . . ..

Netincome .............

Balances, December 31,1994 . . ... 3,444,53

Shares issued though exercise of

stock options . ........ 12,99
Shares issued though dividend
reinvestmentplan ....... 34,19
Dividends ( $1.38 per share) . . . .
Netincome .............
Balances, December 31, 1995 . . . .. 3,491,71
CUMULA
DIVIDE

Balances, June 4, 1993 (Inception) . $

Shares issued upon formation . . ..

Initial shares sold to public . . . .

Initial shares sold through direct
offering............

Issuance costs ...........

Netincome .............

Balances, December 31,1993 .. ...

Additional shares sold through initial
public offering ........
Issuance costs ...........

Dividends ( $1.02 per share) . . .. (3,5
Netincome .............
Balances, December 31,1994 . . . .. 3,5

Shares issued though exercise of
stock options .........

Shares issued though dividend
reinvestmentplan .......

Dividends ( $1.38 per share) . . . . (4,7
Netincome .............
Balances, December 31,1995 . . . .. $ (8,2

THE ACCOMPANYING NOTES ARE AN INTEGRAL PART OF THES E FINANCIAL STATEMENTS.

CUMUL

NE
INC

3,2

$ 81

OF ADDITIONAL
AL PAR PAID-IN
T  VALUE CAPITAL
-8 - % - $
0 2 2,788
0 30,000 44,970,000
0 993 1,384,660
- - (3,462,365)
0 30,995 42,895,083
0 3,450 5,171,550
- - (362,250)
- - - 3,2
0 34,445 47,704,383
6 130 122,836
0 342 499,118
- - - 438
6 $ 34917 $ 48,326,337
TOTAL

TIVE BENEFICIARIES'
NDS EQUITY

- $ -

- 2,790

- 45,000,000

- 1,385,653

- (3,462,365)

- 15,152

- 42,941,230

- 5,175,000

- (362,250)
13,721) (3,513,721)

- 3,200,142
13,721) 47,440,401

- 122,966

- 499,460
75,819) (4,775,819)

- 4,896,024

89,540) $ 48,183,032
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PMC COMMERCIAL TRUST
STATEMENTS OF CASH FLOWS

CASH FLOWS FROM OPERATING Activities:
Netincome ...................
Adjustments to reconcile net income to net cash

provided by operating activities:
Accretion of:
Government securities . .. .......
Discount on purchased loans . . . . ...
Deferred commitmentfees ........
Construction monitoring fees . ... ..
Amortization of organization costs .. ...
Commitment fees collected . ... ......
Construction monitoring fees collected, net .
Changes in operating assets and liabilities:
Accrued interest receivable . . . . ...
Otherassets ..............
Interest payable. . ...........
Borrower advances . ...........
Due to affiliates . ... ........
Accounts payable ............

NET CASH PROVIDED BY OPERATING ACTIVITIES . . . ..

CASH FLOWS FROM INVESTING ACTIVITIES:
Loans funded/purchased .............
Principal collected . . .. ...........

Redemption (purchase) of government securities .

NET CASH USED IN INVESTING ACTIVITIES . ... ...

CASH FLOWS FROM FINANCING ACTIVITIES:
Proceeds from issuance of common shares . . ..
Proceeds from issuance of notes payable .. ..
Payment of dividends . .. ...........

Payment of issuance costs ...........
Payment of principal on notes payable .. ...

NET CASH PROVIDED BY FINANCING ACTIVITIES . . . ..

NET DECREASE IN CASH AND CASH EQUIVALENTS .. ...

CASH AND CASH EQUIVALENTS, BEGINNING OF PERIOD ..

CASH AND CASH EQUIVALENTS, END OF PERIOD .. ...
SUPPLEMENTAL DISCLOSURES:

Dividends reinvested . . ............

Interestpaid .................

THE ACCOMPANYING NOTES ARE AN INTEGRAL PART OF THE FINANCIAL STATEMENTS.

JUNE 4
(DATE
YEARS ENDED DECEMBER 31,
TO
1995 1994 DECEMBER
...$ 4,896,024 $ 3200142 $ 15
- (80,384)
(26,460) (22,094)
(196,951)  (166,200)
(146,054) (39,946)
8,040 8,040
546,211 1,295,419 97
8,014 258,994
(201,548)  (208,525) (40
(26,382) -
56,267 -
(1,767,029) 2,346,162
660,263 159,966 24
14,175 (187,655) 187
3,824,570 6,563,919 283
(31,711,230)  (34,982,484) (3,215
4,991,896 4,861,525
- 5,000,000 (4,919
(26,719,334)  (25,120,959) (8,135
582,107 5,175,000 46,388
9,130,000 -
(4,250,263)  (2,480,062)
- (362,250) (3,462
(1,210,000) -
4,251,844 2,332,688 42,926
(18,642,920) (16,224,352) 35,074

18,850,103

35,074,455

.$ 207,183 $

18,850,103 $ 35,074

INCEPTI

.$ 40,319 $

.$ 165436 $

37,148 $
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PMC COMMERCIAL TRUST
NOTES TO FINANCIAL STATEMENTS
NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES:
General:

PMC Commercial Trust (the "Company") was organiaediune 4, 1993, as a Texas real estate investrashtreated primarily to originate
loans to small business enterprises which areteddlized by first liens on real estate. The shafédke Company are traded on the American
Stock Exchange (Symbol "PCC"). The Company follthesaccounting practices prescribed in StatemeRbsition 75-2 "Accounting
Practices of Real Estate Investment Trusts." Thag2my's principal investment objective is to ob@inrent income from interest payments
and other related fee income on collateralizedr®ss loans. The Company's investment advisor is RM@sers, Inc. ("PMC Advisers" or
the "Investment Manager"), a wholly-owned subsigdiafrPMC Capital, Inc. ("PMC Capital"), a regulatedestment company traded on the
American Stock Exchange (symbol "PMC"). The Compiatgnds to maintain its qualified status as a esthte investment trust ("REIT") 1
Federal income tax purposes.

Use of Estimates in the Preparation of Financial $tements:

The preparation of financial statements in conftymiith generally accepted accounting principleguiees management to make estimates
and assumptions that affect the reported amourdassats and liabilities and disclosure of contihgessets and liabilities at the date of the
financial statements and the reported amountsvefnges and expenses during the reporting perioaiahcesults could differ from those
estimates.

Loans Receivable:

Loans receivable are carried at their outstandimtcipal balance less any discounts, deferred e¢of related costs, and loan loss reserves.
A loan loss reserve is established based on andiet&tion, through an evaluation of the recovergbif individual loans, by the Board of
Trust Managers when significant doubt exists abé¢aultimate realization of the loan. To date, o@n loss reserves have been established.
The determination of whether significant doubt exend whether a loan loss provision is necessaurgdch loan requires judgement and
considers the facts and circumstances existingea¢valuation date. Changes to the facts and cstauroes of the borrower, the lodging
industry and the economy may require the estabksttrof additional loan loss reserves in proportmthe potential loss.

Deferred fee revenue is included in the carryingeaf loans receivable and consists of non-refbledfees less certain direct loan
origination costs which are being recognized oklierlife of the related loan as an adjustment dflyie

Deferred Organization Costs:
Costs incurred by the Company in connection witoiiganization are being amortized on a straigig-tiasis over a five year period.
Income Taxes:

The Company intends to maintain its qualified stats a REIT under the provisions of the InternaldRae Code of 1986, as amended (the
"Code"). In order to remain qualified as a REIT enthe Code, the Company must elect to be a REdThaust satisfy various requirement:
each taxable year, including, among others, linoitest on share ownership, asset diversificationfesuof income, and distribution of incor
By qualifying, the Company will not be subject tederal income taxes to the extent that it distabut least 95% of its taxable income in the
fiscal year. Management of the Company believhastsatisified the various requirements to remaalified as a REIT.

Interest Income:

Interest income is recorded on the accrual badiset@xtent that such amounts are deemed collecfiblie Company's policy is to suspend the
accrual of interest income when a loan becomesa§6 delinquent.
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PMC COMMERCIAL TRUST
NOTES TO FINANCIAL STATEMENTS

NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED):
Statement of Cash Flows:

The Company generally considers all highly liquidestments purchased with an original maturitthoéé months or less to be cash
equivalents for the statement of cash flows.

Per Share Data:

Net income per share is based on the weighted geenamber of common shares of beneficial interetsttanding during the perio
Reclassification:

Certain prior period amounts have been reclassifiesbnform to current year presentation.

Statements of Financial Accounting Standards ("SFAS

In 1993, the Financial Accounting Standards Bo&FAEB") issued SFAS No. 114 "Accounting by Credstéor Impairment of a Loan" and
SFAS No. 118 "Accounting by Creditors for Impairrheha Loan - Income Recognition and Disclosur@fi&se pronouncements are
effective for fiscal years beginning after Decemb®y 1994. These statements provide income regogratiteria on loans and generally
require creditors to value certain impaired androesured loans at the present value of the expdateire cash flows, discounted at the loan's
effective interest rate, or at fair value of thélateral if the loan is collateral dependent. Inmpénting SFAS No. 114 and SFAS No. 118 did
not have an effect on the Company's financial statgs.

In 1995, FASB issued SFAS No0.123, "Accounting fwcB-Based Compensation”. Pursuant to SFAS No. d28mpany may elect to
continue expense recognition under Accounting Ryles Board Opinion No. 25, "Accounting for Stoaslied to Employees" (APB No.25)
or to recognize compensation expense for gramisook, stock options, and other equity instrumémesmployees based on fair value
methodology outlined in SFAS No.

123. SFAS No. 123 further specifies that compaelesting to continue expense recognition under ARB25 are required to disclose pro
forma net income and pro forma earnings per shaikthe fair value based accounting prescribe@BAS No. 123 has been applied. The
Company has elected to continue expense recogmitisuant to APB No. 25. SFAS No. 123 is effecfiefiscal years beginning after
December 15, 1995.

NOTE 2. LOANS RECEIVABLE:

The Company primarily originates loans: (i) to shialsiness enterprises that exceed the net watetancome, number of employee or
other limitations applicable to the Small BusinAssninistration ("SBA") programs utilized by PMC dtgd or (ii) in excess of $1.1 million
small business enterprises without regard to SBgfikelity requirements. Such loans are collaterdizy first liens on real estate and are
subject to the Company's underwriting criteria.

