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PART I. FINANCIAL INFORMATION
Item 1. Financial Statements
MONITRONICS INTERNATIONAL, INC.
CONSOLIDATED BALANCE SHEETS
(In thousands, except share data)
March 31,
2007
(Unaudited)

Assets
Current assets:
Cash and cash equivalents
Accounts receivable, less allowance for doubtful accounts of $1,415 as of March 31, 2007 and $1,763 as of June 30, 2006
Prepaid expenses and other current assets
Total current assets

$

Property and equipment, net
Subscriber accounts, net of accumulated amortization of $485,232 as of March 31, 2007 and $434,095 as of June 30, 2006
Deferred financing costs, net
Goodwill
Total assets

915
7,199
2,760
10,874
11,822
463,913
8,828
14,795
510,232

$

June 30,
2006

$

$

862
6,888
1,154
8,904
10,102
470,112
9,643
14,795
513,556

Liabilities and Shareholders’ Net Capital (Deficiency)
Current liabilities:
Accounts payable
Accrued expenses
Purchase holdbacks
Deferred revenue
Interest payable
Taxes payable
Current portion of long-term debt
Total current liabilities

$

1,835
4,447
7,123
5,777
3,587
1,080
15,057
38,907

Non-current liabilities:
Long-term debt, less current portion
Redeemable preferred stock, net
Total non-current liabilities
Commitments and contingencies
Shareholders’ net capital (deficiency):
Class A common stock, $.01 par value:
Authorized shares – 80,000,000
Issued and outstanding shares – 31,102,317 shares as of March 31, 2007 and June 30, 2006
Class B common stock, $.01 par value:
Authorized shares – 700,000
Issued and outstanding shares – none
Additional paid-in capital
Treasury stock, at cost, 968,722 shares as of March 31, 2007 and 915,099 shares as of June 30, 2006
Accumulated deficit
Total shareholders’ net capital (deficiency)
Total liabilities and shareholders’ net capital

2,794
3,261
8,676
5,405
6,508
124
7,185
33,953

423,176
51,581
474,757

421,076
48,098
469,174

311

311

—
124,819
(9,673 )
(118,889 )
(3,432 )
510,232

$

$

$

—
124,819
(9,358 )
(105,343 )
10,429
513,556

See accompanying notes.
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MONITRONICS INTERNATIONAL, INC.
CONSOLIDATED STATEMENTS OF OPERATIONS
(Unaudited)
Three Months Ended
Nine Months Ended
March 31,
March 31,
2006
2007
2006
(In thousands)

2007

Revenue
Cost of services
Gross profit
Operating expenses:
Sales, general and administrative
Depreciation
Amortization

$

48,521
6,423
42,098
9,474
543
23,359
33,376

$

46,709
5,672
41,037
8,975
497
22,323
31,795

$

144,209
19,183
125,026
27,134
1,733
69,129
97,996

$

138,266
16,884
121,382
26,869
1,660
65,942
94,471

Operating income
Other expense:
Interest expense
Loss before income taxes
Provision for income taxes
Net loss

$

8,722

9,242

27,030

26,911

13,155
13,155
(4,433 )
337
(4,770 )

11,974
11,974
(2,732 )
16
(2,748 )

39,581
39,581
(12,551)
995
(13,546 )

35,138
35,138
(8,227 )
34
(8,261 )

$

$

$

See accompanying notes.
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MONITRONICS INTERNATIONAL, INC.
CONSOLIDATED STATEMENTS OF CASH FLOWS
(Unaudited)
Nine Months Ended
March 31,
2007
2006
(In thousands)

Operating Activities
Net loss
Adjustments to reconcile net loss to net cash provided by operating activities:
Depreciation and amortization
Amortization of deferred financing costs
Provision for bad debt
Non-cash interest expense for redeemable preferred stock
Non-cash interest accretion
Non-cash adjustment related to put option
Changes in current assets and liabilities:
Accounts receivable (excluding provision for bad debt)
Prepaid expenses and other current assets
Accounts payable
Accrued expenses
Accrued interest
Deferred revenue
Income taxes payable and receivable
Net cash provided by operating activities

$

(13,546)

$

(8,261 )

70,862
2,078
2,155
3,483
378
(7)

67,602
2,082
2,702
1,787
358
346

(2,466 )
(1,606 )
(958)
1,186
(2,921 )
372
956
59,966

(3,290 )
176
(594)
842
(3,968 )
(368)
8,526
67,940

Investing Activities
Purchases of property and equipment
Sale of land
Purchases of subscriber accounts (net of holdbacks)
Net cash used in investing activities

(3,453 )
—
(64,483)
(67,936)

(3,526 )
40
(66,148)
(69,634)

Financing Activities
Payment of deferred financing costs
Purchase of treasury stock
Proceeds from credit facility
Payments of credit facility
Net cash provided by financing activities
Increase (decrease) in cash and cash equivalents
Cash and cash equivalents at beginning of period
Cash and cash equivalents at end of period

$

(1,263 )
(500)
49,850
(40,064)
8,023
53
862
915

$

—
(500)
55,200
(52,014)
2,686
992
190
1,182

Significant cash transactions during the period for:
Federal income tax refund
Interest paid

$
$

—
36,265

$
$

8,914
35,087

Non-cash investing and financing activities:
Dividend election on redeemable preferred stock (see Note 5- Redeemable Preferred Stock

$

—

$

45,212

See accompanying notes.
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Monitronics International, Inc.
Notes to Consolidated Financial Statements
(Unaudited)
1.

Description of Business and Summary of Significant Accounting Policies

Description of Business

Monitronics International, Inc. (the “Company”) provides security alarm monitoring and related services to residential and business subscribers throughout North
America. The Company monitors signals arising from burglaries, fires, and other events through security systems installed by independent dealers at subscribers’ premises.
The accompanying interim unaudited financial statements have been prepared in accordance with accounting principles generally accepted in the United States for
interim financial information and with the instructions to Form 10-Q and Article 10 of Regulation S-X. Accordingly, they do not include all of the information and footnotes
required by generally accepted accounting principles. In the opinion of management, the accompanying interim unaudited financial statements contain all adjustments
(consisting of normal recurring adjustments) considered necessary for a fair presentation of the results of operations for the interim periods.
Consolidation Policy
The Company consolidates companies in which it owns or controls, directly or indirectly, more than fifty percent of the voting shares. The Company eliminates all
material inter-company balances and transactions.
Stock Compensation
On July 1, 2006, the Company adopted Statement No. 123 (revised 2004), Share-Based Payment (“SFAS 123(R)”), issued by the Financial Accounting Standards Board
(“FASB”), to account for stock-based employee compensation arrangements. Under the “prospective” transition method, the Company will continue to account for nonvested
awards outstanding at the date of adoption of SFAS 123(R) in the same manner as they had been accounted for under Accounting Principles Board Opinion No. 25,
Accounting for Stock Issued to Employees (“APB 25”). All awards granted or modified after the date of adoption will be accounted for using the measurement and recognition
provisions of SFAS 123(R). The Company has not issued or modified stock-based awards since adoption of SFAS 123(R). Proforma disclosure for outstanding awards
accounted for under the intrinsic-value method of APB 25 will no longer be necessary.
Recent Accounting Pronouncements
In June 2006, the FASB issued FASB Interpretation 48 (“FIN 48”),Accounting for Uncertainty in Income Taxes, which is an interpretation of FASB Statement No. 109.
FIN 48 clarifies the accounting for uncertainty in income taxes recognized in an entity’s financial statements. FIN 48 prescribes a recognition threshold and measurement
attribute for the financial statement recognition and measurement of a tax position taken or expected to be taken in a tax return. FIN 48 is effective for fiscal years beginning
after December 15, 2006. The Company will adopt FIN 48 on or before July 1, 2007. The Company is currently evaluating the requirements of FIN 48 but has not determined
what, if any, impact it will have on the Company’s consolidated financial statements.
2.

Prepaid and Other Assets

The Company has approximately $1.4 million in non-interest bearing advances to certain independent dealers made in the ordinary course of business as of March 31,
2007. The Company believes the debt to be collectible without the necessity of a continued business relationship with such dealers.
3.

