
  
 
 
 

PRESIDENTS MESSAGE TO SHAREHOLDERS  
 

We are pleased to provide the Shareholders of RIFCO INC. with this interim report, which summarizes the 
activities of the Company during its first quarter as a public company ending June 30, 2003. The income 
comparison results are to the private company “Repair Industry Finance Corporation”. 
 
Loan originations in this quarter increased by approximately 377% to $906K from the $189K processed in 
the first quarter of 2002. Loan receivables increased by 33% to approximately $1,860K an increase of $460K 
over the March 31, 2003 closing balance of $1,400K. 
 
RIFCO is reporting a loss before income taxes of $119,942 an increase of $14,131 over the first quarter of 
2002. This was expected and part of our business plan. We are continuing to work toward our goal of 
achieving profitability on a monthly basis this year. Items that impacted the loss position in the first quarter 
included: Firstly, there was an increase in marketing & administration employee costs in order to both 
generate & process expected loan volume increases. Secondly, there was an increase in travel expenses 
associated with new territory launches & servicing existing territories. Thirdly, new expenses associated with 
going public & the change of the Company’s year end occurred. Fourthly, due to the increased loan 
receivable portfolio, the Provision for Loss (5.0%) increased.   It is of note that actual write off amounts for 
the quarter, are below provision levels. 
 
In the last quarter the Company grew the Valued Repairer network to 761 locations with enrollments of 155 
new sites. The enrollment rate was reduced by design to allow our marketing staff to focus on a call back 
program to existing repairers which was intended to increase per outlet loan volume originations. It is 
expected that the benefits of this program will be reflected in the Company’s second quarter results. RIFCO 
processed over 650 credit applications in this quarter. The number of applications processed continues to 
increase as the Convenient Payment Plan is offered at more repair facility outlets. 
 
Over the past three months RIFCO continued its geographical expansion to include Manitoba and we are 
now gearing up for Ontario. We continue to pursue industry relationships and welcome the Boyd Collision 
Centers in Alberta to the RIFCO Valued Repairer network. 
 
We continue to be enthusiastic about the many opportunities that are presented to us within the Automotive 
Aftermarket Industry, and we thank you all for your continued support and confidence in us.      
 
 
 
 
R.L. (Lee) Emerson 
President & Chief Executive Officer 
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MANAGEMENT’S DISCUSSION AND ANALYSIS 
 
OVERVIEW 
 
RIFCO Inc. (TSXV: RFC) operates through its wholly owned subsidiary Repair Industry Finance 
Corporation.  RIFCO is a specialty consumer finance corporation with a focus on the automotive 
aftermarket industry.   
 
RIFCO provides Automotive Repair Financing and Vehicle Purchase Financing (“Convenient Payment 
Plan”) to mid-market motorists through a growing network of licensed repair facilities and select used 
vehicle retailers.  Revenue is derived from interest charged on loans as well as fees earned at loan 
origination.   
 
RIFCO’s customers benefit by being able to convert major repair or purchase costs into affordable 
monthly payments.  
 
Repair facilities & vehicle retailers benefit by being able to offer customers a means of financing repairs 
and/or used vehicle purchases enabling those facilities to compete effectively to increase sales and 
profits. 
 
 
RESULTS OF OPERATIONS 
 
Repair Industry Finance Corporation reported a loss before income taxes of $119,942 for the three-month 
period ended June 30, 2003, as compared to a loss of $105,811 for the three months ending June 30, 
2002. 
 
Revenues  
 
The company’s revenues for the three-month period ended June 30, 2003 were $234,869 compared to 
$31,997 for the three-months ending June 30, 2002. This represents a 634% increase in revenue year 
over year. Revenues continue to increase with the growth in loan originations and finance receivables. 
The loan portfolio generates interest income along with loan origination fees and commissions. 
Collection activity also generates additional fee income. 
 