The principal amount of loans originated by the @any have not exceeded 70% of the lesser of fhievar cost of the real estate collateral
unless credit enhancements such as additionatellar third party guarantees were obtained. kaaiginated or purchased by the
Company typically provide interest payments atdixates, although the Company may also originatepaimchase variable rate loans. Loans
generally have maturities ranging from five to Hags. Most loans provide for scheduled amortizadiae often have a balloon payment
requirement. In most cases, borrowers are entitiggepay all or part of the principal amount sabje a prepayment penalty depending on
the terms of the loan.

During the years ended December 31, 1995 and 1884 ompany originated loans to 31 and 38 corpmmafipartnerships or individuals for
approximately $31.7 and $33.6 million and colleatechmitment fees of approximately $546,000 and #dilBon, respectively.
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PMC COMMERCIAL TRUST
NOTES TO FINANCIAL STATEMENTS

NOTE 2. LOANS RECEIVABLE: (CONTINUED)

During the year ended December 31, 1994, the Coynparchased loans with a face value of $1,502,86551,325,113 from the U.S.
Government and/or its agents. The discount on tlueses is netted against loans receivable andingl@nortized over the remaining life of
the loans on the interest method. During the yeaded December 31, 1995 and 1994, approximatel@8@&nd $22,000 of the discount has
been recognized as interest income, respectively.

At December 31, 1995, approximately 32% and 12%@fCompany's loan portfolio consisted of loankdoowers in Texas and Maryland,
respectively. No other state had a concentratidkD86 or greater at December 31, 1995. Approxima8p, 11% and 10% of the Compar
loan portfolio as of December 31, 1994 consisteldafs to borrowers in Texas, Maryland and Penmsyd; respectively. No other state had
a concentration of 10% or greater at December 334 1The Company's loan portfolio was approxima®@&ye and 92% concentrated in the
lodging industry at December 31, 1995 and 199feetively.

In connection with the origination of a loan, ther@pany charges a commitment fee. In accordanceS##&S No. 91, this non-refundable
fee, less the direct costs associated with thenatign, is deferred and is included as a reduatitine carrying value of loans receivable.
These net fees are being recognized as incomelwdife of the related loan as an adjustment efdyiThe Company had $974,971 and
$664,962 in deferred commitment fees at Decembget 395 and 1994, respectively.

NOTE 3. DUE TO AFFILIATE:

The investments of the Company are managed by PEMZSArs. Pursuant to an investment managementragradoetween the Company
the Investment Manager (the "Investment Managergreement"), the Company is obligated to pay toltivestment Manager, quarterly in
arrears, a base fee (the "Base Fee") consistiagjofrterly servicing fee of 0.125% of the averagarterly value of all assets (as defined in
the Investment Management Agreement), representirgn annual basis approximately 0.5% of the aeeaagual value of all assets (as
defined in the Investment Management Agreement) aaguarterly advisory fee of 0.25% of the avergqggrterly value of all invested assets
(as defined in the Investment Management Agreemegjesenting on an annual basis approximatelpflte average annual value of all
invested assets (as defined in the Investment Managt Agreement). In addition, commencing Januafy@4, for each calendar year
during which the Company's annual return on aveeagity capital (as defined in the Investment Mamagnt Agreement) after deduction of
the Base Fee (the "Actual Return") exceeds 6.68%&"(linimum Return"), the Company will pay to thevéstment Manager, as incentive
compensation, an additional advisory fee (the "Aaifiee") equal to the product determined by muyltiyg) the average annual value of all
invested assets (as defined in the Investment Managt Agreement) by a percentage equal to thergifée between the Actual Return and
the Minimum Return, up to a maximum of one perc¢é&ft) per annum. The Annual Fee will be earned tmiyre extent that the annual ret
on average common equity capital (as defined inrtiestment Management Agreement) after deductidheoBase Fee and Annual Fee is at
least equal to the Minimum Return. All such adwsfaes will be reduced to fifty percent with resptecthe value of Invested Assets that
exceed common beneficiaries' equity as a resudiveirage or the issuance of preferred shares.

Pursuant to the Investment Management AgreementCtimpany incurred fees of $1,189,000 and $42%@86d upon average annual value
of and all assets of $53,884,788 and $48,993,98Aaarage annual value of all invested assets &7$6,497 and $18,922,343, for the years
ended December 31, 1995 and 1994, respectivelyaditisory fee for the period January 1 through BMhel994, in the amount of $57,932,
was waived by the Investment Manager. Of the amofisérvice and advisory fees paid or payable édnlrestment Manager as of Decen
31, 1995 and 1994, $244,000 and $71,500, respbctheve been offset against commitment fees areatdtost of originating loans,
respectively (see NOTE 2).
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PMC COMMERCIAL TRUST
NOTES TO FINANCIAL STATEMENTS

NOTE 4. BORROWER ADVANCES:

The Company finances projects during the consmagthase. At December 31, 1995 and 1994, the Coympas in the process of funding
approximately $15.9 million and $16.1 million inrstruction projects, respectively, of which $9.2liov and $11.4 million in future
fundings remain, respectively. As part of the manmiitg process to verify that the borrowers' cashitgds utilized for its intended purpose,
Company receives funds from the borrowers and selefunds upon presentation of appropriate supgpdibcumentation. At December 31,
1995 and 1994, the Company had $579,000 and $2i8mrespectively, in funds held on behalf of tmwers which is included as a liability
in the accompanying balance sheet. The Companysélicash, cash equivalents or available advamzkes its revolving credit facility to
fund these obligations.

NOTE 5. NET INCOME PER SHARE:

The weighted average number of common shares effioéal interest outstanding were 3,451,091, 3,889,and 3,099,530 for the periods
ended December 31, 1995, 1994 and 1993, respactiVet income per share for the period ended Deee®b, 1993 is based on the
weighted average number of common shares of béaldfiterest outstanding during the period Decen#¥rl993 (commencement of
operations) to December 31, 1993. The years endéedrber 31, 1995 and 1994 were not affected byandimg options, as such options
were anti-dilutive or immaterial (see NOTE 9).

NOTE 6. BENEFICIARIES' EQUITY:

During January 1994, the Company sold 345,000 imadit common shares of beneficial interest purstmttie exercise by the underwriters
of over-allotment options relating to the initiallgic offering for net proceeds, after underwritiigcount, of approximately $4.8 million.

As part of the requirements of qualifying for REftus under the Code, the Company must distriblte shareholders at least 95% of its
income for Federal income tax purposes ("Taxabterme") within established time requirements of@ogle. If these requirements are not
met, the Company will be subject to Federal incoaxes and/or excise taxes. As a result of a tirdiffgrence for the recognition of income
with respect to fees collected at the inceptionradinating loans, the Company's Taxable Incomee#ls net income in accordance with
generally accepted accounting principals ("GAAR)order not to incur any tax liability, the Compyamas declared or distributed the requ
amount of taxable income as dividends to its shades. For Federal income tax purposes, thesdatids do not represent a return of
capital.

NOTE 7. DIVIDEND REINVESTMENT PLAN:

The Company filed a registration statement withSleeurities and Exchange Commission to implemsntiitidend reinvestment plan. The
registration statement was declared effective bySbcurities and Exchange Commission on Januad©QB%, During the year ended
December 31, 1995, 34,190 shares were issued miitsutne plan.

NOTE 8. SHARE OPTION PLANS:

In accordance with the 1993 Employees Share Otian (the "Employees Plan") and Trust ManagerseS@gtion Plan (the "Trust
Managers Plan"), adopted by the Company, optiopsitohase up to 180,000 shares in aggregate cgrabted to directors, officers or key
employees.
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PMC COMMERCIAL TRUST
NOTES TO FINANCIAL STATEMENTS

NOTE 8. SHARE OPTION PLANS: (CONTINUED)

The grants outstanding at December 31, 1995 are:

Number of Exercise
Shares Price Date of Grant Exercise Date Expiration Dat e
4,000 $15.000 December 17, 19 93 December 17, 1994 December 17, 19 98
2,000 $14.625 May 10, 1994 May 10, 1995 May 10, 1999
7,665 $11.875 December 10, 19 94 December 10, 1995 December 10, 19 929
31,770 $11.875 December 10, 19 94 December 10, 1996 December 10, 19 99
2,000 $11.750 December 17, 19 94 December 17, 1995 December 17, 19 99
1,000 $14.125 May 10, 1995 May 10, 1996 May 10, 2000
2,000 $15.750 December 17, 19 95 December 17, 1996 December 17, 20 00
12,000 $15.750 December 15, 19 95 January 15, 1997 December 15, 20 00
4,940 $15.750 December 15, 19 95 December 15, 1996 December 15, 20 00
4,940 $15.750 December 15, 19 95 December 15, 1997 December 15, 20 00

Employees Plan:

As of December 31, 1995, 86,020 share options kad Qranted, net of shares cancelled in 1994 agatkbelow. During December 1995,
12,996 shares were exercised at $11.875. In additib 109 shares expired or were cancelled purg¢aahe plan during the year ended
December 31, 1995. The number of shares currexdiscesable at December 31, 1995 were 7,665.

In December 1994, the Board of Trust Managers atbthe officers and employees holding existingan#ito elect to participate in an
exchange of options as of December 10, 1994, whehebthen-outstanding options could be canceliet] & lieu thereof, new options could
be granted at an exchange rate of 0.6 new shareh@e previously granted. As a result, 39,40@baptwere cancelled and 23,640 new
options were issued.

Trust Managers Plan:

Only the trust managers who are not affiliated iAfMC Capital or the Investment Manager (the " Iredefent Trust Managers") are eligible

to participate in the Trust Managers Plan whichvjgtes for the grant of nonqualified share optioogesing up to an aggregate of 20,000
shares. The Trust Managers Plan is a nondiscreyigrian pursuant to which options to purchase 2$lfres are granted to each Indepen
Trust Manager on the date such trust manager t#kes. In addition, options to purchase 1,000 share granted each year thereafter on the
anniversary of the date the trust manager took®8b long as such trust manager is re-electegite sis a trust manager. Such options will
be exercisable at the fair market value of theeshan the date of grant. The options granted uth@efrust Managers Plan become
exercisable one year after date of grant and exfpirat exercised on the earlier of (i) 30 day®athe option holder no longer holds office as
an Independent Trust Manager for any reason ow(tihin five years after date of grant. The numbgshares currently exercisable at
December 31, 1995 were 8,000.