Non-Current Liabilities
Non-current liabilities consist of the following (in thousands):

Revolving credit line and term loan payable
Senior subordinated notes payable
Subordinated notes payable
Investor put option (see Note 4 (Related Party Transactions))
Redeemable preferred stock (see Note 5 (Redeemable Preferred Stock))
Less: discount
Less: current portion

March 31,
2007

June 30,
2006

$ 256,125
160,000
22,299
364
51,581
490,369
555
15,057
$ 474,757

$ 246,338
160,000
22,017
556
48,098
477,009
650
7,185
$ 469,174
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Monitronics International, Inc.
Notes to Consolidated Financial Statements (Continued)
(Unaudited)
On August 25, 2003, the Company entered into its existing $320 million credit facility agreement comprised of a $175.0 million term loan that matures in fiscal year
2010 and a $145.0 million revolving credit facility that matures in fiscal year 2009. Payments under the term loan are payable in quarterly installments from December 31,
2003 through June 30, 2009. The quarterly payment is calculated based upon the amount of the original facility multiplied by 0.25% for the quarters ended December 31,
2003 through September 30, 2006, 1.25% for the quarters ended December 31, 2006 through September 30, 2007 and 3.00% for the quarters ended December 31, 2007
through June 30, 2009 with the remaining balance due at maturity. As of March 31, 2007, the Company had $90.8 million in borrowings outstanding under the $145 million
revolving credit line and had $165.3 million in borrowings outstanding under the term loan. Further, the Company had $54.2 million in availability under the revolving credit
line of which $45.3 million was immediately available as calculated under the covenants in the Company’s credit facility, and is charged a commitment fee of 0.5% on the
average daily unused portion. The revolving credit line bears interest at a rate of either prime plus 2.25% or LIBOR plus 3.25%. The term loan bears interest at a rate of either
prime plus 2.75% or LIBOR plus 3.75%. For the nine months ended March 31, 2007, borrowings under the credit facility had a weighted average interest rate of 9.0%.
Interest incurred on borrowings is payable monthly in arrears.
On March 28, 2005, the Company amended certain provisions of its credit facility dated August 25, 2003 that included elimination of mandatory reductions to the
revolving credit facility, a 75 basis point reduction in the variable interest rate for its revolving credit line and term loan, and a 25 basis point reduction in commitment fees at
its current borrowing level.
On August 25, 2003, the Company issued $160.0 million of senior subordinated notes (the “Senior Subordinated Notes”) at 11.75% at a discount of $0.94 million with a
maturity date of September 1, 2010. Interest payments are to be made semi-annually in cash in arrears on March 1 and September 1 of each year.
Proceeds from the issuance of the Senior Subordinated Notes and borrowings under the credit facility in August 2003 were used primarily to repay the Company’s prior
credit facility and its $12 million senior subordinated notes payable, to repurchase $20.5 million principal amount of its subordinated notes at a repurchase price of
approximately $23.2 million and to pay debt issuance costs. As part of the August 2003 refinancing, the terms of the then-remaining $20.5 million principal amount of the
subordinated notes were amended, and the maturity date was extended to March 1, 2010. Interest on the subordinated notes originally accrued at 13.5% per annum with

interest payable semi-annually at a rate of 12% per annum with the remaining 1.5% interest per annum added to the outstanding principal amount of the subordinated notes.
The 1.5% interest rate increased to 2.5% per annum on December 15, 2003 when the subordinated notes were not repurchased by that date, and the increased rate was applied
retroactively to August 25, 2003.
The credit facility and subordinated notes have certain financial tests which must be met on a quarterly basis, including maximum total senior debt and total debt to
quarterly annualized net operating income, minimum interest coverage ratio, minimum fixed charge coverage ratio and an annual capital expenditure limit. Indebtedness
under the credit facility is secured by all of the assets of the Company. As of March 31, 2007, the Company was in compliance with all required financial tests.
On August 18, 2003, the Company entered into an agreement with the Hull Family Limited Partnership (the “Partnership”) and Mr. James R. Hull, the Company’s then
president and chief executive officer, as amended on September 23, 2004, that allowed for the put of $500,000 in value of Class A common stock to the Company in each
fiscal year beginning in fiscal 2005 and ending June 30, 2009. As of March 31, 2007, the Partnership had sold the Company $1,500,000 worth of Class A common stock.
The fair value of the remaining investor put option was $0.4 million at March 31, 2007. See Note 4 (Related Party Transactions) to these consolidated financial statements.
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Monitronics International, Inc.
Notes to Consolidated Financial Statements (Continued)
(Unaudited)
Scheduled maturities (as defined) of long-term debt at March 31, 2007, utilizing the required payment schedule of the Senior Subordinated Notes, subordinated notes,
redeemable preferred stock, credit facility, and the fair value of the investor put option are as follows for fiscal years below (in thousands):
2007
2008
2009
2010
2011
Thereafter

4.

$

2,369
69,701
111,750
146,549
160,000
—
$ 490,369

Related Party Transactions

Concurrently with the Senior Subordinated Notes offering, the Company entered into an agreement with James R. Hull, the Company’s then president and chief executive
officer, and the Hull Family Limited Partnership (the “Partnership”) pursuant to which the Company paid Mr. Hull a $2 million transaction fee in cash at the closing of the
refinancing on August 25, 2003. This fee was capitalized as deferred financing costs. On November 7, 2003, the Partnership exercised its right to require the Company to
purchase 400,000 shares of Class A common stock at a purchase price of $1 million in cash. Based on the fair value of the Company’s stock, no expense was recorded related
to the repurchase of the Partnership’s shares. The agreement also gives the Partnership and Mr. Hull a written investor put option to sell up to a combined total of $500,000 in
value of Class A common stock to the Company in each of the five fiscal years ending June 30, 2009 at purchase prices per share that are based on a multiple of the
Company’s consolidated cash flow. As of March 31, 2007, the Partnership had sold the Company 182,805 shares of Class A common stock for $1,500,000. As of March 31,
2007, the outstanding liability for the put option was $0.4 million. The Company will adjust its liability and related SG&A expense as the fair value of the put option changes.
On July 14, 2004, the Company completed a series of transactions which it refers to as the “recapitalization.” In the recapitalization, the Company redeemed
approximately $5.6 million of the Series C and C-1 preferred stock held by Windward Capital Partners II, L.P. and Windward Capital LP II, LLC (collectively the “Windward
entities”) and then issued shares of a new Series A preferred or Class A common stock to its preferred shareholders in exchange for all of their preferred stock, Class A
common stock and warrants to purchase Class A common stock. The preferred shareholders determined the number of shares to be received in the exchange based on the
liquidation preference of, and accrued but unpaid dividends on, the existing preferred shares as of July 14, 2004 for the shares held by the Windward entities and as of June
30, 2003 for the remaining preferred shares. The Company’s preferred shareholders agreed to value the Class A common stock and new Series A preferred stock received in
the exchange at $6.00 per share. The valuation was based on a negotiation amongst the Company’s preferred shareholders and the agreement of New York Life Capital
Partners II, L.P. and PPM America Private Equity Fund L.P. to subsequently purchase the shares of Class A common stock received by the Windward entities in the exchange
for $6.00 per share. No independent third party valuations or appraisal opinions were obtained by the preferred shareholders or board of directors during the negotiation
process. The Company’s lenders and preferred shareholders consented to the recapitalization as required under the terms of the Company’s applicable agreements.
The Company’s preferred shareholders also negotiated the terms of the new Series A preferred stock issued to Austin Ventures III-A, L.P., Austin Ventures III-B, L.P.,
Austin Ventures V, L.P. and Austin Ventures V Affiliates Fund, L.P. The Company’s board of directors and the holders of at least two-thirds of the outstanding shares of
Class A common stock, Series A preferred stock, Series B preferred stock, Series C preferred stock, Series C-1 preferred stock and Series D-1 preferred stock, each voting as
a separate class as required by the Company’s articles of incorporation, approved the amendment and restatement of the Company’s articles of incorporation to create the new
Series A preferred stock. On November 4, 2005, the holders of the Company’s Series A preferred stock notified it of their election for the Series A preferred stock to begin
accruing dividends as permitted under the Company’s articles of incorporation (the “Dividend Election”). As a result of the Dividend Election, the Company must redeem the
Series A preferred stock on June 30, 2008 (see Note 5 – Redeemable Preferred Stock).
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Monitronics International, Inc.
Notes to Consolidated Financial Statements (Continued)
(Unaudited)
5.

Redeemable Preferred Stock

As of March 31, 2007, there were 8,247,075 shares of Series A preferred stock authorized of which 8,175,075 shares were issued and outstanding. On November 4,
2005, the holders of the Company’s Series A preferred stock notified it of their election for the Series A preferred stock to begin accruing dividends as permitted under the
Company’s articles of incorporation (the “Dividend Election”). As a result of the Dividend Election, the Company must redeem the Series A preferred stock on June 30,
2008. The terms of the Series A preferred stock following the Dividend Election are described below.
Accounting Treatment