Gross Profit  
 
The Company’s gross profit for the three-month period ending June 30, 2003 was $136,205, compared to 
$15,988 for the three-months ending June 30, 2002. Gross profit, as a percentage of sales, increased to 
58% from 50% in the prior period an increase of 8%. The company considers its cost of goods to be hard 
costs associated with loan originations & interest on debt. As loan origination volume increases the  

 
 RIFCO INC. 
 FIRST QUARTER REPORT 2003



company’s gross profit will be positively impacted by reduced borrowing costs as more senior debt is 
utilized versus more expensive Mezzanine debt, decreasing the overall cost of funds. 
 
Interest 
 
The interest expense for the three-month period ended June 30, 2003 was $44,935, compared to $6,793 
for the three-months ending June 30, 2002. The interest expense increased due to higher debt levels to 
fund increased loan volumes. At June 30, 2003 the company had a credit line of $1,250,000 which was 
utilized up to $300,000 and bears an interest rate of Charter Bank Prime plus 1.7%. 
 
Provision for Credit Losses 
 
The provision for credit losses for the three-month period ending June 30, 2003 totalled $41,459, 
compared to $8,222 for the three-months ending June 30, 2002. Of the $41,459 in provisional expenses, 
$24,228 was used to increase the allowance for credit losses recorded on the balance sheet, and $17,231 
was used to offset net portfolio losses. Actual credit losses include all collection costs & it should be 
noted that the company received $8,627 in NSF & collection fee income in the same period.  
 
Operating Expense 
 
The operating expenses for the three-month period ended June 30, 2003 totalled $214,492, compared to 
$111,513 for the three-months ending June 30, 2002. 
 
Advertising and Promotion for the three-month period ending June 30, 2003 totalled $14,797 of which 
57% were expenses relating to providing our enrolled repairer network (761 sites) with RIFCO’S point 
of sale materials required to promote and conduct business. In the three-months ending June 30, 2002, 
expenses consisted of $20,602 in advertising and promotion. The decrease is largely due to improved 
volume pricing on point of sale materials. 
 
Capital Assets purchased in the three-month period ending June 30, 2003 totalled $8,454, which compare 
to $3,100 in the prior three-months ending June 30, 2002. Asset purchases were office furniture, 
computer hardware & software. 
 
General and Administrative expenses were $77,720 for the three-months ending June 30, 2003, 
compared to $39,654 for the three-months ending June 30,2002. Growth in general & administrative 
expenses is a reflection of increased loan origination and management volumes and travel expenses for 
repairer enrolment. General Administrative expenses are comprised of Office & Telephone, Travel & 
Auto, Rental, Insurance, Amortization, and Professional Fees. Professional Fees continue to be 
significant and totalled $14,211 or 18% of General and Administrative expenses which were made up of 
accounting, banking and legal fees.     
 
Wages and benefits expenses totalled $121,975 for the three-month period ending June 30, 2003, 
compared to $51,257 in the three-months ending June 30, 2002. In order to support the growth in its 
operations and finance receivables portfolio, the number of employees has increased from 5 at June 30, 
2002 to 12 at June 30, 2003. Current staff levels are well positioned to handle volume increases and it is 
expected that the hiring rate will slow in the next several quarters.  
 
Asset Review  
 
The Company’s growth momentum continued during the three-month period ended June 30, 2003. Total 
assets increased by $133,174 to $2,290,691 from March 31, 2003, an increase of 6%. Non-producing 
intangible assets have increased by $36,058 from $270,507 at March 31, 2003 to $306,565 at June 30, 



2003. As a percentage of total assets, the non-producing assets have increased 0.9% from 12.5% to 
13.4%. The largest portion (83%) is made up of a future tax benefit.  
 
Enrolled Valued Repairer & Dealer Network 
 
While the benefit of an increased network is not shown as an asset on the balance sheet, it should be 
noted that outlets offering our Convenient Payment Plan grew from 606 on March 31, 2003 to 761 at 
June 30, 2003, an increase of 155 outlets or 25.5% in the quarter. We expect this rate of enrolment to 
continue for the foreseeable future. 
 