NOTE 9. COMMITMENTS AND CONTINGENCIES:

Commitments to extend credit are agreements totteaccustomer provided that the terms establighéte contract are met. The Company
had approximately $7.1 million of loan commitmeatgstanding to 6 corporations, partnerships onviddals in the lodging indusrty at
December 31, 1995. The weighted average contraictigaést rate on these loan commitments at DeceB1hel 995 was 10.95%. In additic
the Company had $6.5 million of loan commitmenttsstanding on 12 partially funded construction loand approximately $1.9 million of
loan commitments outstanding on three SBA Sect@hpyogram loans. The above commitments are matthe iardinary course of the
Company's business and in management's opiniogeaerally on the same terms as those to exisbngpwers. Commitments generally
have fixed expiration dates and require paymeatfef. Since some commitments are expected toeexpir
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PMC COMMERCIAL TRUST
NOTES TO FINANCIAL STATEMENTS

NOTE 9. COMMITMENTS AND CONTINGENCIES: (CONTINUED)

without being drawn upon, the total commitment antsulo not necessarily represent future cash rexmeints. To the extent the Company
has available funds, an additional $11.9 milliom@mmitments in the lodging industry presently ebby the Investment Manager, with a
weighted average interest rate of 10.74% will bedfd by the Company. Pursuant to the Investmentljlement Agreement, should the
Company not have funds available for commitmentshsommitments will be referred to affiliated ¢es.

In the normal course of business, the Companylipestito various proceedings and claims, the réisolwf which will not, in management's
opinion, have a material adverse effect on the Gayg financial position or results of operations.

NOTE 10. NOTES PAYABLE:

During 1995, the Company completed an arrangeneera fevolving credit facility providing the Compawith funds to originate loans
collateralized by commercial real estate. This itfadility provides to the Company up to the lesse$20 million or an amount equal to 5(

of the value of the underlying property collatezalg the borrowings. At December 31, 1995, the Camyghad $7.9 million outstanding un
the credit facility with availability of an additial $12.1 million. The Company is charged inteogsthe balance outstanding under the credit
facility, at the option of the Company, at eithiee prime rate of the lender less 50 basis poin00rbasis points over the 30, 60 or 90 day
LIBOR. At December 31, 1995, the weighted averagerést rate on short-term borrowings under thelvénvg credit facitlity was 8.2%.

NOTE 11. FAIR VALUES OF FINANCIAL INSTRUMENTS:

The estimated fair values of the Company's findregruments are as follows:

Carrying Fair
Amount Value
Assets:
Loans receivable, net $59,129,536 $60,505,163
Cash equivalents 173,679 173,679
Cash 33,504 33,504
Other Assets 436,445 436,445
Liabilities:
Notes payable 7,920,000 7,920,000
Other liabilities 3,553,237 3,553,237

(a) Loans receivable, net

The estimated fair value for all fixed rate loasestimated by discounting the estimated cash fleirgy the current rate at which similar
loans would be made to borrowers with similar dreatings and maturities.

The impact of delinquent loans on the estimatiotheffair values described above is not considarddve a material effect and accordingly,
delinquent loans have been disregarded in the tratumethodologies employed.

(b) Cash equivalents

The carrying amount is a reasonable estimatiomiofvalue.
(c) Cash

The carrying amount is a reasonable estimatiomiofvalue.
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PMC COMMERCIAL TRUST
NOTES TO FINANCIAL STATEMENTS

NOTE 11. FAIR VALUES OF FINANCIAL INSTRUMENTS: (CON TINUED)
(d) Other assets

The carrying amount is a reasonable estimatiomiofvalue.

(e) Notes payable

The carrying amount is a reasonable estimatiomaiof/alue since amounts due under the revolvinditfacility are variable rate, short term
obligations.

(f) Other liabilities
The carrying amount is a reasonable estimatiomiof/alue.
NOTE 12. QUARTERLY FINANCIAL DATA: (UNAUDITED)

The following represents selected quarterly finahdata of the Company; which in the opinion of sgement, reflects adjustments
(comprising only normal recurring adjustments) rsseey for fair presentation.

19 95
Earnings Per
Revenues Net Income Share
First Quarter ....... $1,421,548 $1,185,124 $ 034
Second Quarter . ... ... 1,414,668 1,128,282 0.33
Third Quarter .. ..... 1,591,744 1,254,743 0.36
Fourth Quarter . ....... 1,802,455 1,327,875 0.39
$6,230,415 $4,896,024 $ 142
19 94
Earnings Per
Revenues Net Income Share
First Quarter ....... $ 490,596 $ 410,606 $ 0.12
Second Quarter . ... ... 778,500 665,075 0.19
Third Quarter .. ..... 1,231,607 1,125,493 0.33
Fourth Quarter ... ..... 1,190,069 998,968 0.29
$3,690,772 $ 3,200,142 $ 0.93

NOTE 13. SUBSEQUENT EVENT:

On March 12, 1996, a special purpose affiliatehef Company, PMC Commercial Receivable Limited Rasinp, a Delaware limited
partnership formed on March 7, 1996 (the "Partriptyhcompleted a private placement of $29,500,60ifs Fixed Rate Loan Backed Notes,
Series 1996-1 (the "Notes"). The Company ownsgctiyrer indirectly, all of the partnership interestf the Partnership. The Notes, issued at
par, which mature in 2016 and bear interest atateof 6.72% per annum, are collateralized by @agprately $39.7 million of loans
contributed by the Company to the Partnershipoimection with this private placement, the Notesengven a rating of "AA" by Duff and
Phelps Credit Rating Co.. The loans were originategurchased by the Company in accordance witiCdmapany's lending strategy and
underwriting criteria. The Partnership has the esiwle obligation for the repayment of the Noteg| e holders of the Notes have no
recourse to the Company or its assets in the eferdnpayment. The net proceeds from this issuahtiee Notes (approximately $27.1
million after giving effect to costs of $500,000daa $1.9 million deposit held by the trustee atatedal) were distributed to the Company in
accordance with its partnership interest in tharfeaship. The Company used such proceeds to pag datgtanding borrowings under the
Company's credit facility and intends to make dddél loans in accordance with its lending criteria
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EXHIBIT INDEX

Exhibit
Number Description
*3.1 Declaration of Trust
*3.1(a) Amendment No. 1 to Dec laration of Trust
**3.1(b) Amendment No.2 to Dec laration of Trust
*3.2 Bylaws
*4, Instruments defining t he rights of security holders. The instruments file d in response to
items 3.1 and 3.2 are incorporated in this item by reference.
*10.1 Investment Management Agreement between the Company and PMC Advisers, Inc
*10.2 1993 Employee Share Op tion Plan
*10.3 1993 Trust Manager Sha re Option Plan
*10.4 Form of Dividend Reinv estment Plan
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REVOLVING CREDIT NOTE
$20,000,000.00 October 18, 1995

FOR VALUE RECEIVED, on or before May 12, 1997 ("Méty Date”) PMC COMMERCIAL TRUST ("Borrower"), daehereby
unconditionally promise to pay to the order of BAKINE, TEXAS, NATIONAL ASSOCIATION ("Bank"), at iteffices in Tarrant County,
Texas at 500 Throckmorton, Fort Worth, Texas 76182 principal amount of TWENTY MILLION AND NO/10DOLLARS
($20,000,000.00) ("Total Principal Amount"), or Bulzmount less than the Total Principal Amount whscbutstanding from time to time if
the total amount outstanding hereunder is lessttiaii otal Principal Amount, in lawful money of thimited States of America, together with
interest on such portion of the Total Principal Ambwhich has been drawn until paid at the ratesapaum provided below.

1. Definitions. For purposes of this Note, unldms ¢ontext otherwise requires, the following teghall have the definitions assigned to such
terms as follows:

"Adjusted Base Rate" shall mean a rate equal toetimainder of (i) the Base Rate, less (ii) one-batine percent (.5%) per annum.

"Adjusted LIBOR Rate" shall mean with respect tolelmterest Period, on any day thereof an amoumletlq the sum of (i) two percent
(2%), plus,

(i) the quotient of (a) the LIBOR Rate with respezsuch Interest Period, divided by (b) the radar of 1.0 less the Reserve Requireme
effect on such day. Each determination by BankefAdjusted LIBOR Rate shall, in the absence ofifeanerror, be conclusive and bindil

"Base Rate" shall mean the Prime Rate of inter@sapnum as published from time to time in MoneyeRan The Wall Street Journal (or if
such Prime Rate is not published in The Wall Stdeetrnal, such other comparable rate of interdsttesl by the Bank in its sole discretion
and published in a comparable financial publication

"Base Rate Balance" shall mean that portion optirecipal balance of this Note bearing interest edite based upon the Adjusted Base Rate.

"Business Day" shall mean any day other than ar@ayu Sunday or, any other day on which nationakbeay associations are authorized to
be closed.

"Consequential Loss" shall mean, with respect tod@er's payment of all or any portion of the thmnstanding principal amount of any
LIBOR Balance on a day other than the last dayefibterest Period related thereto, any loss,moskpense incurred by Bank in
redepositing such principal amount, including thmof (i) the interest which, but for such paymddnk would have earned in respect of
such principal amount so paid, for the remaindehefinterest Period applicable to such sum, regiu€®&ank is able redeposit such principal
amount so paid for the balance of such Intereso®gby the interest earned by Bank as a resudbatdepositing such principal amount plus
(il) any expense or penalty incurred by Bank orepabiting such principal amount.
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"Contract Rate" shall mean a rate of interest bagpeoh the Adjusted LIBOR Rate or Adjusted Base Ragdfect at any time pursuant to an
Interest Notice.

"Dollars" shall mean lawful currency of the UnitBthtes of America.

"Event of Default” shall mean the (a) failure ofrBower to pay any installment of principal of otérest on this Note to Bank when due, (b)
the occurrence of an event of default specifiednn of the other Loan Documents, or (c) the bartksupr insolvency of, the assignment for
the benefit of creditors by, or the appointmenaaéceiver for any of the property of, or the laption, termination, or dissolution of, any
party liable for the payment of this Note, whethemaker, endorser, guarantor, surety or otherwise.

"Excess Interest Amount" shall mean, on any dagamount by which

(i) the amount of all interest which would haveraed prior to such date on the principal of thigé\dad the applicable Contract Rate at all
times been in effect without limitation by the Maxim Rate, exceeds (ii) the aggregate amount afeistt@ccrued on this Note on or prior to
such date.

"Interest Notice" shall mean the notice given byrBwer to Bank of the Interest Options selectectieder. Each Interest Notice shall spe
the Interest Option selected, the amount of theighprincipal balance of this Note to bear inteegghe rate selected and, if the Adjusted
LIBOR Rate is specified, the length of the applledinterest Period. An Interest Notice may be writor oral (if promptly confirmed
thereafter in writing) and Bank is hereby authatiaed directed to honor all telephonic Interestidést from any person authorized to request
advances hereunder.