As a result of the Dividend Election made on November 4, 2005, the Company recorded the Series A preferred stock as a debt instrument by reclassifying, from
additional paid-in capital to a long-term liability, the amount necessary to adjust the Series A preferred stock to its fair value as of the date of the Dividend Election. The
Company obtained an independent valuation of the Series A preferred stock to determine the fair value of the Series A preferred stock. On November 4, 2005, the fair value
of the of the Series A preferred stock was $45.2 million. The fair value of the liability will be accreted to the redemption amount of $57.9 million payable at June 30, 2008
using the interest rate implicit at the Dividend Election date. As of March 31, 2007, the Company reported a liability for the Series A preferred stock of $51.6 million
consisting of $45.2 million as of November 4, 2005, which was the fair value of the Series A Preferred stock, plus accrued interest of $6.4 million. The liquidation preference
of the Series A preferred stock as of March 31, 2007 is $50.8 million as calculated per the Company’s articles of incorporation (see Liquidation Preference below).
Series A Preferred Stock Dividend Preferences
Dividends will accrue on the Company’s Series A preferred stock at an annual rate of 8% until the first anniversary of the Dividend Election, and thereafter will increase
by an additional 2% per annum on each subsequent anniversary of the Dividend Election date up to a maximum annual rate of 16%. If the Company fails to redeem the
Series A preferred stock on June 30, 2008, the maximum dividend rate shall be increased from 16% to the greater of 24% and the maximum rate permitted by law.
The dividend rate will also increase by an additional 3% per annum above the then-applicable rate and by an additional 1% per annum at the end of each 90-day period
thereafter (up to a maximum annual rate of 24%) following covenant defaults (as defined below) or if the Company issues senior securities or incurs certain indebtedness that
causes the Company’s leverage ratio to exceed an initial multiple of 5.1 times annualized EBITDA (see Liquidation Preference below) until such noncompliance is cured. If
the Company’s leverage ratio exceeds an initial multiple of 4.8 times annualized EBITDA other than as a result of its issuance of additional senior securities or indebtedness
that triggers the increased dividends described in the preceding sentence, the dividend rate will increase by an additional 2% per annum (up to a maximum annual rate of
24%). The initial multiples are subject to increases to reflect subsequent debt or equity issuances.
Dividends are payable solely in cash when and as declared by the Company’s board of directors and only if sufficient cash is available to make the dividend payment. The
Company may not pay dividends if a default exists or the payment of dividends would create a default under its credit facility or the indenture relating to the Senior
Subordinated Notes.
Voting Rights
If the Company undertakes any of the actions described hereunder without first obtaining the consent of the holders of a majority of the then-outstanding shares of Series
A preferred stock (referred to as a covenant or leverage default), the Liquidation Value will be recalculated at that time using the formula provided in the terms of the Series A
preferred stock included in the Company’s articles of incorporation (see Liquidation Preference below).
Except as provided below or otherwise required by law, holders of Series A preferred stock will have no voting rights. On matters specifically requiring the vote of the
Series A preferred stock voting as a separate class, holders of Series A preferred stock will be entitled to one vote per share of Series A preferred stock held by the holders.
The holders of a majority of the outstanding shares of Series A preferred stock, voting as a separate class, must approve:
· Any change in the nature of the Company’s business;
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Monitronics International, Inc.
Notes to Consolidated Financial Statements (Continued)
(Unaudited)
· The issuance of securities that rank senior to, or pari passu with, the Series A preferred stock, or the incurrence of certain indebtedness, subject to limited exceptions;
· The issuance of additional Series A preferred stock other than to holders who received Series A preferred stock in the recapitalization or their permitted transferees;
· A redemption or repurchase of company securities that rank junior to, or pari passu or senior to, the Series A preferred stock, subject to limited exceptions;
· The declaration or payment of dividends or distributions on any company security that ranks junior to, or pari passu or senior to, the Series A preferred stock, subject to
limited exceptions;
· The Company’s entry into agreements that prohibit it from performing its obligations in respect of the Series A preferred stock or which prohibit the exercise of the right
of the holders of Series A preferred stock to require a sale of the company or other voting rights;
· Acquisitions in excess of $100 million;
· Amendment of the Company’s articles of incorporation or bylaws to increase the authorized shares of Series A preferred stock or adversely affect or otherwise impair the
rights or relative preferences or priorities of the Series A preferred stock, other than to establish or amend senior securities otherwise permitted to be issued;
· The Company’s entry into or amendment of agreements with affiliates, subject to limited exceptions; or
· The Company’s establishment, acquisition of or ownership of any equity securities of ABRY or its affiliates.
Conversion Rights
Following the November 4, 2005 Dividend Election, the Company’s Series A preferred stock is no longer convertible into Class A common stock.
Redemption Rights
The Company must redeem the Series A preferred stock upon the closing of a qualified public offering at a per share price equal to the Liquidation Value (as defined
below) plus accrued and unpaid dividends (the “Redemption Price”). The Company must also redeem the Series A preferred stock at the Redemption Price per share on
June 30, 2008 (the “Mandatory Redemption Date”). If the Company has not redeemed the Series A preferred stock by the first anniversary of the Mandatory Redemption
Date, the holders of a majority of the outstanding Series A preferred stock may elect to initiate the sale or liquidation of the Company. The Company may redeem the Series A
preferred stock at its option at any time prior to the Mandatory Redemption Date.
Notwithstanding the foregoing mandatory and optional redemption provisions, the Company cannot redeem the Series A preferred stock while the Senior Subordinated
Notes are outstanding or if prohibited under its credit facility.

Liquidation Preference
The Series A preferred stock will have a liquidation preference per share based on the Liquidation Value (as defined below) plus accrued and unpaid dividends. As of
March 31, 2007, the Series A preferred stock had an aggregate liquidation preference of $49.6 million consisting of a Liquidation Value of $45.2 million as of November 4,
2005, which was the fair value of the Series A preferred stock, plus accrued and unpaid dividends of $4.4 million.
If the Company undertakes any of the actions described under “Voting Rights” above without first obtaining the consent of the holders of a majority of the thenoutstanding shares of Series A preferred stock (referred to as a covenant or leverage default), the Liquidation Value will be recalculated at that time using the formula
provided in the terms of the Series A preferred stock included in the Company’s articles of incorporation. The Series A preferred stock will then have a new Liquidation
Value equal to the amount that would be received by the holders of the Series A preferred stock upon a liquidation of the Company assuming liquidation proceeds equal to (a)
the sum of (i) annualized EBITDA for the most recently completed fiscal quarter multiplied by 5.5 as adjusted according to the terms of the Series A preferred stock
depending on the type of covenant or leverage default, plus (ii) company cash
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Monitronics International, Inc.
Notes to Consolidated Financial Statements (Continued)
(Unaudited)
in excess of $2.0 million, less (b) company debt (as defined in the articles of incorporation) (the “Liquidation Value”).
6. Commitments and Contingencies
The Company is party to various legal proceedings and claims that have arisen in the ordinary course of its business. In the opinion of management, the amount of
ultimate liability with respect to these actions will not have a material impact on the Company’s financial position or results of operations.
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Item 2. Management’s Discussion and Analysis of Financial Condition and Results of Operations
We are a leading national provider of security alarm monitoring services. The following discussion and analysis of our financial condition and results of operations should
be read in conjunction with our financial statements, and the related notes to those financial statements, included in Part I - Item 1 of this Quarterly Report on Form 10-Q.
Those statements in “Management’s Discussion and Analysis of Financial Condition and Results of Operations” that are not historical in nature should be considered to be
forward-looking statements that are inherently uncertain. See “Forward-Looking Statements.”
Forward-Looking Statements
Certain statements contained or incorporated by reference in this Quarterly Report on Form 10-Q including, without limitation, statements containing the words “may,”
“will,” “expect,” “intend,” “estimate,” “anticipate,” “plan,” “foresee,” “believe” or “continue” or the negatives of these terms or variations of them or similar terminology, are
forward-looking statements within the meaning of the federal securities laws. Such forward-looking statements involve known and unknown risks, uncertainties and other
matters which may cause actual results, performance or achievements to be materially different from any future results, performance or achievements expressed or implied by
such forward-looking statements. Factors, risks and uncertainties that could cause actual outcomes and results to be materially different from those projected include, among
others, the following:
·

our high degree of leverage;

·

our anticipated growth strategies;

·

anticipated trends and conditions in our business, including trends in the market;

·

our ability to acquire and integrate additional accounts;

·

our expected rate of subscriber attrition;

·

our ability to continue to control costs and maintain quality;

·

our ability to compete;

·

the impact of “false alarm” ordinances on our results of operations;

·

changes in technology and the trend away from the use of public switched telephone network lines to communicate with our monitoring center; and

·

our ability to obtain additional funds to grow our business.

We have based these forward-looking statements largely on our current expectations and projections about future events and financial trends that we believe may affect
our financial condition, results of operations, business strategy and financial needs. They can be affected by inaccurate assumptions we might make or by known or unknown
risks, uncertainties and assumptions. Reference is hereby made to the disclosures contained under the heading “Risk Factors” in “Part I - Item 1A.” of the Company’s Annual
Report on Form 10-K filed with the Securities and Exchange Commission on September 20, 2006. In light of these risks, uncertainties and assumptions, the forward-looking
statements may not occur and actual results could differ materially from those anticipated or implied in the forward-looking statements. When you consider these forwardlooking statements, you should keep in mind these risk factors and other cautionary statements.
Our forward-looking statements speak only as of the date made. We undertake no obligation to update or revise any forward-looking statements, whether as a result of
new information, future events or otherwise, unless the securities laws require us to do so.