Finance Receivables 
 
Finance receivables are secured by motor vehicle assets and are registered at the applicable provincial 
property registry. As at June 30, 2003, the company had 888 loans outstanding of which 9.2% were in 
arrears between 11-120 days with 2.5% in the over 60 day delinquent category. Repair loans are granted 
at 27.8%, average $2,000 at origination and are amortized over a 24 month term.  Purchase loans average 
$7,500 at origination, are amortized over a 36 month term and also bear an interest rate of 27.8%. The 
company’s loan receivables are comprised of the Repair & Purchase loans which may be paid off at any 
time without penalty and have average monthly run off rates of 9% & 5.0% respectively.  The increase in 
the size of the finance receivable portfolio is due to the company’s expansion of the repairer & dealer 
network offering our Convenient Payment Plan.  
 
RIFCO’S finance receivables at June 30, 2003 were $1,857,938 compared to $231,294 at June 30, 2002. 
Funds advanced (Loan originations) on finance receivables in the three-months ending June 30,2002 
amounted to $189,752, compared to $905,829 in the prior three-months ending June 30, 2003. Loan 
originations are expected to increase proportionately with our geographic roll out and continual 
enrolment of new repairer dealer outlets. 



RIFCO INC.
Consolidated Statement of Loss and Deficit
(unaudited)

3 months ended 3 months ended
June 30, 2003 June 30, 2002

Financial revenue
Loan fees 108,291$       22,736             
Loan interest 117,951         8,384               
NSF and collection fees 8,627             877                  

234,869         31,997             
Financial expenses
Financing fees and insurance 53,729           9,216               
Interest 44,935           6,793               

98,664           16,009             

Net financial income 136,205         15,988             

Operating expenses
Wages and benefits 121,975         51,257             
Travel and auto 28,665           7,497               
Office and telephone 20,376           11,181             
Promotion and advertising 14,797           20,602             
Professional fees 14,211           13,268             
Rental 6,845             3,852               
Amortization 4,017             2,011               
Insurance 3,606             1,845               

214,492         111,513           

Loss before provision for credit losses
and other income (expenses) (78,287)           (95,525)             

Provision for credit losses 41,459             8,222                

Loss before other income (expenses) (119,746)         (103,747)           

Other income 3,746               213                   
Finance fund raising costs (3,942)             (2,277)               

Loss before income taxes (119,942)         (105,811)           

Future income tax recovery 40,000             44,875              

Net loss (79,942)           (60,936)             

Deficit, beginning of period (456,981)         (184,270)           

Deficit, end of period (536,923)$      (245,206)           

Net loss per common share - basic and diluted (0.01)$            (0.01)                 



RIFCO INC.
Consolidated Balance Sheet
(unaudited)

June 30, 2003 March 31, 2003

ASSETS

Cash -$               374,835           
Accounts receivable 1,500             5,200               
Inventory of supplies 27,419           29,659             
Prepaid expenses and deposits 31,922           18,791             
Deferred financing costs 52,565           56,507             
Finance receivables - net  (note 2) 1,857,938      1,397,615        
Furniture and equipment  (note 4) 65,347           60,910             
Future income taxes 254,000         214,000           

2,290,691$    2,157,517        

LIABILITIES

Bank indebtedness  (note 5) 250,713$       -                   
Accounts payable and accruals 75,244           91,758             
Unsecured debentures  (note 6) 406,527         427,173           
Convertible debenture  (note 7) 1,000,000      999,000           
Obligation under capital lease 18,240           19,677             

1,750,724      1,537,608        

SHAREHOLDERS' EQUITY

Share capital  (note 8) 1,076,890      1,076,890        

Deficit (536,923) (456,981)

539,967         619,909           

2,290,691$    2,157,517        



RIFCO INC.
Consolidated Statement of Cash Flows
(unaudited)