"Interest Option" shall have the meaning assignezlith term in paragraph 6 hereof.

"Interest Payment Date" shall mean (i) in the a#fs¢be Base Rate Balance, January 1, 1996, April996, July 1, 1996, October 1, 1996,
January 1, 1997, April 1, 1997, and on the Matubite, and (ii) in the case of any LIBOR Balanbe, last day of the corresponding Interest
Period with respect to such LIBOR Balance and tha&unity of this Note.

"Interest Period" shall mean, with respect to alBQ@R Balance, a period commencing: (i) on any aatech, pursuant to an Interest Notice,
the principal amount of such LIBOR Balance begmadcrue interest at the Adjusted LIBOR Rate, ipti{e Business Day following the last
day of the immediately preceding Interest Perioth@case of a rollover to a successive Interesbvdand ending 30, 60 or 90 days theres
as Borrower shall elect in accordance with the jsioxs hereof; provided, that: (A) any Interesti®&which would otherwise end on a day
which is not a LIBOR Business Day shall be extendetthe succeeding LIBOR Business Day and (B) atgrést Period which would
otherwise end after the Maturity Date shall endrenMaturity Date.

"LIBOR Balance" shall mean any principal balancehi$ Note which, pursuant to an Interest Noticsars interest at a rate based upon the
Adjusted LIBOR Rate for the Interest Period spedifin such Interest Notice.

"LIBOR Business Day" shall mean a day on which igalin Dollars are carried out in the London ibterk Eurodollar market.

"LIBOR Rate" shall mean, with respect to each lkesePeriod, the rate of interest per ant



at which deposits in Dollars are offered by thean&jpndon clearing banks, as reported by Knighteleichews service (or such other similar
news reporting service as Bank may subscribe tioeatime such LIBOR Rate is determined), in thedaminterbank Eurodollar market for a
period of time equal or comparable to such IntelPestod and in an amount equal to or comparabileet@rincipal amount of the LIBOR
Balance to which such Interest Period relates.[IBOR Rate for such Interest Period to which iatek, shall (i) be determined as of 11:00
a.m. (London, England time) on the first LIBOR Bwess Day of such Interest Period, and (ii) shalidemded upward, if necessary, to the
nearest one-one hundredth of one percent.

"Loan Agreement" shall mean that certain Loan Agreet dated May 12, 1995 by and between Bank antb®er, as amended by First
Amendment of even date herewith.

"Loan Documents" shall mean this Note, the Loaneggnent and all other documents evidencing, secuyimgerning, guaranteeing and/or
pertaining to this Note.

"Maximum Rate" shall mean, with respect to the boldereof, the maximum nonusurious interest ramy, that at any time, or from time to
time, may be contracted for, taken, reserved, @thrgr received on the indebtedness evidencedidtte under the laws which are
presently in effect in the United States and tlaeSof Texas applicable to such holder and suckbitediness or, to the extent permitted by
law, under such applicable laws of the United Stated the State of Texas which may hereafter &éct and which allow a higher
maximum nonusurious interest rate than applicaMs Inow allow. To the extent that TEX. REV. CIV.AIT. ANN. art. 5069-1.04, as
amended (the "Act"), is relevant to any holderhi$ Note for the purposes of determining the Maximiate, each such holder elects to
determine such applicable legal rate under thepfictuant to the "indicated rate ceiling,” from titoetime in effect, as referred to and defi

in article 1.04(a)(1) of the Act; subject, howeuerthe limitations on such applicable ceiling rede to and defined in article 1.04(b)(2) of the
Act, and further subject to any right such holdewyrhave subsequently, under applicable law, to@hdme method of determining the
Maximum Rate. If no Maximum Rate is establishedipplicable law, then the Maximum Rate shall be etjuaighteen percent (18%).

"Regulation D" shall mean Regulation D of the Boaf@overnors of the Federal Reserve System fram tb time in effect and shall inclu
any successor or other regulation relating to veserquirements applicable to member banks of duefal Reserve System.

"Reserve Requirement" shall, on any day, meanpiaientage (expressed as a decimal fraction) whiicheffect on such day, as provided
the Board of Governors of the Federal Reserve 8y&be any successor governmental body) for deténgithe reserve requirements
including without limitation, basic, supplementalarginal and emergency reserves) under RegulatiittDrespect to "Eurocurrency
liabilities" as currently defined in Regulation &, under any similar or successor regulation. kwmppses of this definition, any LIBOR
Balances hereunder shall be deemed "Eurocurreaisijities” under Regulation D without benefit ofaredit for prorations, exemptions or
offsets under Regulation D. Bank's determinatiothefReserve Requirement shall be conclusive.

2 Payments of Interest and Principal. Interesthenunpaid principal balance of this Note shall be dnd payable on each Interest Payment
Date as it accrues and the entire unpaid prin&igknce of this Note, and all accrued but unpaietrast thereon, shall be due and payable on
the Maturity Date



3. Rates of Interest. The unpaid principal of tles@Rate Balance shall bear interest at a ratenpemm which shall from day to day be equal
to the lesser of (i) the Adjusted Base Rate inctfieom day to day, or

(i) the Maximum Rate. The unpaid principal of eadBOR Balance shall bear interest at a rate pauamwhich shall from day to day be
equal to the lesser of (i) the Adjusted LIBOR Ratethe Interest Period in effect with respectucls LIBOR Balance, or (ii) the Maximum
Rate. Each change in the interest rate applicaldeBase Rate Balance shall become effective withidor notice to Borrower automatically
as of the opening of business on the date of shiahge in the Adjusted Base Rate. Interest on thie Khall be calculated on the basis of the
actual days elapsed in a year consisting of 368.day

4. Interest Recapture. If on each Interest Paymatd or any other date on which interest paymenetsexjuired hereunder, Bank does not
receive interest on this Note computed at the @ohfRate because such Contract Rate exceeds erteeded the Maximum Rate, then
Borrower shall, upon the written demand of Bankj, fmaBank in addition to the interest otherwiseuiegd to be paid hereunder, on each
Interest Payment Date thereafter, the Excess Bit&mount (calculated as of such later Interesinfayt Date); provided that in no event s
Borrower be required to pay, for any Interest R&rinterest at a rate exceeding the Maximum Rdéz#fe during such period.

5. Interest on Past Due Amounts. To the extentirieyest is not paid on or before the fifth dayeaft becomes due and payable, Bank me

its option, add such accrued but unpaid interesitd@rincipal of this Note. Notwithstanding anytfpiherein to the contrary, upon an Event of
Default or at maturity, whether by acceleratiorotirerwise, all principal of this Note shall, at tygtion of Bank, bear interest at the Maxirr
Rate until paid.

6. Interest Option. Subject to the provisions hgrBorrower shall have the option (an "Interestiopt) of having designated portions of the
unpaid principal balance of this Note bear inteegst rate based upon the Adjusted LIBOR Rate gugteld Base Rate as provided in
paragraph 3 hereof; provided, however, that thectieh of the Adjusted LIBOR Rate for a particulaterest Period shall not be for less than
$10,000.00 of unpaid principal or an integral nplétithereof. The Interest Option shall be exerciegtie manner provided below:

(i) At Time of Borrowing. Contemporaneously withcharequest for an advance by Borrower under Pgoaddnerein, Borrower shall give
Bank an Interest Notice indicating the initial Irest Option selected with respect to the prindijzdance of such advance.

(i) At Expiration of Interest Periods. On or befahe day of termination of any Interest PeriodirBaer shall give Bank an Interest Notice
indicating the Interest Option to be applicablé¢h® corresponding LIBOR Balance upon the expiratibsuch Interest Period. If the required
Interest Notice shall not have been timely recelvgdank prior to the expiration of the then-relevbnterest Period, Borrower shall be
deemed to have selected a rate based upon thetédljBase Rate to be applicable to such LIBOR Ba&apon the expiration of such Inter
Period and to have given Bank notice of such select

(iii) Conversion From Adjusted Base Rate. During aariod in which any portion of the principal hef&ears interest at a rate based upon
the Adjusted Base Rate, Borrower shall have tha,rign any Business Day (the "Conversion Date"),

to



convert all or a portion of such principal amouini the Base Rate Balance to a LIBOR Balance byngiBank an Interest Notice of such
selection on or before such Conversion Date.

An Interest Notice may be in writing. All writtemtierest Notices are effective only upon receipBbapk. Each Interest Notice shall be
irrevocable and binding upon Borrower.

7. Special Provisions For LIBOR Pricing.

a. Inadequacy of LIBOR Loan Pricing. If Bank detares that, by reason of circumstances affectingrttezbank eurodollar market genera
deposits in Dollars (in the applicable amounts)rarebeing offered to United States financial itugibns in the interbank eurodollar market
for such Interest Period, or that the rate at wikiath Dollar deposits are being offered will not@uiately and fairly reflect the cost to Banl
making or maintaining a LIBOR Balance for the apglile Interest Period, Bank shall forthwith givéic® thereof to Borrower, whereupon
until Bank notifies Borrower that the circumstangasng rise to such suspension no longer existh@ right of Borrower to select an Interest
Option based upon the LIBOR Rate shall be susperateti(ii) Borrower shall be deemed to have comeketach LIBOR Balance to the Base
Rate Balance in accordance with the provisionsdiene the last day of the then-current Interestdeeapplicable to such LIBOR Balance.

b. lllegality. If the adoption of any applicablerarule or regulation, or any change therein, or eimange in the interpretation or
administration thereof by any governmental autipdéntral bank or comparable agency charged Wéhriterpretation or administration
thereof, or compliance by Bank with any requedlicective (whether or not having the force of laafany such authority, central bank or
comparable agency shall make it unlawful or imgassior Bank to make or maintain a LIBOR BalancanB shall so notify Borrower. Upc
receipt of such notice, Borrower shall be deemdthtce converted any LIBOR Balance to the Base BRalance, on either

(i) the last day of the then-current Interest Réedpplicable to such LIBOR Balance if Bank may lallyf continue to maintain and fund such
LIBOR Balance to such day, or (i) immediatelyB#&nk may not lawfully continue to maintain such OR Balance to such day.

8. Extension, Place and Application of Paymenteuhthe principal of, or any interest on, this &lbecome due and payable on any day
other than a Business Day, the maturity theredf blesextended to the next succeeding Business &ayjnterest shall be payable with
respect to such extension. All payments of prifagfaand interest on, this Note shall be madeimful money of the United States of
America in immediately available funds. Paymentsiens Bank by Borrower hereunder shall be appliestl to accrued but unpaid interest
and then to outstanding principal.