12

Overview
Nearly all of our revenues are derived from monthly recurring revenues under security alarm monitoring contracts purchased from independent dealers in our exclusive
nationwide network. Our alarm monitoring contracts generally have a non-cancelable initial term of three years, generally allow for periodic price increases and provide for
automatic renewals. Revenues are recognized as the related monitoring services are provided. Other revenues are derived primarily from the provision of third-party contract
monitoring services and from field technical repair services.
Cost of services primarily consists of direct labor associated with monitoring and servicing subscriber accounts and expenses related to field technical repair services.
Sales, general and administrative expenses primarily include the cost of personnel conducting sales and administrative activities and other costs related to sales, administration
and operations. All direct external costs associated with the creation of subscriber accounts are capitalized and amortized over ten years using a 135% declining balance
method. Internal costs, including all personnel and related support costs incurred solely in connection with subscriber account acquisitions and transitions, are expensed as
incurred.
Attrition
We purchase subscriber contracts from our exclusive network of independent dealers. These contracts with our subscribers are typically three-year non-cancelable
contracts with automatic renewal provisions. A portion of our subscriber base can be expected to cancel its service every year. Subscribers may choose not to renew or
terminate their contract for a variety of reasons, including relocation, economic reasons, switching to our competitors’ service and service issues.
Account cancellation, otherwise referred to as subscriber attrition, has a direct impact on the number of subscribers we serve and hence our financial results, including
revenues, operating income and cash flow. We define our attrition rate as the number of canceled accounts in a given period divided by the average of the beginning and
ending balance of subscribers for that period. We consider an account canceled when a subscriber terminates in accordance either with the terms of the contract, our
cancellation policies, or if payment from the subscriber is deemed uncollectible. If a subscriber relocates but continues service, this is not a cancellation. If the subscriber
relocates and discontinues service and a new subscriber takes over the service continuing the revenue stream, this is a cancellation and a new owner takeover. Accounts
canceled are therefore net of new owner takeovers. We also adjust the number of canceled accounts by excluding those that are contractually guaranteed by our dealers. Our
typical dealer contract provides that if a subscriber cancels in the first year of its contract, the dealer must replace the lost monthly revenue attributable to the canceled contract
and either replace the canceled account with a new one or refund our purchase price. To help ensure the dealer’s obligation to us, we typically hold back a portion of the
purchase price for every account we purchase. In some cases, the amount of the purchase holdback may be less than actual attrition experience. In recent years, a substantial
portion of the accounts that canceled within this initial 12-month period were replaced or refunded by the dealers at no additional cost to us.
We also analyze our attrition by classifying our accounts into annual pools based on the year of purchase. We then track the number of accounts that cancel as a
percentage of the initial number of accounts purchased for each pool for each year subsequent to its purchase. Based on the average cancellation rate across our pools, we
achieve nearly 0% attrition in the first year net of canceled accounts that are contractually guaranteed by our dealers. In the next three years, the number of subscribers that
cancel as a percentage of the initial number of subscribers in that pool gradually increases and historically has peaked during the few months following the end of the initial
term which is typically 36 months. The peak is primarily a result of the buildup of subscribers that moved or no longer had need for the service prior to the third year but did
not cancel their service until the end of their three-year contract. After the fourth year, the number of subscribers that cancel as a percentage of the initial number of
subscribers in that pool declines. As a result, we believe our attrition rate decreases as the age of our accounts increase beyond the initial three-year contract.
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The table below presents subscriber data for the twelve months ended March 31, 2007 and 2006:

Beginning balance of accounts
Accounts purchased
Accounts canceled(1)
Accounts guaranteed to be refunded from holdback
Ending balance of accounts
Attrition rate

Twelve Months Ended
March 31,
2007
2006

485,185
449,128
73,686
94,630
(65,686) (56,273)
(2,825 )
(2,300 )
490,360
485,185
13.5 %
12.0 %

(1) Net of canceled accounts that are contractually guaranteed by the dealer and new owner takeovers.
We saw an expected rise in attrition over the past nine months which resulted in an increase in our trailing twelve-month attrition rate to 13.5% for the period ended
March 31, 2007 versus 12.0% for the period ended March 31, 2006. This increase in attrition was primarily due to significantly more subscribers than typical reaching the end
of their initial 3-year term during the period due to higher purchase volumes in the summer of 2003. As discussed above, our pool attrition data shows that attrition rates peak
during the few months following the end of the initial term and then decrease beyond that point.
Results of Operations
Three Months Ended March 31, 2007 Compared to Three Months Ended March 31, 2006
Revenues. Total revenues were $48.5 million in the three months ended March 31, 2007 compared to $46.7 million in the three months ended March 31, 2006, which was
an increase of $1.8 million, or 4%. This increase was primarily attributable to an increase in the average revenue per subscriber, as well as growth in the average number of
subscriber accounts and higher field technical service revenue.
Cost of services. Cost of services was $6.4 million for the three months ended March 31, 2007 compared to $5.7 million for the three months ended March 31, 2006,
which was an increase of $0.7 million, or 12%. As a percentage of revenues, cost of services was 13% for the three months ended March 31, 2007 compared to 12% for the
three months ended March 31, 2006 due to higher field technical service expense. The increase reflects higher complimentary service work and upgrades to assist in retaining
customers. The increase was partially offset by higher service revenue.
Sales, general and administrative (SG&A). SG&A was $9.5 million for the three months ended March 31, 2007 compared to $9.0 million for the three months ended
March 31, 2006, which was an increase of $0.5 million, or 6%. As a percentage of revenues, SG&A was 19% for both the three months ended March 31, 2007 and March 31,
2006, respectively.

Amortization. Amortization of intangibles was $23.4 million in the three months ended March 31, 2007 compared to $22.3 million in the three months ended March 31,
2006, which was an increase of $1.1 million, or 5%. The increase was attributable to the purchase of subscriber accounts through our authorized dealer program.
Interest expense. Interest expense was $13.2 million in the three months ended March 31, 2007 compared to $12.0 million in the three months ended March 31, 2006,
which was an increase of $1.2 million, or 10%. The increase resulted from increases in variable interest rates.
Net loss. Net loss was $4.8 million in the three months ended March 31, 2007 compared to a net loss of $2.7 million in the three months ended March 31, 2006. The
increase in net loss was primarily due to higher interest expense.
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Nine Months Ended March 31, 2007 Compared to Nine Months Ended March 31, 2006
Revenues. Total revenues were $144.2 million in the nine months ended March 31, 2007 compared to $138.3 million in the nine months ended March 31, 2006, which
was an increase of $5.9 million, or 4%. This increase was primarily attributable to an increase in the average revenue per subscriber, as well as growth in the average number
of subscriber accounts and higher field technical service revenue.
Cost of services. Cost of services was $19.2 million in the nine months ended March 31, 2007 compared to $16.9 million in nine months ended March 31, 2006, which
was an increase of $2.3 million, or 14%. As a percentage of revenues, cost of services was 13% for the nine months ended March 31, 2007 and 12% for the nine months
ended March 31, 2006 due to higher field technical service expense. The increase in attrition and accounts coming to the end of their initial term caused us to increase our
complimentary service work and upgrades in an effort to retain customers. The increase was partially offset by higher service revenue.
Sales, general and administrative. SG&A was $27.1 million in the nine months ended March 31, 2007 compared to $26.9 million in the nine months ended March 31,
2006, which was an increase of $0.2 million, or 1%. As a percentage of revenues, SG&A was 18.8% for the nine months ended March 31, 2007 and 19.5% for the nine
months ended March 31, 2006. The decrease in SG&A expense as a percentage of revenues was primarily due to a lower allowance for doubtful accounts and lower
professional fees related to ongoing legal matters.
Amortization. Amortization of intangibles was $69.1 million in the nine months ended March 31, 2007 compared to $65.9 million in the nine months ended March 31,
2006, which was an increase of $3.2 million, or 5%. The increase was attributable to growth in our purchased subscriber accounts through our authorized dealer program.
Interest expense. Interest expense was $39.6 million in the nine months ended March 31, 2007 compared to $35.1 million in the nine months ended March 31, 2006,
which was an increase of $4.5 million, or 13%. The increase resulted from increases in variable rates and this year’s results including a full nine months of interest expense
related to the Dividend Election made by the redeemable preferred shareholders on November 4, 2005 (see Note 5 - Redeemable Preferred Stock).
Net loss. Net loss was $13.5 million in the nine months ended March 31, 2007 compared to a net loss of $8.3 million in the nine months ended March 31, 2006. The
increase in net loss was primarily due to higher interest expense.
Liquidity and Capital Resources
General. Our operating strategy requires the availability of significant funds to finance growth through subscriber account purchases. Additional cash requirements
include debt service and capital expenditures. We have financed our growth from a combination of long-term borrowings, issuance of preferred stock, and cash flows
provided by operations.
Major components of our working capital include accounts receivable, deferred revenue, purchase holdbacks, accrued interest payable and the current portion of longterm debt. We expect to experience negative working capital in the future primarily due to accrued interest payable and purchase holdbacks. Purchase holdbacks are
dependent on the number of subscriber accounts we purchase, the timing and amount of our payment of the purchase holdbacks to dealers, and the percentage of the purchase
price we withhold to ensure a dealer’s obligation during the guarantee period. Accrued interest payable is dependent on the level of our debt and the timing of interest
payments.
As of March 31, 2007 and June 30, 2006, we had working capital deficits of $28.0 million and $25.0 million, respectively. Changes in our working capital deficit
included a $7.9 million increase in the current portion of long-term debt resulting from an increase in the repayment rate on our term loan principal from 0.250% in each
quarter of fiscal year 2006 and in the first quarter of fiscal year 2007 to 1.250% in each of the last three quarters of fiscal year 2007 and a $2.9 million decrease in interest
payable primarily due to the semi-annual interest payment on March 1, 2007.
Net cash provided by operating activities for the nine months ended March 31, 2007 was $60.0 million compared to $67.9 million for the nine months ended March 31,
2006. The decrease in cash provided by operating
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activities was primarily due to an $8.9 million federal income tax refund received during the nine months ended March 31, 2006.
Net cash used in investing activities for the nine months ended March 31, 2007 was $67.9 million, compared to $69.6 million for the nine months ended March 31, 2006.
Capital expenditures were $3.5 million for both the nine months ended March 31, 2007 and March 31, 2006, respectively. Capital expenditures were primarily for upgrading
computer systems and the build-out of a back-up monitoring center. Capital expenditures are expected to vary based on the growth of our subscriber account base and
improvements to our technology, operating and financial systems. Purchases of subscriber accounts consist of all direct external payments associated with the creation of
subscriber accounts. The portion of the purchase holdback paid to dealers at the end of the guarantee period is included in this amount when paid. The decrease in subscriber
account purchases to $64.5 million from $66.2 million primarily reflects discontinuing account purchases from our largest dealer during the second quarter of fiscal year
2006.
Our net cash provided by financing activities for the nine months ended March 31, 2007 was $8.0 million compared to $2.7 million for the nine months ended March 31,
2006 primarily due to net borrowing of $9.8 million from our credit facility and further reduced by $1.3 million of additional deferred financing costs incurred.
As of March 31, 2007, we had $256.1 million outstanding under our credit facility, bearing interest at a weighted average rate for the nine months ended March 31, 2007
of approximately 9.0% per annum, and we had approximately $54.2 million in borrowing availability under our revolving credit line, of which $45.3 million was immediately
available as calculated under the covenants in our credit facility. In addition, we had $182.3 million in principal amount outstanding of senior subordinated and subordinated
notes as of March 31, 2007.