3 months ended 3 months ended
June 30, 2003 June 30, 2002

Cash Provided By (Used For)

Operating activities
Net loss for the period (79,942)$        (60,936)             
Add (deduct) items not affecting cash:
       Amortization 4,017               2,011                
       Provision for credit losses 41,459             8,222                
       Future income tax recovery (40,000)           (44,875)             
Changes in non cash working capital (19,763)           (32,336)             

(94,229)           (127,914)           

Investing activities
Funds advanced on finance receivables (905,829)         (189,752)           
Principal collections on finance receivables 404,047           25,321              
Purchase of furniture and equipment (8,454)             (3,100)               

(510,236)         (167,531)           

Financing activities
Issuance of common shares -                  187,777            
Issuance of preferred shares -                  60,000              
Proceeds from (repayments of) unsecured debentures (20,646)           330,099            
Proceeds from convertible debenture 1,000               -                    
Repayments of obligation under capital lease (1,437)             (1,239)               
Advances from (to) shareholders -                  9,202                

(21,083)           585,839            

Increase (decrease) in cash (625,548)         290,394            

Cash, beginning of period 374,835           65,710              

Cash (bank indebtedness), end of period (250,713)$      356,104            



RIFCO INC. 
Notes to Consolidated Financial Statements 
Three month period ended June 30, 2003 
 
 
 
 
1. Significant Accounting Policies 
 
 
These interim consolidated financial statements should be read in conjunction with the 
consolidated financial statements for the year ended March 31, 2003.  These interim 
consolidated financial statements have been prepared in accordance with Canadian generally 
accepted accounting principles, using the same accounting policies as outlined in Note 2 of the 
consolidated financial statements for the year ended March 31, 2003. 
 
The preparation of the consolidated financial statements in conformity with Canadian generally 
accepted accounting principles requires management to make estimates and assumptions that 
affect the reported amounts of assets and liabilities at the date of the consolidated financial 
statements and the reported amounts of revenue and expenses during the reporting period.  
Actual results could differ from these estimates. 
 
 
 
    
2. Finance Receivables – net   
 

 
 

Principal of finance receivables 1,925,197$   1,447,469     
Accrued interest 30,527          23,704          

Finance receivables 1,955,724     1,471,173     
Less: allowance for credit losses (note 3) (97,786)          (73,558)          

Finance receivables - net 1,857,938$   1,397,615     

June 30, 
2003 

March 31, 
2003 



RIFCO INC. 
Notes to Consolidated Financial Statements 
Three month period ended June 30, 2003 
 
 
 
    
3. Allowance for Credit Losses   
 
 

 
 
 
    
4. Furniture and Equipment   
 
 

 
Furniture and equipment includes $23,615 (accumulated amortization - $3,424) of equipment 
held under capital lease (March 31, 2003 net book value - $21,254). 
 
 
 
 
5. Bank indebtedness 
 
 
The Corporation has a $1,250,000 line of credit with an interest rate of prime plus 1.7%. 
 
 

Allowance, beginning of period 73,558$        3,952            
Provision for credit losses 41,459          78,455          
Write-offs (17,231)          (8,849)            

Allowance, end of period 97,786$        73,558          

Accumulated Net Book Net Book
Cost Amortization Value Value

Furniture and equipment 40,685$   7,650       33,035     34,774     
Computer hardware 32,704     7,146       25,558     18,834     
Computer software 9,673       2,919       6,754       7,302       

83,062$   17,715     65,347     60,910     

June 30, 
2003 

March 31, 
2003 

June 30, 
2003 

March 31, 
2003 



RIFCO INC. 
Notes to Consolidated Financial Statements 
Three month period ended June 30, 2003 
 
 
 
 
6. Unsecured Debentures 
 
 
The debentures are unsecured, with no maturity date and bear interest at 1% per month.  The 
debt may be redeemed by the Corporation with 30 days notice.  The debt may be retracted by 
the debt holder with 90 days notice. 
 