9. Advances. Subject to the terms of this Notethrd_oan Agreement, Borrower may request advariédak/@nces") hereunder and make
payments from time to time during the term of tiite, provided that it is understood and agreetittieaaggregate principal amount
outstanding from time to time hereunder shall aoeed the sum of the Total Principal Amount. Thpaid balance of this Note shall incre
and decrease with each new Advance or paymentingzeas the case may be. This Note shall not haekkéerminated or canceled prior to
the Maturity Date, although the entire principaldo@e hereof may from time to time be paid in f8libject to the provisions of this Note and
the Loan Agreement, Borrower may borrow, repay r@tdrrow hereunder from the date hereof until treuvity Date. Each Advance
hereunder shall be in i



amount not less than $10,000.00 or an integraliphaithereof. If any Advance request is receivedayk on or prior to 11:00 a.m. (Fort
Worth, Texas time) on funds designated to accrterést at the Adjusted Base Rate, Bank shall mek#shle at Bank's office in Fort Worth,
Texas not later than 2:00 p.m. (Fort Worth, Texag} on the day of such Advance request (or the sipécified in such request), the amount
of such request in immediately available fundany Advance request is received by Bank after 1&:60 (Fort Worth, Texas time) on funds
designated to accrue interest at the Adjusted Base,. Bank shall make available at Bank's officEart Worth, Texas not later than 2:00
p.m. (Fort Worth, Texas time) on the Business Ditgr ahe day of such request (or a later dateet#jed in such request), the amount of ¢
request in immediately available funds. Each regioesan Advance on funds designated to accrueeastat the Adjusted LIBOR Rate must
be received by Bank on or before the Business pay wvhich the Advance requested is desired by B@roEach request for an Advance
hereunder must be accompanied by an Interest Nfotidhe funds to be advanced thereunder; providediever, if an Interest Notice does
not accompany an Advance request, Borrower shalkleened to have designated the Adjusted Base Ratb.request for an Advance by
Borrower hereunder shall be irrevocable and bindimd@orrower. An Advance request may be writteorai and Bank is authorized and
directed to honor all telephonic requests for Advemfrom any person authorized to request Advaneesunder. Borrower agrees to
indemnify and hold Bank harmless from any lossatility incurred by Bank in connection with honagi any such telephonic or other oral
requests for Advances. All written Advance requeséseffective only upon receipt by Bank.

10. Loan Agreement. This Note is subject to thegeand provisions of the Loan Agreement, whicim@g®iporated herein by reference for all
purposes. The holder of this Note is entitled mlbnefits provided in the Loan Agreement, anchtiider of this Note shall be entitled to the
benefits provided in the Loan Agreement and tofihe Liens, benefits, rights and privileges settf in or otherwise arising under any and
all agreements, instruments, certificates and atbeuments executed or delivered or contemplatée texecuted or delivered in connection
with the Loan Agreement or the transactions thatle subject matter thereof, as any of the sanyebmaenewed, extended, restated,
supplemented, increased, amended or otherwise imbdibm time to time. Unless otherwise expresdfireed herein, terms that are used in
this Note which begin with an initial capital letigncluding, without limitation, the term "Loan Boments") shall have the meanings ascribed
to such terms in the Loan Agreement. Referenceaidento the Loan Agreement for a description ofcihitateral securing the payment of this
Note, a statement of certain of the rights of thkelér of this Note, certain terms and conditionsrugrhich the Maturity Date may be exten
and for other purposes provided herein. Referemaésd made to the Loan Agreement for a statenfargrtain terms and provisions relevant
to this Note but not contained herein includingtheut limitation, Defaults and Events of Defauldgmrepayment terms. Neither the reference
to the Loan Agreement nor the reference to any tarprovisions thereof shall, however, affect opair the absolute and unconditional
obligation of the Maker to pay the principal of antkrest on this Note when due and payable.

11. Prepayments; Consequential Loss. Any prepaymade hereunder shall be made together with &ltést accrued but unpaid on this
Note through the date of such prepayment. Conteamgmusly with each prepayment of principal, Bornoghell give Bank written notic
indicating whether such prepayment is to be appbetie Base Rate Balance or a particular LIBORaBeg. If such notice is not timely
received by Bank, Borrower shall be deemed to Isalected to prepay the Base Rate Balance andy gwins remain after satisfying all of
the Base Rate Balance, the remaining sums shalbpiéed to any LIBOR Balance(s) that Bank determiineits sole



discretion. If Borrower makes any payment of piatiwith respect to any LIBOR Balance on any dagrpo the last day of the Interest
Period applicable to such LIBOR Balance, Borrowsllsreimburse Bank on demand the Consequentiad lrmsurred by Bank as a result of
the timing of such payment. A certificate of Bamttimg forth the basis for the determination of@a€equential Loss shall be delivered to
Borrower and shall, in the absence of manifestreb® conclusive and binding as to such deternunaind amount.

12. Additional Costs . Borrower agrees to pay talBall Additional Costs within ten (10) days of eduat by Borrower from Bank of a
statement setting forth the amount or amounts ddelge basis for the determination from time toetiof such amount or amounts, which
statement shall be conclusive and binding upondeer absent manifest error. Failure on the paBafk to demand compensation for any
Additional Costs in any Interest Period shall nmistitute a waiver of Bank's right to demand conspdéion for any Additional Costs incurred
during any such Interest Period or in any othessghent or prior Interest Period. The term "AddiéibCosts" shall mean such additional
amount or amounts as Bank shall reasonably determilhcompensate Bank for actual costs incurre@bgk in maintaining LIBOR Rates
on the LIBOR Balances or any portion thereof assalt of any change, after the date of this Notepiplicable law, rule or regulation or in
the interpretation or administration thereof bytter compliance by Bank with any request or dixectrom, any domestic or foreign
governmental authority charged with the interpietabr administration thereof (whether or not havihe force of law) or by any domestic or
foreign court changing the basis of taxation ofrpaxts to Bank of the LIBOR Balances or interesttenLIBOR Balances or any portion,
thereof at an Adjusted LIBOR Rate or any other faesmounts payable under this Note or the Loaredgrent (other than taxes imposed on
all or any portion of the overall net income of Raiy the State of Texas or the Federal governmentnposing, modifying or applying any
reserve, special deposit or similar requiremeniragassets of, deposits with or for the accountiedit extended by, or any other acquisition
of funds for loans by Bank, or imposing on Bankilescase may be, or on the London interbank markgbther condition affecting this
Note, the Loan Agreement or the LIBOR Balancessstancrease the cost of Bank making or maintgiridjustable LIBOR Rates wit
respect to the LIBOR Balances or any portion thieoedo reduce the amount of any sum received egivable by Bank under this Note or
Loan Agreement (whether of principal, interest tireowise), by an amount deemed by Bank in good taibe material, but without
duplication for Reserve Requirement.

13. Notices. Except as otherwise specified hesdimotices and requests required or permittedureter shall be in writing and shall be
deemed to have been given when personally delivargtimailed, two Business Days after deposited regularly maintained receptacle for
the United States Postal Service, postage prepajihtered or certified, return receipt requesteldiressed to Borrower or Bank at the
respective addresses determined in accordanceSedtion 9.1 of the Loan Agreement.

14. Legal Fees. If this Note is placed in the haofdsny attorney for collection, or if it is colled through any legal proceeding at law or in
equity or in bankruptcy, receivership or other ¢quoceedings, Borrower agrees to pay all costobéction including, but not limited to,
court costs and reasonable attorneys' fees.

15. Waivers. Borrower and each surety, endorsemamtor and any other party ever liable for payneériny sums of money payable on this
Note, jointly and severally waive presentment aachdnd for payment, protest, notice of protestnind@ to accelerate, acceleration and-
payment,



or other notice of default, and agree that thaiility under this Note shall not be affected by a@newal or extension in the time of payment
hereof, or in any indulgences, or by any releasghange in any security for the payment of thise\and hereby consent to any and all
renewals, extensions, indulgences, releases ogebaregardless of the number of such renewalsnsixins, indulgences, releases or
changes; provided, however, this Note may not berai®d or modified except by a written instrumeghed by the Borrower and the holder
hereof.

No waiver by Bank of any of its rights or remedimeseunder or under any other document evidencirsgauring this Note or otherwise sf
be considered a waiver of any other subsequentoigtemedy of Bank; no delay or omission in thereise or enforcement by Bank of any
rights or remedies shall ever be construed as @ewaf any right or remedy of Bank; and no exercsenforcement of any such rights or
remedies shall ever be held to exhaust any rightrmedy of Bank.

16. Remedies. Upon the occurrence of any Eveneddldt that is not cured within the time, if anyopided for in the Loan Documents, the
holder hereof may, at its option, (i) declare thére unpaid balance of principal and accrued Iyaid interest on this Note to be
immediately due and payable, (ii) refuse to advamgeadditional amounts under this Note,

(iii) foreclose all liens securing payment herdof) pursue any and all other rights, remedies redurses available to the holder hereof,
including but not limited to, any such rights, rafies or recourses under the Loan Documents, abtamequity, or (v) pursue any
combination of the foregoing.

17. Spreading. Any provision herein, or in any duoeat securing this Note, or any other documentueeicor delivered in connection
herewith, or in any other agreement or commitmehgther written or oral, expressed or implied h® tontrary notwithstanding, neither
Bank nor any holder hereof shall in any event kéled to receive or collect, nor shall or may amtsureceived hereunder be credited, so that
Bank or any holder hereof shall be paid, as inteeesum greater than the maximum amount perniityeabplicable law to be charged to the
person, partnership, firm or corporation primadhligated to pay this Note at the time in questlbany construction of this Note or any
document securing this Note, or any and all otlareps, agreements or commitments, indicate a difteight given to Bank or any holder
hereof to ask for, demand or receive any larger asiinterest, such is a mistake in calculation ardimg which this clause shall override and
control, it being the intention of the parties thds Note and all other instruments securing nnent of this Note or executed or delivered
in connection herewith shall in all things complitmthe applicable law and proper adjustments sh#tbmatically be made accordingly. In
the event that Bank or any holder hereof ever vesgicollects or applies as interest, any sum ¢egx of the Maximum. Rate, if any, such
excess amount shall be applied to the reductidheotinpaid principal balance of this Note, andhi$ tNote is paid in full, any remaining
excess shall be paid to Borrower. In determiningtivér or not the interest paid or payable, undgrsaecific contingency, exceeds the
Maximum Rate, if any, Borrower and Bank or any leolbereof shall, to the maximum extent permittedeurapplicable law: (a) characterize
any nonprincipal payment as an expense or feerrdthn as interest, (b) exclude voluntary prepaysiand the effects thereof, (c) "spread"
the total amount of interest throughout the engren of this Note; provided that if this Note isghand performed in full prior to the end of
the full contemplated term hereof, and if the iagtreceived for the actual period of existenceettfeexceeds the Maximum Rate, if any,
Bank or any holder hereof shall refund to Borrotter amount of such excess, or credit the amousticii excess against the aggregate
unpaid principal balance of all advances made byBiink or any holder hereof under this Note atithe in question



18. Choice of Law. This Note is being executed @glivered, and is intended to be performed in tfaeSof Texas. Except to the extent that
the laws of the United States may apply to the sénereof, the substantive laws of the State of $skall govern the validity, construction,
enforcement and interpretation of this Note. Ingkient of a dispute involving this Note or any otimstruments executed in connection
herewith, the undersigned irrevocably agrees thatg for such dispute shall lie in any court of petant jurisdiction in Tarrant County,
Texas.