As of March 31, 2007, there were 8,247,075 shares of Series A preferred stock authorized of which 8,175,075 shares were issued and outstanding. On November 4, 2005,
the holders of our Series A preferred stock notified us of their election for the Series A preferred stock to begin accruing dividends as permitted under our articles of
incorporation (the “Dividend Election”). As a result of the Dividend Election, we must redeem the Series A preferred stock on June 30, 2008. If we have not redeemed the
Series A preferred stock on June 30, 2008, the dividend rate will increase to the greater of 24% and the maximum rate permitted by law. If we have not redeemed the Series
A preferred stock by June 30, 2009, the holders of a majority of the outstanding Series A preferred stock may elect to initiate the sale or liquidation of the Company.
As a result of the Dividend Election made on November 4, 2005, we recorded the Series A preferred stock as a liability by reclassifying, from additional paid-in capital to
a long-term liability, the amount necessary to adjust the Series A preferred stock to its fair value as of the Dividend Election date. We obtained an independent valuation of
the Series A preferred stock to determine the fair value of the Series A preferred stock. On November 4, 2005, the fair value of the Series A preferred stock was $45.2 million.
The fair value of the liability will be accreted to the redemption amount of $57.9 million to be paid at June 30, 2008 using the interest rate implicit at the Dividend Election
date. As of March 31, 2007, we reported a liability for the Series A preferred stock of $51.6 million consisting of $45.2 million as of November 4, 2005, which was the fair
value of the Series A Preferred stock, plus accrued interest of $6.4 million. The liquidation preference of the Series A preferred stock as of March 31, 2007 is $50.8 million as
calculated per our articles of incorporation (see Liquidation Preference in Note 5 - Redeemable Preferred Stock to the consolidated financial statements, included in this
Quarterly Report on Form 10-Q).
On March 28, 2005, we amended certain provisions of our credit facility dated August 25, 2003 that included elimination of mandatory reductions to the revolving credit
facility, a 75 basis point reduction in the variable interest rate for our revolving credit line and term loan, and a 25 basis point reduction in commitment fees at our current
borrowing level.
On August 25, 2003, we issued $160.0 million of senior subordinated notes at 11.75% with a maturity date of September 1, 2010. Interest payments are to be made semiannually in cash in arrears on March 1 and September 1 of each year beginning on March 1, 2004. On December 16, 2004, we completed an exchange offer in which we
exchanged new notes that were registered under the Securities Act of 1933 for the senior subordinated notes.
Further on August 25, 2003, we entered into a new credit facility agreement with Fleet National Bank (“Fleet”) as administrative agent, Bank of America, N.A. as
syndication agent, and a syndicate of lenders, including Fleet and Bank of America, N.A., as amended on July 14, 2004. Our credit facility is comprised of a $175.0 million
term loan that matures in fiscal 2010 and a $145.0 million revolving credit facility that matures in fiscal 2009. Indebtedness under the credit facility is secured by all of our
assets. Payments under the term loan are payable in quarterly installments from December 31, 2003 through June 30, 2009. The quarterly payment is calculated based upon
the
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amount of the original facility multiplied by 0.25% for the quarters ended December 31, 2003 through September 30, 2006, 1.25% for the quarters ended December 31, 2006
through September 30, 2007 and 3.00% for the quarters ended December 31, 2007 through June 30, 2009 with the remaining balance due at maturity. We used the borrowings
under this credit facility together with the proceeds of the senior subordinated notes offering primarily to repay our prior credit facility, to repay all of our $12 million 12%
senior subordinated notes due June 30, 2007, and to repurchase $20.5 million principal amount of our 14.5% subordinated notes due March 1, 2010 at a repurchase price of
approximately $23.2 million. In connection with our August 2003 refinancing, we amended the terms of our subordinated notes to extend the maturity date of the then
remaining $20.5 million principal amount from January 18, 2009 to March 1, 2010. Prior to the amendment, interest accrued on the subordinated notes at 13.5% per annum
with interest payable semi-annually in cash at a rate of 12% per annum with the remaining 1.5% interest per annum added to the outstanding principal amount of the
subordinated notes. The 1.5% per annum interest rate increased to 2.5% per annum on December 15, 2003 and the increased rate applied retroactively to August 25, 2003.
We will require substantial cash flow to fully implement our business strategy and meet our principal and interest obligations with respect to the senior subordinated notes
and our other indebtedness. We anticipate that cash flow generated from operations and borrowings under our credit facility will provide sufficient liquidity to fund these
requirements for the foreseeable future. Following the August 2003 refinancing, we continue to have significant borrowing capacity under our credit facility. This capacity
coupled with anticipated cash flow from operations is expected to meet and satisfy our short-term obligations.
We further preserve our borrowing capacity by following a cash management practice of maintaining a low ongoing cash balance. However, our ability to meet our debt
service and other obligations depends on our future performance, which in turn is subject to general economic conditions and other factors, certain of which are beyond our
control. If we are unable to generate sufficient cash flow from operations or otherwise to comply with the terms of the indenture governing the senior subordinated notes or our
other debt instruments, we may be required to refinance all or a portion of our existing debt or obtain additional financing. Further, the agreements or indentures governing
our credit facility, our senior subordinated notes and subordinated notes contain financial covenants relating to capital expenditure limits, maximum total debt to annualized
quarterly EBITDA, maximum total senior debt to annualized quarterly EBITDA, interest coverage and fixed charge coverage that may impact our ability to refinance all or a
portion of our existing debt or obtain additional financing. As of March 31, 2007, we were in compliance with all required financial tests.
Critical Accounting Policies
Our discussion and analysis of results of operations and financial condition are based upon our financial statements, which have been prepared in accordance with U.S.
generally accepted accounting principles (“GAAP”). The preparation of financial statements in accordance with GAAP requires management to use judgment in making
estimates and assumptions that affect the reported amounts of assets, liabilities, revenues, expenses and disclosure of contingent assets and liabilities. We base our estimates
and assumptions on historical experience and on various other assumptions that are believed to be reasonable under the circumstances. These estimates and assumptions are
evaluated on an ongoing basis. Due to the nature of certain assets and liabilities, there are uncertainties associated with some of the judgments, assumptions and estimates
which are required to be made. Reported results could have been materially different under a different set of assumptions and estimates for certain accounting principle
applications.
Consolidation Policy. We consolidate companies in which we own or control, directly or indirectly, more than fifty percent of the voting shares. We eliminate all
material inter-company balances and transactions.
Long Lived Assets—Subscriber Accounts. Subscriber accounts relate to the cost of acquiring portfolios of monitoring service contracts from independent dealers. The
subscriber accounts are recorded at cost. All direct external costs associated with the creation of subscriber accounts are capitalized. Internal costs, including all personnel and
related support costs, incurred solely in connection with subscriber account acquisitions and transitions are expensed as incurred. The cost of subscriber account pools are
amortized using the 10-year 135% declining balance method. Subscriber accounts are amortized in pools because of the accounts’ homogeneous characteristics resulting
primarily from the extremely disciplined due diligence program that we have implemented in which a contract must meet certain purchase criteria before we will purchase that
account. All of our customers contract for essentially the same service and we are consistent in providing that service regardless of the customers’ locations.
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A 10-year 135% declining balance amortization method was selected to provide a matching of amortization expense to individual subscriber revenues based on historical