The Corporation committed to a 36 month term on $300,000 which expires on March 28, 2006.  
The debt may be retracted by the debt holder with 90 days notice.  It is understood that 
debentures are postponed and subordinated in favour of the registered senior debt and 
debenture lenders.  Redemption requests are subject to the approval of the registered senior 
debt holders whose consent will not be unreasonably withheld. 
 
 
 
 
7. Convertible Debenture 
 
 
The convertible debenture matures on May 31, 2006 and is convertible, at the option of the 
holder, to common shares at a conversion price of $0.75 per share.  The debentures are 
secured by a general security agreement and bear interest at 1% per month. 
 
 



RIFCO INC. 
Notes to Consolidated Financial Statements 
Three month period ended June 30, 2003 
 
 
 
 
8. Share Capital 
 
 
Authorized: 
 
Unlimited number of common shares 
Unlimited number of preferred shares 
 
Issued 
Common shares 

 
 
Stock Options 
 
At March 31, 2003, the Corporation had 250,000 outstanding options at $0.30 issued to 
directors and officers with an expiry date of May 30, 2006.  Of these options, 87,500 expired on 
June 30, 2003 as result of persons ceasing to be a director of the Corporation.  On April 1, 
2003, 700,000 options were issued to directors and employees at a price of $0.65 expiring on 
April 1, 2008.  These options were issued to replace options that were previously issued by 
Repair Industry Finance Corporation.  The weighted average exercise price of the options is 
$0.58. 
 
During the period, 100,000 warrants were issued at $0.65 per share and expiring on June 1, 
2005. 
 
Escrow Shares 
 
At June 30, 2003, there are 8,187,510  (March 31, 2003 – 8,312,514) shares which are subject 
to a TSX Venture Exchange Tier 2 Surplus Security escrow agreement. 
 

Number Amount

Balance at June 30, 2003 10,472,108   1,076,890$   

Balance at March 31, 2003 10,472,108   1,076,890$   



RIFCO INC. 
Notes to Consolidated Financial Statements 
Three month period ended June 30, 2003 
 
 
 
 
9. Stock-Based Compensation 
 
 
The Corporation has chosen to recognize no compensation expense when stock options are 
granted to employees and directors under stock option plans with no cash settlement features.  
Had compensation expense for the stock option plan been determined and expensed based on 
the fair-value method, the following pro forma amounts would have resulted: 

 
The fair value of each option granted is estimated on the date of grant using the Black-Scholes 
model with assumption for grant as follows: 
 

 

Three months ended
June 30, 2003 June 30, 2002

Compensation cost 190,000$      -                

Net income
     As reported (79,942)$       (60,936)          
     Pro forma (269,942)$     (60,936)          

Loss per share - basic and diluted
     As reported (0.01)$           (0.01)              
     Pro forma (0.03)$           (0.01)              

Three months ended
June 30, 2003 June 30, 2002

Risk free interest rate 3.0%  - 
Expected lives (years) 5.0  - 
Expected volatility 115.0%  - 
Dividend yield 0.0%  - 



RIFCO INC. 
Notes to Consolidated Financial Statements 
Three month period ended June 30, 2003 
 
 
 
 
10. Net Loss Per Common Share 
 
 
The net loss per common share has been calculated based on the weighted average number of 
common shares outstanding for the period ended June 30, 2003 of 10,472,108 (June 30, 2002 
– 7,401,144).  Diluted earnings per share is calculated taking into consideration the potentially 
dilutive effect of the exercising of share options and conversion of the convertible debenture.  
Diluted earnings per share is equal to basic earnings per share as the effect of the share 
options and convertible debenture is not dilutive. 
 
 
 
 
11. Fair Value of Financial Instruments 
 
 
Refer to the March 31, 2003 Annual Report for disclosure related to financial instruments. 