19. Renewal. This Note renews the principal andwusztunpaid interest as of the date hereof undercirtain Revolving Credit Note ("Prior
Note") dated May 12, 1995, in the stated princgrabunt of $10,000,000 executed by Maker and payahtee order of Bank. The fir
payment of interest under this Note shall includeraed and unpaid interest which accrued prioh¢odate hereof under the Prior Note.

PMC COMMERCIAL TRUST

By: /s/ Jan F. Salit

Title: Executive Vice President
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NOTE PURCHASE AGREEMENT

$29,500,000
PMC COMMERCIAL RECEIVABLE LIMITED PARTNERSHIP
FIXED RATE LOAN BACKED NOTES, SERIES 1996-1

Dated as of March 12,1996

Ladies and Gentlemen:

PMC COMMERCIAL RECEIVABLE LIMITED PARTNERSHIP, a Daware limited partnership (the "ISSUER"), and PMC
COMMERCIAL TRUST, a Texas real estate investmeamstt("PCC"), hereby agree with you as follows:

1. ISSUANCE AND SALE OF NOTES, ETC.
1.1 ISSUANCE OF NOTES.

Pursuant to the Indenture, the Issuer will exeantd deliver to the Trustee, and cause the Trustaathenticate and deliver, $29,500,000 in
aggregate principal amount of the Issuer's Fixet# Raan Backed Notes, Series 1996-1 (collectivisly,"NOTES").

1.2 THE CLOSING.

(a) SALE AND PURCHASE OF NOTES. The Issuer heretpeas to sell to you and you hereby agree to paecfram the Issuer, in
accordance with the provisions hereof, the aggesgancipal amount of Notes set forth below youmezon Annex 1 at one hundred percent
(100%) of the principal amount thereof.

(b) THE CLOSING. The closing (the "CLOSING") of thesuer's sale of Notes will be held on March 186l (the "CLOSING DATE") at
9:00 a.m., local time, at the offic



of Winstead Sechrest & Minick P.C., 5400 Renaissarmwer, 1201 EIm Street, Dallas, Texas 75270hAtGlosing, the Issuer will cause the
Trustee to deliver to you one or more Notes (akaidd below your name on Annex 1), in the denotiona indicated on Annex 1, in the
aggregate principal amount of your purchase, détedlosing Date and payable to you or payabledisated on Annex 1, against payment
by federal funds wire transfer in immediately aabie funds of the purchase price thereof, as diceloy the Issuer on Annex 2.

(c) OTHER PURCHASERS. Contemporaneously with thecakion and delivery hereof, the Issuer and PC@arering into a separate Note
Purchase Agreement identical (except for the namdesynature of the purchaser) hereto (this Agredrmed such other separate Note
Purchase Agreements, collectively, the "NOTE PURGHAGREEMENTS") with each other purchaser (coliesi, the "OTHER
PURCHASERS") listed on Annex 1, providing for tlaesto each Other Purchaser of Notes in the agtgegacipal amount set forth below
its name on such Annex. The sales of Notes to ypou@each Other Purchaser are to be separate sales

1.3 FAILURE TO TENDER, FAILURE OF CONDITIONS.

If at the Closing the Issuer fails to cause thesTeaa to tender to you the Notes to be purchasgwibyhereat, or if the conditions specified in
Section 3 and Attachment B to be fulfilled at tHe<ing have not been fulfilled, you may thereuptateto be relieved of all further
obligations hereunder. Nothing in this Section £8¢tion 3 or Attachment B shall operate to religneelssuer or PCC from any of their
respective obligations hereunder or to waive anyooifr rights against the Issuer or PCC.

1.4 EXPENSES.

(2) GENERALLY. Whether or not the Notes are safe Issuer will promptly (and in any event within @8ys of receiving any statement or
invoice therefor) pay all fees, expenses and aesdsing to the purchase and sale of the Notedtmndxecution and delivery of the
Transaction Documents and any amendments or matidits thereto, including, but not limited to:

(i) the cost of reproducing the Transaction Docuts@md the other documents delivered in conneetitinthe Closing;
(i) the reasonable fees and disbursements of eBltlin, your special counsel, incurred in connenttherewith;
(iii) the cost of delivering to your home office oustodian bank, insured to your satisfaction Nb&es purchased by you at the Closing; and
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(iv) the out-of-pocket fees, expenses and costwiad in complying with each of the conditions toesing specified in Section 3 and
Attachment B.

(b) COUNSEL. Without limiting the generality of tfieregoing, it is agreed and understood that teedswill pay, at the Closing, the
statement for reasonable fees and disbursememgtgiopecial counsel presented at the Closing laadissuer will also pay upon receipt of
any statement therefor each additional statememefsonable fees and disbursements of your spemiaksel rendered after the Closing in
connection with the issuance and sale of the Natelsthe other matters referred to in Section 1.4(a)

(c) SURVIVAL. The obligations of the Issuer undbist
Section 1.4 shall survive the payment of the Natas the termination hereof.

2. REPRESENTATIONS AND WARRANTIES
2.1 REPRESENTATIONS AND WARRANTIES OF THE ISSUER BANPCC.

To induce you to enter into this Agreement anduicpase and pay for the Notes to be delivered toagdhe Closing, the Issuer and PCC
make the representations and warranties set foitachment A, effective as of the date of theiés's and PCC's execution of this
Agreement and as of the Closing Date, which arerparated herein by reference with the same fonceedfect as though set forth herein in
full.

2.2 REPRESENTATIONS OF PURCHASER.
You represent to the Issuer and PCC that:

(&) you are an "insurance company" (as such tedefiged in section 2(13) of the Securities Act &od are purchasing the Notes listed on
Annex 1 below your name for your own account, artfi@ account of one or more separate accountstaiada by you, for investment
purposes only and with no present intention ofritisting the Notes or any part thereof, but withprgjudice to your right at all times to (i)
sell or otherwise dispose of all or any part of Hwes in compliance with the Securities Act arel idquirements of the Indenture and (ii)
have control over the disposition of all of yousets to the fullest extent required by any appleaisurance law; and

(b) at least one of the following statements isusat® as to each source of funds (a "SOURCE") taskee by you to pay the purchase price of
the Notes to be purchased by you hereunder:

(i) the Source is your general account assets hngl@irements for an exemption under Departmémntator Prohibited Transaction
Exemption 95-60 (60 F.R. 35925, July 12, 1995) Hasen satisfied, provided that in making such
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representation you are relying on the Issuer'sR®@'s representations set forth in Section A.4f{&tachment A and the related disclosure
of "employee benefit plans" set forth in Part A)4§dAnnex 3; or

(i) the Source is a "separate account" (as definesction 3 of ERISA) that is comprised of onermre employee benefit plans each of
which

(A) has a participation of less than 10% in sugtasate account, or

(B) has been identified by you to the Issuer irtiwgi and with respect to which the Issuer and PElby represents and warrants that, as of
the Closing Date, neither the Issuer, PCC nor dRiSB Affiliate is a "party in interest” (as definéd section 3 of ERISA) or a "disqualified
person” (as defined in section 4975 of the IRChwétspect to any plan so identified.

3. CLOSING CONDITIONS

Your obligations under this Agreement, including tbligation to purchase and pay for the Notestddlivered to you at the Closing, are
subject to the conditions precedent set forth imétment B, which are incorporated herein by refegenith the same force and effect as
though set forth herein in full, and the failuresofch conditions to be satisfied shall, at youct@a, relieve you of all such obligations.

4. INTERPRETATION OF THIS AGREEMENT

4.1 TERMS DEFINED.

As used in this Agreement and the Annexes, Attactisn@nd Exhibits hereto, the following terms hawe eanings specified below:
CLOSING -- has the meaning specified in Sectiorh).2

CLOSING DATE -- has the meaning specified in Sectid?(b).

CODE -- has the meaning specified in Scheduletlhdédndenture.

CONTRIBUTION AGREEMENT -- means the Contribution iegment, dated as of March 12, 1996, between suedsind PCC, as it may
be amended, supplemented or otherwise modified fimm to time.

ERISA -- means the Employee Retirement Income $&gcdAict of 1974, as amended from time to time.
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ERISA AFFILIATE -- means PCC and all corporatiotrades or businesses (whether or not incorporated pther Persons that, together
with PCC, are treated as a single employer undeseition
414(b), section 414(c), section 414(m) or sectibh(d) of the Code or Title | or Title IV of ERISA.

GENERAL PARTNER -- has the meaning specified in&itlie 1 to the Indenture.

INDENTURE -- means the Trust Indenture, dated adafch 12, 1996, between the Issuer and Bank Oust Gompany, NA as Trustee, as
it may be amended, supplemented or otherwise neadifom time to time.

ISSUER -- has the meaning specified in the intréalycparagraph.
LOAN FILE -- has the meaning specified in Schedute the Indenture.

MATERIAL ADVERSE EFFECT -- means a material adveesfect on
(a) the business. operations, affairs, financialdition, assets or properties of the Issuer or RBthe ability of the Issuer or PCC to perfc
their respective obligations under the Transadflonuments or (c) the validity or enforceabilityasfy of the Transaction Documents.

NOTEHOLDER-- has the meaning specified in Schedule 1 torideriture.

NOTE PURCHASE AGREEMENT-- has the meaning specified in
Section 1.2(c).

NOTE REGISTEF-- has the meaning specified in Schedule 1 toniderture.

NOTES-- has the meaning specified in Section 1.1.

OTHER PURCHASERS-- has the meaning specified ini@ed.2(c).

OUTSTANDING NOTE AMOUNT -- has the meaning spedifie@ Schedule 1 to the Indenture.
PCC -- has the meaning specified in the introdycparagraph.