performance of our subscriber base. The realizable value and remaining useful lives of these assets could be impacted by changes in subscriber attrition rates, which could
have an adverse effect on our earnings.
We review the subscriber accounts for impairment or a change in amortization period whenever events or changes indicate that the carrying amount of the asset may not
be recoverable or the life should be shortened. For purposes of recognition and measurement of an impairment loss, we view subscriber accounts as a single pool because of
the assets’ homogeneous characteristics, which is the lowest level for which identifiable cash flows are largely independent of the cash flows of the other assets and liabilities.
If we determine that an impairment has occurred, we write the subscriber accounts down to their fair value.
Income Taxes and Deferred Tax Assets. As part of preparing our financial statements, significant management judgment is required in determining our provision for
income taxes, our deferred tax assets and liabilities, and the need for a valuation allowance related to our deferred tax assets. This process involves us estimating our actual
current tax exposure together with assessing temporary differences resulting from differing treatment of items, especially the amortization of subscriber accounts, which are
amortized using a 10-year 135% declining balance method for financial reporting purposes and are generally amortized using a 10-year straight-line method for tax purposes.
These differences result in deferred tax assets and liabilities, which are included within our balance sheet. We must then in accordance with Financial Accounting Standards
Board Statement No. 109, Accounting for Income Taxes, assess the realizability of the deferred tax assets. Accordingly, we have fully reserved our net deferred tax assets
primarily as a result of experiencing a cumulative loss before income taxes for the three-year period ended June 30, 2006. We also considered possible tax planning strategies.
In assessing the realizability of the deferred tax assets, management considers whether it is more likely than not that some portion, or all of the deferred tax assets, will be
realized. The ultimate realization of deferred tax assets is dependent upon the generation of future taxable income (including reversals of deferred tax liabilities) during the
periods in which those temporary differences will become deductible.
Goodwill. As of March 31, 2007, we had goodwill of $14.8 million, which represents 2.9% of our total assets. We test goodwill annually for impairment and record an
impairment charge if the carrying amount exceeds the fair value. We use a discounted cash flow approach as well as other methods to determine the fair value used in our test
for impairment of goodwill. The results of this methodology depend upon a number of estimates and assumptions relating to cash flows, discount rates and other matters.
Accordingly, such testing is subject to certain uncertainties, which could cause the fair value of goodwill to fluctuate from period to period.
Recent Accounting Pronouncements
In June 2006, the FASB issued FASB Interpretation 48 (“FIN 48”),Accounting for Uncertainty in Income Taxes, which is an interpretation of FASB Statement No. 109.
FIN 48 clarifies the accounting for uncertainty in income taxes recognized in an entity’s financial statements. FIN 48 prescribes a recognition threshold and measurement
attribute for the financial statement recognition and measurement of a tax position taken or expected to be taken in a tax return. FIN 48 is effective for fiscal years beginning
after December 15, 2006. We will adopt FIN 48 on or before July 1, 2007. We are currently evaluating the requirements of FIN 48 but have not determined what, if any,
impact it will have on our consolidated financial statements.
Off-Balance Sheet Arrangements
We do not have any off-balance sheet arrangements, as defined in Regulation S-K Item 303(a)(4)(ii)(A)-(D), that have or are reasonably likely to have a current or future
effect on our financial condition, changes in financial condition, revenues or expenses, results of operations, liquidity, capital expenditures or capital resources that is material
to investors.
Item 3. Quantitative and Qualitative Disclosures About Market Risk
We have interest rate risk, in that borrowings under our credit facility are based on variable market interest rates. As of March 31, 2007, we had $256.1 million of
variable rate debt outstanding under our credit facility. Presently, the revolving credit line bears interest at a rate of prime plus 2.25% or LIBOR plus 3.25%, with the term
loan at a rate of prime plus 2.75% or LIBOR plus 3.75%. To control our exposure to interest rates under our facility, we may be required to utilize interest rate caps under our
credit facility. As of March 31, 2007, we were not required
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to purchase interest rate caps. A hypothetical 10% increase in our credit facility’s weighted average interest rate of 9.0% per annum for the nine months ended March 31, 2007
would correspondingly decrease our earnings and operating cash flows by approximately $1.7 million.
Our privately issued $22.3 million subordinated notes due March 1, 2010 have a fixed interest rate of 14.5%, but have exposure to changes in the debt’s fair value. In
connection with our August 2003 refinancing, we amended the terms of these subordinated notes to extend the maturity date from January 18, 2009 to March 1, 2010 and to
increase the interest rate from 13.5% per annum to 14.5% per annum. In addition, we issued $160.0 million aggregate principal amount of our senior subordinated notes due
September 1, 2010 with a fixed interest rate of 11.75%, which has exposure to changes in the debt’s fair value. We believe that the fair value of our total subordinated debt is
approximately $189.6 million (book value of $182.3 million). The fair value of our total subordinated debt is based on the quoted market price of our senior subordinated
debt.
Item 4. Controls and Procedures
We maintain a system of controls and procedures designed to provide reasonable assurance as to the reliability of the financial statements and other disclosures included
in this report, as well as to safeguard assets from unauthorized use or disposition. We evaluated the effectiveness of the design and operation of our disclosure controls and
procedures as defined in the Securities Exchange Act of 1934 Rules 13a-15(e) and 15d-15(e) under supervision and with the participation of management, including our Chief
Executive Officer and Chief Financial Officer. Based upon that evaluation, as of the end of the period covered by this Quarterly Report on Form 10-Q our Chief Executive
Officer and Chief Financial Officer concluded that our disclosure controls and procedures as defined in Rules 13a-15(e) and 15d-15(e) under the Securities Exchange Act of
1934 are effective in timely alerting them to material information required to be included in our periodic Securities and Exchange Commission filings. No significant changes
were made to our internal controls over financial reporting or in other factors that have materially affected or are reasonably likely to materially affect these controls during
our most recent fiscal quarter. The design of any system of controls and procedures is based in part upon certain assumptions about the likelihood of future events.
PART II . OTHER INFORMATION
Item 1. Legal Proceedings
We are party to various legal proceedings and claims that have arisen in the ordinary course of our business. In the opinion of management, the amount of ultimate
liability with respect to these actions will not have a material impact on our financial position or results of operations.
Item 1A. Risk Factors
There have been no material changes in our risk factors from those disclosed in our Annual Report on Form 10-K for the year ended June 30, 2006.

Item 2. Unregistered Sales of Equity Securities and Use of Proceeds
None.
Item 3. Defaults Upon Senior Securities
None.
Item 4. Submission of Matters to a Vote of Security Holders
None.
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Item 5. Other Information
None
Item 6. Exhibits

*

2.1

Recapitalization Agreement, dated July 14, 2004, among Monitronics International, Inc., Austin Ventures IIIA, L.P., Austin Ventures III-B, L.P., Austin Ventures V, L.P., Austin Ventures V Affiliates Fund, Capital
Resource Lenders II, L.P., ABRY Partners IV, L.P., ABRY Investment Partnership, L.P., Windward Capital
Partners II, L.P., Windward Capital LP II, LLC, New York Life Capital Partners II, L.P., PPM America Private
Equity Fund LP and The Northwestern Mutual Life Insurance Company (previously filed as Exhibit 2.1 to
Amendment No. 3 to the registrant’s Registration Statement on Form S-4 (File No. 333-110025) and
incorporated herein by reference)

3.1

Restated Articles of Incorporation of Monitronics International, Inc. (previously filed as Exhibit 3.1 to
Amendment No. 3 to the registrant’s Registration Statement on Form S-4 (File No. 333-110025) and
incorporated herein by reference)

3.2

Bylaws of Monitronics International, Inc. (previously filed as Exhibit 3.2 to the registrant’s Registration
Statement on Form S-4 (File No. 333-1100025) and incorporated herein by reference)

10.1*

Fourth Amendment to Credit Agreement, dated March 29, 2007 by and among Monitronics International, Inc.,
the lenders (named therein), Bank of America, N.A., as successor by merger to Fleet National Bank, as
administrative agent for each of the credit parties thereto, and Bank of America, N.A., as syndication agent for
each of the other credit parties thereto

10.2*

Waiver Amendment, dated as of March 29, 2007 by and between Monitronics International, Inc., and The
Northwestern Mutual Life Insurance Company

31.1*

Certification of the Chief Executive Officer of Monitronics International, Inc. pursuant to Rule 15d-14(a) of the
Securities Exchange Act of 1934, as amended, as adopted pursuant to Section 302 of the Sarbanes-Oxley Act of
2002

31.2*

Certification of the Chief Financial Officer of Monitronics International, Inc. pursuant to Rule 15d-14(a) of the
Securities Exchange Act of 1934, as amended, as adopted pursuant to Section 302 of the Sarbanes-Oxley Act of
2002

32.1**

Certification of the Chief Executive Officer of Monitronics International, Inc. pursuant to 18 U.S.C. Section
1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002

32.2**

Certification of the Chief Financial Officer of Monitronics International, Inc. pursuant to 18 U.S.C. Section
1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002

Filed herewith.

** Furnished herewith.
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SIGNATURES
Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on its behalf by the undersigned thereunto duly
authorized.

MONITRONICS INTERNATIONAL, INC.

