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Item 1.01. Entry into a Material Definitive Agreement.

On November 19, 2004, Payments Inc. (“Payments’), a wholly-owned subsidiary of
DCAP Group, Inc. (“DCAP’), received a commitment letter (the “Commitment Letter”) from
Manufacturers and Traders Trust Company (“M&T”) for a new line of credit to finance its
premium finance recavables. The new fadility is to replace M&T's exising line of credit which
is scheduled to mature in July 2005. Pursuant to the Commitment Letter, the Sze of the credit
facility will increese from $18 million to $25 million. Subject to certain conditions, M&T has
proposed to arange an additiona $10 million credit facility on a “best efforts’ bass. The new
line is to mature on June 30, 2007. The Commitment Letter dso provides that Payments will
have the choice of a LIBOR-based rate or a rate based on M&T's prime rate. This would result
in an initid reduction in the interest rate payable by Payments, reéative to its exiging line of
credit, of a least 1.5% per aonum. In addition, the Commitment Letter contemplates the early
redemption of up to $2 million of DCAPs 12.625% subordinaied debt under certan
cdrcumgances. M&T's commitment to provide the increased credit facility described above
pursuant to the Commitment Letter is subject to certain conditions to closng. No assurance can
be given that the conditions to closing will be satisfied.
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