PERSON -- has the meaning specified in Schedubetiiet Indenture.

PLACEMENT AGENT -- has the meaning specified in &ttile 1 to the Indenture.

PLACEMENT MEMORANDUM -- means the Preliminary Confidential Private Placen@ffering Memorandum, dated November 13, 1!
with respect to the Notes.

PURCHASERS -- means you and the Other Purchasers.
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REGISTRAR -- has the meaning specified in Schedlutethe Indenture.

REQUIRED NOTEHOLDERS -- has the meaning specifire@chedule 1 to the Indenture.
SECURITIES ACT -- means the Securities Act of 1988amended.

SERVICER -- has the meaning specified in Schedutethhe Indenture.

SERVICING AGREEMENT --means the Servicing Agreement, dated as of Ma2¢chi996, among Bank One Trust Company, NA as Te
and Supervisory Servicer, the Issuer and PCC adc8eras it may be amended, supplemented or otbemvodified from time to time.

SOURCE -- has the meaning specified in Sectiorb.2(
SUPERVISORY SERVICER -- has the meaning specifieBdhedule 1 to the Indenture.

SUPERVISORY SERVICING AGREEMENT -- means the Sujmary Servicing Agreement, dated as of March 1361@mong Bank One
Trust Company, NA, as Trustee and Supervisory Serythe Issuer and PCC as Servicer, as it maynea@ed, supplemented or otherwise
modified from time to time.

TRANSACTION DOCUMENTS -- has the meaning specifiedschedule 1 to the Indenture.
TRUSTEE -- has the meaning specified in Schedutetthe Indenture.

TRUST ESTATE -- has the meaning specified in Scheduo the Indenture.

4.2 GOVERNING LAW.

THIS AGREEMENT SHALL BE GOVERNED BY, AND CONSTRUEBND ENFORCED IN ACCORDANCE WITH, THE LAW OF
THE STATE OF TEXAS, EXCLUDING CHOICE-OF-LAW PRINCIFEES OF THE LAW OF SUCH STATE THAT WOULD REQUIRE
THE APPLICATION OF THE LAWS OF A JURISDICTION OTHERHAN SUCH STATE.

4.3 SECTION HEADINGS AND TABLE OF CONTENTS AND CONRUCTION.

(a) SECTION HEADINGS AND TABLE OF CONTENTS, ETC. &Hitles of the Sections of this Agreement andTthkle of Contents of th
Agreement appear as a matter of convenience oalgpticonstitute a part hereof and shall not affeetconstruction hereof. The words
"herein," "hereof," "hereunder" and "hereto" refethis Agreement as a whole and not to any pdaticsection or other subdivision. Unless
otherwise
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specified, references to Sections are to SectibtiissAgreement, references to Annexes are to Aes¢o this Agreement, references to
Attachments are to Attachments to this Agreemedtraferences to Exhibits are to Exhibits to thigeement.

(b) CONSTRUCTIONS. Each provision contained hesgtiall be construed (absent an express contraryswovherein) as being independ
of each other provision contained herein, and c@mpé with any one provision shall not (absent sautlexpress contrary provision) be
deemed to excuse compliance with one or more @itosisions.

5. MISCELLANEOUS
5.1 COMMUNICATIONS.

All notices, requests, complaints, demands andr attvmunications under the Note Purchase Agreemmhitse given in the manner and
with the effect provided in Section 12.4 of thedntlre or, in the case of any communication to AG@@e manner and with the effect
provided in Section 14 of the Contribution Agreemen

5.2 REPRODUCTION OF DOCUMENTS.

The Transaction Documents and all related documerdsiding (a) consents, waivers, amendments, lsupmts and modifications that may
subsequently be executed, (b) documents receivgdiopt the Closing of your purchase of the Note®épt the Notes themselves) and (c)
financial statements, certificates, reports aneroitimformation previously or subsequently furnistegou, may be reproduced by you by any
photographic, photostatic, microfilm, microcard nmature photographic or other similar process amdmay destroy any original document
so reproduced. The Issuer and PCC each agreeipuldt that any such reproduction shall, to theemixpermitted by applicable law, be
admissible in evidence as the original itself iy ardicial or administrative proceeding (whethemot the original is in existence and whether
or not the reproduction was made by you in the lsrgrourse of business) and that any enlargemacgirhile or further reproduction of the
reproduction shall likewise be admissible in evicken

5.3 SUCCESSORS AND ASSIGNS.

This Agreement shall inure to the benefit of andieling upon the successors and assigns of edtle plarties hereto. The provisions of the
Note Purchase Agreements are intended to be fdyahefit of the Noteholders from time to time, ahe applicable Note Purcha

Agreement shall be enforceable by any such Notehpldhether or not an express assignment of righder any Note Purchase Agreement
has been made by any Purchaser or its succesassign.
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5.4 AMENDMENT AND WAIVER.

The Note Purchase Agreements may be amended, athskervance of any term of the Note Purchase Agrets may be waived, with (and
only with) the written consent of the Issuer, PG ¢the Required Noteholders (provided that no sumbndment or waiver of any of the
provisions of Section 1.2(a), Section 2, SectioAtBachment A, Attachment B or any defined ternuasd therein shall be effective as to you
unless consented to by you in writing, and furtlieait no such amendment or waiver shall, withoethitten consent of the Noteholders
holding 100% of the Outstanding Note Amount, amiigl Section 5.4). Executed or complete and corepies of any amendment or wai
effected pursuant to the provisions of this Seciighshall be delivered by the Issuer to each Natieln promptly following the date on which
such amendment or waiver shall become effective.

5.5 SURVIVAL.

The Issuer and PCC agree that the representati@nsgnties and agreements made or deemed to bebyddem in the Transaction
Documents or in any certificate or other instrumagltvered pursuant thereto on or prior to the DipHate have been relied upon by you,
notwithstanding any investigation heretofore oreladter made by you or on your behalf, without whiepresentations, warranties and
agreements you would not have executed and detihie Agreement, and that such representationsaniges, and agreements shall sun
the delivery and payment for the Notes and shattinae in full force and effect for your benefitchthe benefit of any subsequent
Noteholders until all Notes are paid in ft

5.6 DUPLICATE ORIGINALS, EXECUTION IN COUNTERPARTETC.

Two or more duplicate originals hereof may be sibbg the parties, each of which shall be an origi all of which together shall
constitute one and the same instrument. This Agee¢may be executed in one or more counterpartsiaatibe effective when at least one
counterpart shall have been executed by each pargto, and each set of counterparts that, collelgtishow execution by each party hereto
shall constitute one duplicate original.

[REMAINDER OF PAGE INTENTIONALLY BLANK; NEXT PAGE | S SIGNATURE PAGE.]
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If this Agreement is satisfactory to you, pleasénsticate by signing the acceptance on a countehgaeof and returning such counterpart to
the Issuer, whereupon this Agreement shall becdnuiirty among us in accordance with its terms.

Very truly yours,

PMC COMMERCIAL RECEIVABLE
LIMITED PARTNERSHIP

By: PMC Commercial Corp.,
its General Partner

Name: Jan F. Salit
Title: Executive Vice President

PMC COMMERCIAL TRUST

By:

Name: Jan F. Salit
Title: Executive Vice President

(SIGNATURE PAGE FOR NOTE PURCHASE AGREEMENT IN COERTION WITH THE SALE OF PMC COMMERCIAL
RECEIVABLE LIMITED PARTNERSHIP FIXED RATE LOAN BACKED NOTES, SERIES 1996-1]
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Accepted:

£

ame:
Title:

(SIGNATURE PAGE FOR NOTE PURCHASE AGREEMENT IN COERTION WITH THE SALE OF PMC COMMERCIAL
RECEIVABLE LIMITED PARTNERSHIP FIXED RATE LOAN BACKED NOTES, SERIES 1996-1]
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THIS NOTE WAS OFFERED PURSUANT TO EXEMPTIONS FROMERISTRATION UNDER THE SECURITIES ACT OF 1933, AS
AMENDED (THE "1933 ACT"), AND STATE SECURITIES LAWSAND HAS NOT BEEN REGISTERED WITH THE SECURITIES
AND EXCHANGE COMMISSION OR ANY STATE SECURITIES AUHORITY. NO TRANSFER OR SALE OF THIS NOTE SHALL
MADE UNLESS SUCH TRANSFER OR SALE COMPLIES WITH THEEGISTRATION REQUIREMENTS OF THE 1933 ACT AND
ANY APPLICABLE STATE SECURITIES LAWS OR IS EXEMPTROM THE REGISTRATION REQUIREMENTS OF THE 1933 ACT
AND ANY APPLICABLE STATE SECURITIES LAW. IN THE EVRT THAT THE TRANSFER OF THIS NOTE IS TO BE MADE,
BANK ONE TRUST COMPANY, NA (THE "TRUSTEE") SHALL RRUIRE A CERTIFICATE, ACCEPTABLE TO AND IN FORM ANI
SUBSTANCE REASONABLY SATISFACTORY TO THE TRUSTEEHRT SUCH TRANSFER IS BEING MADE PURSUANT TO AN
EXEMPTION, DESCRIBING THE APPLICABLE EXEMPTION ANO'HE BASIS THEREFOR, FROM SAID ACT AND LAWS OR IS
BEING MADE PURSUANT TO SAID ACT AND LAWS. IF SUCH ERTIFICATE IS NOT IN THE FORM SPECIFIED IN THE
INDENTURE, THE TRUSTEE MAY, PURSUANT TO SECTION Zd& OF THE INDENTURE, REQUIRE AN OPINION OF COUNSEL
TO ESTABLISH COMPLIANCE WITH THE ACT AND OTHER APPICABLE STATE SECURITIES LAWS.