By:

/s/ Michael R. Haislip

Michael R. Haislip
Chief Executive Officer and President
(Principal Executive Officer)

By:
Date: May 14, 2007
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/s/ Michael R. Meyers
Michael R. Meyers
Chief Financial Officer and Vice President
(Principal Financial and Accounting Officer)

Exhibit 10.1
FOURTH AMENDMENT TO CREDIT AGREEMENT
This FOURTH AMENDMENT TO CREDIT AGREEMENT (this “Amendment”), dated as of March 29, 2007, amends certain provisions of the Credit Agreement
dated as of August 25, 2003, as amended by a First Amendment to Credit Agreement dated as of July 14, 2004, a Second Amendment to Credit Agreement dated as of
March 28, 2005, and a Third Amendment to Credit Agreement dated as of March 29, 2006 (as so amended, and as further amended from time to time prior to the date hereof,
the “Existing Credit Agreement”) by and among Monitronics International, Inc., a Texas corporation (the “Borrower”), the Lenders from time to time party thereto, Bank of
America, N.A., as successor by merger to Fleet National Bank, as Administrative Agent for the Credit Parties, and Bank of America, N.A., as Syndication Agent for the Credit
Parties.
W I T N E S S E T H:
WHEREAS, the Borrower has requested that the Credit Parties agree to certain amendments to the Existing Credit Agreement; and
WHEREAS, upon and subject to the terms hereof, in accordance with Section 11.1 of the Credit Agreement (as defined below), the Credit Parties hereby agree to the
amendments to the Existing Credit Agreement as specified herein;
NOW, THEREFORE, for good and valuable consideration, the receipt and sufficiency of which are hereby acknowledged, the parties hereto agree as follows.
ARTICLE I
DEFINITIONS AND RULES OF INTERPRETATION
Each capitalized term that is used herein and is defined in the Existing Credit Agreement shall have the meaning specified therein unless such term is otherwise
defined herein. In addition, the rules of interpretation set forth in Section 1.3 of the Existing Credit Agreement apply herein. As used herein, the term “Credit Agreement”
shall mean the Existing Credit Agreement as amended by and through the date hereof, including by this Amendment, and as further amended, restated, modified,
supplemented and/or extended from time to time. This Amendment is a Loan Document.
ARTICLE II
AMENDMENTS, ETC.
Section 2.1.
Agreement:

Section 2.2.
(a)

Amendments to Schedules. The following Schedules amend, replace and supersede the corresponding Schedules attached to the Existing Credit
Schedule 4.5(a)
Schedule 4.5(b)
Schedule 4.6

Properties
Intellectual Property
Proceedings

Schedule 4.8
Schedule 4.13
Schedule 4.16
Schedule 4.20

Material Agreements and Licenses
Ownership of the Borrower and its Subsidiaries
Insurance
Depository and Other Accounts

Amendments to Section 1.1. Section 1.1 of the Existing Credit Agreement is hereby amended as follows:
Additional Definition. The following definition is hereby added to Section 1.1 of the Credit Agreement in alphabetical order:

“‘Fourth Amendment Closing Date’ shall mean the date upon which the Fourth Amendment to Credit Agreement among the Borrower and the Credit Parties
shall have been executed by each of the parties thereto and all conditions set forth in Section 3.3 of such Fourth Amendment to Credit Agreement have been
satisfied or waived.”
Section 2.3.
Amendment to Section 4.6. Section 4.6 of the Existing Credit Agreement is hereby amended by deleting each reference to the term “Third
Amendment Closing Date” appearing therein and inserting in lieu thereof the term “Fourth Amendment Closing Date”.
Section 2.4.
Amendment to Section 4.8(a). Section 4.8(a) of the Existing Credit Agreement is hereby amended by deleting the term “Third Amendment
Closing Date” appearing therein and inserting in lieu thereof the term “Fourth Amendment Closing Date”.
Section 2.5.
Amendment to Section 4.13(a). Section 4.13(a) of the Existing Credit Agreement is hereby amended by deleting the term “Third Amendment
Closing Date” appearing therein and inserting in lieu thereof the term “Fourth Amendment Closing Date”.
Section 2.6.
Amendment to Section 4.16. Section 4.16 of the Existing Credit Agreement is hereby amended by deleting each reference to the term “Third
Amendment Closing Date” appearing therein and inserting in lieu thereof the term “Fourth Amendment Closing Date”.
Section 2.7.
Amendment to Section 4.21. Section 4.21 of the Existing Credit Agreement is hereby amended by deleting the term “Third Amendment Closing
Date” appearing therein and inserting in lieu thereof the term “Fourth Amendment Closing Date”.
Section 2.8.
Amendment to Section 8.17. Section 8.17 of the Existing Credit Agreement is hereby amended by deleting the phrase “;provided, further, that
notwithstanding the foregoing, for the fiscal year ending June 30, 2006, the Borrower and its Subsidiaries may make Capital Expenditures in an aggregate amount up to Six
Million Five Hundred Thousand
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Dollars ($6,500,000) and the Borrower may carry forward any permitted but unused Capital Expenditures from the fiscal year ended June 30, 2006 to the fiscal year ended
June 30, 2007” and inserting in lieu thereof the phrase “; provided, further, that notwithstanding the foregoing, for the fiscal year ending June 30, 2007, the Borrower and its
Subsidiaries may make Capital Expenditures in an aggregate amount up to Eight Million Dollars ($8,000,000) and the Borrower may carry forward any permitted but unused

Capital Expenditures from the fiscal year ended June 30, 2007 to the fiscal year ended June 30, 2008”.
ARTICLE III
REPRESENTATIONS AND WARRANTIES, COVENANTS, CONDITIONS
PRECEDENT, ETC.
Section 3.1.

Confirmation of Representations, Warranties and Covenants, Etc. The Borrower, by execution of this Amendment, certifies to the Credit Parties

that:
(a)
Each of the representations and warranties set forth in the Credit Agreement and the other Loan Documents is true and correct in all material respects
on and as of the date hereof, except to the extent such representations and warranties expressly relate to an earlier date, as if fully set forth in this Amendment and that,
as of the date hereof, no Default or Event of Default has occurred and is continuing under the Credit Agreement or any other Loan Document;
(b)
The Borrower is in compliance in all material respects with all of the terms and provisions set forth in the Credit Agreement on its part to be
observed or performed on or prior to the date of this Amendment; and
(c)
Since June 30, 2006, there has been no change in the assets or liabilities or in the financial or other condition of the Borrower or any of its
Subsidiaries that could have a Material Adverse effect.
Section 3.2.
Authorization, Validity and Enforceability. This Amendment has been duly authorized, executed and delivered by the Borrower and constitutes,
and the Credit Agreement, and each of the other Loan Documents, as amended by and through the date hereof, constitute, legal, valid and binding obligations of the Borrower,
enforceable against the Borrower in accordance with their respective terms, except as the enforcement thereof may be limited by applicable bankruptcy, insolvency or similar
laws affecting the enforcement of rights of creditors generally and except to the extent that enforcement of rights and remedies set forth therein may be limited by equitable
principles (regardless of whether enforcement is considered in a court of law or a proceeding in equity).
Section 3.3.
Conditions Precedent. Prior to or concurrently with the execution of this Amendment, and as a condition to the obligation of the Credit Parties to
execute this Amendment:
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(a)

The Administrative Agent shall have received a certificate, dated the Fourth Amendment Closing Date, of the Secretary of the Borrower:

(i)
attaching a true and complete copy of the resolutions of its Board of Directors and of all other documents evidencing all necessary
corporate action (in form and substance satisfactory to the Administrative Agent) taken to authorize the execution, delivery and performance of this
Amendment and each of the other documents and instruments contemplated hereby;
(ii)
setting forth the incumbency of its officers who are authorized to and who sign this Amendment, including therein a signature specimen of
such officers; and
(iii)

attaching a certificate of good standing of the Secretary of State of the jurisdiction of its formation.

(b)
The Credit Parties shall have received all fees and other amounts due and payable to the Credit Parties, and their respective Affiliates, under the
Credit Agreement, the other Loan Documents or any separate letter agreement or other arrangement(s) among the Borrower and the Administrative Agent and
Syndication Agent to the extent that such fees or other amounts are payable on or prior to the Fourth Amendment Closing Date, including, to the extent invoiced with
reasonable detail, reimbursement or payment of the fees and disbursements of Special Counsel and all other out-of-pocket expenses required to be reimbursed or paid
by the Borrower hereunder.
(c)
The Administrative Agent shall have received a waiver executed by the Borrower and NML under the Subordinated Note and Warrant Purchase
Agreement, dated January 18, 2002, as amended, between the Borrower and NML in form and substance satisfactory to the Administrative Agent.
(d)
No injunction, writ, restraining order, or other order of any nature prohibiting, directly or indirectly, the consummation of the transactions
contemplated herein or by the other Loan Documents shall have been issued by any Governmental Authority against the Borrower, the Administrative Agent or any
Lender.
(e)
The Administrative Agent shall have received all other information and documents which the Administrative Agent or its counsel may reasonably
have requested in connection with the transactions contemplated by this Amendment, such information and documents where appropriate to be certified by one of the
Borrower’s officers or a Governmental Authority.
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ARTICLE IV
MISCELLANEOUS PROVISIONS
Section 4.1.
Survival. Except as expressly provided herein, this Amendment does not constitute a waiver of or amendment to any provision of the Existing
Credit Agreement or any of the other Loan Documents and does not affect any other term, condition or provision of the Existing Credit Agreement or any of the other Loan
Documents, each of which shall continue in full force and effect.
Section 4.2.
Governing Law. This Amendment and the rights and obligations of the parties hereunder shall be construed in accordance with and be governed
by the laws of the State of New York (without giving effect to the principles thereof relating to conflicts of law).
Section 4.3.
Counterparts. This Amendment may be executed in any number of counterparts and by the different parties hereto on separate counterparts,
including facsimile counterparts, each of which when so executed and delivered shall be an original, but all of which shall together constitute one and the same instrument.
Section 4.4.
Headings. The headings of the several Articles, Sections and subsections of this Amendment are inserted for convenience only and shall not in any
way affect the meaning or construction of any provision of this Amendment.

[Signature pages follow]
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IN WITNESS WHEREOF, the parties hereto have caused their duly authorized officers to execute and deliver this Amendment as of the date first above written.
MONITRONICS INTERNATIONAL, INC.
By:

/s/ Stephen M. Hedrick
Name: Stephen M. Hedrick
Title: Vice President - Finance

BANK OF AMERICA, N.A.,
as Administrative Agent
By:

/s/ William Faidell, Jr.
Name: William Faidell, Jr.
Title: Assistant Vice President

BANK OF AMERICA, N.A.,
as Syndication Agent and Lender
By:

/s/ John F. Lynch
Name: John F. Lynch
Title: Senior Vice President

[Counterpart signature pages of Lenders follow]

Exhibit 10.2

MONITRONICS INTERNATIONAL, INC.

________________________

WAIVER AGREEMENT
Dated as of March 29, 2007
As To
SUBORDINATED NOTE AND WARRANT PURCHASE AGREEMENT
Dated as of January 18, 2002

________________________

Re: 14.5% Subordinated Notes due March 1, 2010
and
Warrants
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WAIVER AGREEMENT
This Waiver Agreement (the “Agreement”) dated as of March 29, 2007 is made by and between Monitronics International, Inc. (the “Company”) and The
Northwestern Mutual Life Insurance Company (“NML”).
RECITALS:
A.
The Company and NML have entered into a Subordinated Note and Warrant Purchase Agreement dated as of January 18, 2002 (as amended, the
“Purchase Agreement;” terms defined in the Purchase Agreement which are used herein shall have the same meaning as are set forth in the Purchase Agreement for such
terms unless otherwise defined herein).
B.
The Company has requested that NML waive certain provisions of the Purchase Agreement and NML is willing to grant such a waiver, but only
on the terms set forth in this Agreement.
AGREEMENT:
In consideration of the recitals set forth above, the terms contained herein, and other good and valuable consideration, the receipt and sufficiency of which are
hereby acknowledged, the parties hereto agree as follows:
1.
Waiver. NML hereby waives the Company’s obligations under Section 7.02(k) of the Purchase Agreement to limit the amount of Capital
Expenditures made by the Company and its Subsidiaries during the Company’s fiscal year ending June 30, 2007, provided that the aggregate amount of Capital Expenditures
made by the Company and its Subsidiaries during the Company’s fiscal year ending June 30, 2007 does not exceed $8,500,000 and the Company may carry forward any
permitted but unused Capital Expenditures from the fiscal year ended June 30, 2007 to the fiscal year ended June 30, 2008.
2.
Representations and Warranties. The Company represents and warrants that: (A) the execution and delivery by the Company of this
Agreement (1) are within its corporate powers, (2) have been duly authorized, (3) are not in contravention of the terms of its constitutive documents, or of any contract,
instrument, indenture or other agreement or undertaking to which it is a party or by which it or any of its property is bound or any law, judgment, decree or order applicable to
it, and (4) do not require any governmental consent, registration or approval or any filing with or notice to any governmental entity or other third party; (B) this Agreement,
and the Purchase Agreement as modified hereby, constitute the legal, valid and binding obligation of the Company, enforceable against the Company in accordance with their
respective terms, except as such enforceability may be limited by (1) bankruptcy, insolvency, reorganization or other similar laws affecting the enforcement of creditors’ rights

generally and (2) general principles of equity (regardless of whether such enforceability is considered in a proceeding in equity or at law); (C) since June 30, 2006, there has
been no change in the assets or liabilities or in the financial or other condition of the Company or any of
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its Subsidiaries that could reasonably be expected to have a Material Adverse Effect; and (D) as of the date hereof (and, after giving effect hereto) there exists no Default or
Event of Default.
4.

Miscellaneous.

4A.
Ratification. The Company each hereby ratifies, approves and reaffirms the provisions set forth in the Purchase Agreement, and, except as
expressly modified hereby, the Purchase Agreement remains in full force and effect.
4B.
No Further Waiver. Except as specifically stated herein, the execution, delivery and effectiveness of this Agreement shall not operate as a
waiver of any right, power or remedy of NML, nor constitute an amendment or waiver of, or consent to any departure from, any provision of the Purchase Agreement or any
other document, instrument or agreement executed or delivered in connection therewith.
4C.
Fees. The Company agrees to pay on demand all costs and expenses of NML in connection with the preparation, execution and delivery of this
Agreement and any and all other instruments and documents delivered hereunder.
4D.
of the State of New York.

Governing Law. This Agreement shall be construed and enforced in accordance with, and the rights of the parties shall be governed by, the law

4E.
Headings. Section headings in this Agreement are included herein for convenience of reference only and shall not constitute a part of this
Agreement for any other purpose.
4F.
Counterparts. This Agreement may be executed by one or more of the parties to this Agreement on any number of separate counterparts and all
of said counterparts taken together shall be deemed to constitute one and the same instrument. Delivery by any party of telecopied copies of executed counterparts hereof shall
constitute execution and delivery hereof by such party.
[Signature page follows]
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IN WITNESS WHEREOF, this Agreement has been duly executed as of the day and year first above written.
MONITRONICS INTERNATIONAL, INC.
By:

/s/ Stephen M. Hedrick
Name: Stephen M. Hedrick
Title: Vice President - Finance

THE NORTHWESTERN MUTUAL LIFE
INSURANCE COMPANY
By:

/s/ Mark Kishler
Name: Mark Kishler
Title: Its Authorized Representative

[Signature Page to Waiver Agreement]
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EXHIBIT 31.1
CERTIFICATIONS
I, Michael R. Haislip, certify that:
1.

I have reviewed this Quarterly Report on Form 10-Q of Monitronics International, Inc.;

2.

Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the statements made, in
light of the circumstances under which such statements were made, not misleading with respect to the period covered by this report;

3.

Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the financial condition,
results of operations and cash flows of the registrant as of, and for, the periods presented in this report;

4.

The registrant’s other certifying officer(s) and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in Exchange Act Rules
13a-15(e) and 15d-15(e)) for the registrant and have:

5.

Date:

a)

Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to ensure that material
information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those entities, particularly during the period in
which this report is being prepared;

b)

Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions about the effectiveness of the
disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and

c)

Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s most recent fiscal quarter (the
registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to materially affect, the registrant’s internal
control over financial reporting; and

The registrant’s other certifying officer(s) and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the registrant’s
auditors and the audit committee of the registrant’s board of directors (or persons performing the equivalent functions):
a)

All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are reasonably likely to adversely
affect the registrant’s ability to record, process, summarize and report financial information; and

b)

Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s internal control over financial
reporting.
May 14, 2007
/s/ Michael R. Haislip
Michael R. Haislip
Chief Executive Officer and President
(Principal Executive Officer)

EXHIBIT 31.2
CERTIFICATIONS
I, Michael R. Meyers, certify that:
1.

I have reviewed this Quarterly Report on Form 10-Q of Monitronics International, Inc.;

2.

Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the statements made, in
light of the circumstances under which such statements were made, not misleading with respect to the period covered by this report;

3.

Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the financial condition,
results of operations and cash flows of the registrant as of, and for, the periods presented in this report;

4.

The registrant’s other certifying officer(s) and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in Exchange Act Rules
13a-15(e) and 15d-15(e)) for the registrant and have:

5.

Date:

a)

Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to ensure that material
information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those entities, particularly during the period in
which this report is being prepared;

b)

Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions about the effectiveness of the
disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and

c)

Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s most recent fiscal quarter (the
registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to materially affect, the registrant’s internal
control over financial reporting; and

The registrant’s other certifying officer(s) and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the registrant’s
auditors and the audit committee of the registrant’s board of directors (or persons performing the equivalent functions):
a)

All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are reasonably likely to adversely
affect the registrant’s ability to record, process, summarize and report financial information; and

b)

Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s internal control over financial
reporting.
May 14, 2007
/s/ Michael R. Meyers
Michael R. Meyers
Chief Financial Officer and Vice President
(Principal Financial and Accounting Officer)

EXHIBIT 32.1
CERTIFICATIONS PURSUANT TO
18 U.S.C. SECTION 1350
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002
In connection with the Quarterly Report of Monitronics International, Inc. (the “Company”) on Form 10-Q for the period ended March 31, 2007 as filed with the
Securities and Exchange Commission on the date hereof (the “Report”), I, Michael R. Haislip, President and Chief Executive Officer of the Company, certify, pursuant to 18
U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, that:
(1)

The Report fully complies with the requirements of section 13(a) or 15(d) of the Securities Exchange Act of 1934, as amended; and

(2)

The information contained in the Report fairly presents, in all material respects, the financial condition and results of operations of the Company.
By:

Date: May 14, 2007

/s/ Michael R. Haislip
Michael R. Haislip
Chief Executive Officer and President
(Principal Executive Officer)

EXHIBIT 32.2
CERTIFICATIONS PURSUANT TO
18 U.S.C. SECTION 1350
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002
In connection with the Quarterly Report of Monitronics International, Inc. (the “Company”) on Form 10-Q for the period ended March 31, 2007 as filed with the
Securities and Exchange Commission on the date hereof (the “Report”), I, Michael R. Meyers, Chief Financial Officer and Vice President of the Company, certify, pursuant to
18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, that:
(1)

The Report fully complies with the requirements of section 13(a) or 15(d) of the Securities Exchange Act of 1934, as amended; and

(2)

The information contained in the Report fairly presents, in all material respects, the financial condition and results of operations of the Company.
By:

Date: May 14, 2007

/s/ Michael R. Meyers
Michael R. Meyers
Chief Financial Officer and Vice President
(Principal Financial and Accounting Officer)