No. $

PMC COMMERCIAL RECEIVABLE LIMITED PARTNERSHIP
FIXED RATE LOAN BACKED NOTES
SERIES 1996-1

PRIVATE PLACEMENT
MATURITY DATE  ISSUE DATE NOTE RATE NUMBER

April 15, 2016  March 12, 1996 6.72% 69348* AA 4

REGISTERED HOLDER:

PRINCIPAL SUM: $

PMC COMMERCIAL RECEIVABLE LIMITED PARTNERSHIP, a Daware limited partnership (herein called the "&3) for value
received, hereby promises to pay to the registewater identified above or registered assigns (Hader" or "Noteholder"), on or before the
Maturity Date set forth above (subject to any righprior payment hereinafter mentioned), the ggatsum identified above in lawful mon
of the United States of America, and to pay intettesreon in like money, until payment of such pifi@l sum, at the Note Rate per annum set
forth above. Pursuant to the terms of the Trusétidre dated as of March 12, 1996 (as the sameébmaynended and supplemented, the
"Indenture") between the Issuer and Bank One T@astpany, NA, as Trustee (the "Trustee"), the Isshall pay the Holder on the first
Business Day of each month, commencing on AprlaB6 or the date this Note is due upon acceleratiwhending on the Maturity Date set
forth above (each such date herein called a "PayDate"), the Required Principal Payment (as defiimethe Indenture), accrued interest
and, if applicable, the Make-Whole Amount (as dediiin the Indenture), if any. This Note shall aecinterest during each Interest Accrual
Period at the Note Rate. The term "Interest AccRealod" means, with respect to a Payment Datepehied from and including the
immediately prior Payment Date to but excluding Bragment Date first referred to in this definiti@m, in the case of the first Payment Date,
from and including the Closing Date to but exclgdthe first Payment Date). This Note shall alsaaedinterest on unpaid principal and, to
the extent permitted by applicable law, accruedrigt to the extent such amount has not beenhdittd to the owner of the Note when du
the Default Rate. Principal payments will be madeeach Payment Date from funds on deposit undenghgin defined Indenture.

Payments to the Holder shall be made by check th#il¢he Holder's address as it appears on theregister maintained by the registrar
appointed under the Indenture on the relevant Riebate (or, in the case of each Initial Purchasekffiliate thereof or any Holder of Notes
having an aggregate
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initial principal amount of not less than $1,00@PDy wire transfer of immediately available furidghe account of such Noteholder, if such
Noteholder shall have given the Trustee appropviaitten notice of such account at least five BasgDays prior to the Record D
immediately preceding the Payment Date). Notwithditag any provision herein to the contrary, thestee shall make all distributions on or
with respect to the Notes to the Initial Purchagassdefined in the Indenture), so long as théaliturchasers shall be the registered owners
of the Notes (or any Note exchanged therefor),dnyklwire or interbank transfer of federal or otimemediately available funds to the accc

of the Initial Purchasers specified in Annex Itie Purchase Agreement (as defined in the Indenfarejuch other account as the Initial
Purchasers may from time to time designate in mg)titogether with sufficient information (includjrinterest rate, designation of the Note
and the issuer thereof, total payment and prinapdlinterest portions of such payment) to iderttifyy source of such payment, including the
nominee names in which the Note may be held.

This Note is one of a duly authorized issue of satiethe Issuer designated as PMC Commercial Ldritartnership Fixed Rate Loan Backed
Notes, Series 19-1" (herein called the "Notes"), in the initial aggate principal amount of $29,500,000 issued uaddrsecured by the
Indenture. Reference is hereby made to the Indemtnd all indentures supplemental thereto for arge®n of the rights thereunder of the
owners of the Notes, of the nature and extent@f#curity, of the rights, duties and immunitieshef Trustee and of the rights and obligat

of the Issuer thereunder, to all of the provisiohwhich Indenture the holder of this Note, by gutemce hereof, assents and agrees.

The Issuer hereby certifies that all of the cowndisi, things and acts required to exist, to hav@dapd and to have been performed precedent
to and in the issuance of this Note do exist, Hempened and have been performed in due time,dadimanner as required by the
applicable laws.

This Note shall not be entitled to any benefit urttie Indenture, or become valid or obligatoryday purpose, until the certificate of
authentication hereon endorsed shall have beerdigynthe Trustee. The Notes are issuable onlylsrégistered Notes without coupons.
Subject to the limitations and upon payment ofdharges, if any, provided in the Indenture, Notey tme exchanged at the principal
corporate trust office of the Trustee for a likgeegate principal amount of Notes of the same s@fi®@ther authorized denominations.

The owner of this Note shall have no right to eoéothe provisions of the Indenture or to institéon to enforce the covenants therein, ¢
take any action with respect to any Event of Ddfantler the Indenture, or to institute, appearridefend any suit or other proceeding with
respect thereto, except as provided in the Indentur

The Notes are subject to redemption on any PayData, in whole, but not in part, at the optiontof tssuer at a redemption price equal to
100% of the Outstanding Note Amount (as defineth@lndenture) plus (a) interest accrued duringgattigicable Interest Accrual Period and
any and all past-due interest, and (b) the Make{&/Amount, if any, at any time upon notice as pded in the Indenture.

If an Event of Default shall occur and be contirguwith respect to the Notes, and if the RequireteNolders (as defined in the Indenture)
have requested the Trustee to accelerate the NbteSrustee shall declare the outstanding primapall the Notes, accrued and unpaid
interest thereon and the Make-Whole Amount, if dayge immediately due and payable, by a noticeriting to the Issuer, the Noteholders,
the Servicer (as defined in the Indenture) andstingervisory Servicer (as defined in the Indentwaey, upon any such declaration such
principal, interest and Make-Whole Amount shalldme immediately due and payable. Under certaiugistances specified in the
Indenture, such amounts shall immediately beconeeathd payable without any such declaration. That€rimay sell the Trust Estate or
retain the Trust Estate intact, in either casé@ranner and with the effect provided in the Itdien

The Indenture permits the amendment thereof ancthtidification of the rights and obligations of tlssuer and the rights of Holders of the
Notes under the Indenture at any time by the Issitbrthe consent of the Required Noteholders &mdd in the Indenture) and in cert;
instances only with the
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consent of all Noteholders. The Indenture alsoaostprovisions permitting Holders of specifiedqesrtages in aggregate outstanding
principal amount, on behalf of Holders of all thetdls, to waive compliance by the Issuer with cerpaibvisions of the Indenture and certain
past defaults under the Indenture and their coresemps. Any such consent or waiver by the HoldehisfNote (or any one or more
predecessor Notes) shall be conclusive and bingiog such Holder and upon all future Holders of tiote and of any Note issued upon the
registration of transfer hereof or in exchange fwgrer in lieu hereof whether or not notation otblconsent or waiver is made upon this N
The Indenture contains provisions permitting treeiés and the Trustee to execute supplemental indenadding provisions to, or changing
or eliminating any of the provisions of, the Indenet subject to the limitations set forth in theénture.

The term "Issuer" as used in this Note includessarocessor to the Issuer under the Indenture. filtegfagent or employee of the Issuer or
of any Affiliate of the Issuer, shall in any evédma subject to any personal liability for any payitsesr other amounts due in respect of the
Notes or in respect of any obligations of the jgartinder any of the Transaction Docume

This Note is transferable by the registered owreedf, in person, or by its attorney duly authatirewriting, at the Corporate Trust Office
of the Trustee, but only in the manner, subje¢h&limitations and upon payment of the chargesigeal in the Indenture, and upon surrel
and cancellation of this Note. Upon such transfeew fully registered Note or Notes, of the sam@eseand of authorized denomination or
denominations, for the same aggregate principaluatavill be issued to the transferee in exchargyefor. The Issuer and the Trustee may
treat the registered owner hereof as the absoluteiohereof for all purposes, and the Issuer aeadthstee shall not be affected by any n
to the contrary.

IN WITNESS WHEREOF, PMC COMMERCIAL RECEIVABLE LIMIED PARTNERSHIP has caused this Note to be exedntiésl name
by the manual or facsimile signature of the Pragideny Executive Vice President or the Chief FaiainOfficer of its General Partner and
attested by the manual or facsimile signature ®fShcretary or Assistant Secretary of its GeneaahBr, all as of the Issue Date set forth

above.

PMC COMMERCIAL RECEIVABLE
LIMITED PARTNERSHIP

By: PMC Commercial Corp.,
its General Partner

By:
Jan F. Salit, Executive Vice President

Attest:

g

Barry N. Berlin, Treasurer

-3



CERTIFICATE OF AUTHENTICATION
This is one of the Notes described in the withimtimmed Indenture and has been authenticated sml#te: March 12, 1996.

BANK ONE TRUST COMPANY, NA, as Trustee

By:
Authorized Signatory

[FORM OF ASSIGNMENT]

For value received, the undersigned do(es) herelhyassign and transfer unto the within Note aaed) hereby irrevocably constitute and
appoint attorney, to transfer the same on the bobkse Trustee, with full power of substitutiontlre premises.

Dated:

(Signature)

Social Security Number,
Taxpayer Identification
Number or other Identifyin
Number of Assignee

Notice: The signature(s) to this Assignment mustespond with the name(s) as written on the fagbefvithin Note in every particule
without alteration or enlargement or any changetsdever.
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ARTICLE 5

THIS SCHEDULE CONTAINS SUMMARY FINANCIAL INFORMATION EXTRACTED FROM THE DECEMBER 31, 1995 FORM
10K OF PMC COMMERCIAL TRUST AND IS QUALIFIED IN ITENTIRETY BY REFERENCE TO SUCH FINANCIAL

STATEMENTS.

PERIOD TYPE YEAR
FISCAL YEAR END DEC 31 199
PERIOD START JAN 01 199!
PERIOD END DEC 31 199
CASH 33,50¢
SECURITIES 173,67¢
RECEIVABLES 59,539,60¢
ALLOWANCES 0
INVENTORY 0
CURRENT ASSET¢ 0
PP&E 0
DEPRECIATION 0
TOTAL ASSETS 59,797,27%
CURRENT LIABILITIES 3,694,242
BONDS 7,920,001
COMMON 48,361,25
PREFERRED MANDATORY 0
PREFERREL 0
OTHER SE (178,222
TOTAL LIABILITY AND EQUITY 59,797,27
SALES 0
TOTAL REVENUES 6,230,41!
CGS 0
TOTAL COSTS 0
OTHER EXPENSE¢ 1,112,68
LOSS PROVISION 0
INTEREST EXPENSE 221,70:
INCOME PRETAX 4,896,02.
INCOME TAX 0
INCOME CONTINUING 4,896,02.
DISCONTINUED 0
EXTRAORDINARY 0
CHANGES 0
NET INCOME 4,896,02.
EPS PRIMARY 1.42
EPS DILUTED 1.42
LIncludes current and long term portion of all loa@seivable and related interest receivable
2 Includes the following items not included abov@dther receivables $26,382 (ii) Organization cosét 24,101 ------- $50,483 =======

Includes the following: (i) Dividends payable $185396 (i) Accounts payable 14,175 (jii) Intereaypble 56,267 (iv) Borrower advances
3 579,133 (v) Unearned Commitment fees 599,978 (ug B affiliates 844,786 (vii) Unearned construtinonitoring fees 81,008 ----------
$3,694,243 ==========
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