
  
 

 
 

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 second quarter ending 
September 30, 2003. The income comparison results are to the prior private company 
“Repair Industry Finance Corporation”. 
 
The Management of RIFCO is pleased to report that we are on target to reach all of our 
specific objectives for 2004, as outlined in the 2003 Annual Report. We continue to make 
great strides towards becoming consistently profitable on a monthly basis while 
maintaining a substantial growth rate. Loan originations of $1,960K in the first six 
months already exceed the total loans granted all of last year. 
 
Loan originations in the first six months increased by approximately 349% to $1,960K 
from the $437K processed in the first six months ending September 30, 2002. Net loan 
receivables increased by 40% to approximately $2,605K an increase of $747K over the 
June 30, 2003 closing balance of $1,858K. 
 
RIFCO is reporting a loss before income taxes of $63,279, a decrease of $56,663 over the 
first quarter loss of $119,942. The year to date loss is $183,221 compared to $222,575 in 
the first six months of 2002. 
 
Management maintains a current Provision for Credit Loss of $137,122 calculated at 
5.0% of Finance Receivables. The actual write off and collection costs expense for the 
first six-months was $24,078 net of recoveries. In addition we have earned $20,722 in 
collection revenue in the normal course of business. We remain committed to in-house 
collection expertise as a core competency.   
 
In the second quarter, the Company increased the Valued Repairer network to 856 
locations with enrollment of 95 new sites. RIFCO processed over 700 credit applications 
in the Second Quarter and 2,700 in total to date with over $3.8 million in loans funded. 
The rate of applications processed continues to increase as the Convenient Payment Plan 
is being offered at more repair facility outlets. 
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During the second quarter, RIFCO continued to reach new milestones with its 
geographical expansion into Ontario. This is a major step in becoming a recognized 
national firm. RIFCO continues to enroll the 38 Master Mechanic locations in Ontario as 
announced on September 25, 2003. We were also very pleased to announce that our 
Senior Debt line at a major Canadian Chartered Bank was increased from $1.25 million 
to $3.5 million. These funds, along with our ongoing mezzanine debt program are 
expected to be sufficient to meet all of this year’s growth targets. 
  
We are quite pleased with the trends that are emerging and investors can now start to 
chart a course that shows the potential impact that RIFCO can have on its market niche.  
 
It is important to remember that RIFCO is a simple business…..…We lend money and 
we collect money. We earn a healthy margin while serving a niche in the Automotive 
Aftermarket in which we have little competition. If we do these two things well, while 
growing our delivery network, you the Shareholder will be happy with the results. 
 
We, the Management of RIFCO, will continue to do our utmost to prove to our 
Shareholders that we can continue to do these two things well. Thank you for your 
ongoing support. 
 
 
 
R.L. (Lee) Emerson 
President and Chief Executive Officer 
 



 
 
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 under a secured loan program.  
 
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 $183,221 for 
the six-month period ended Sept 30, 2003, as compared to a loss of $222,575 for the six-
months ending Sept 30, 2002. 
 
Revenues  
 
The company’s revenues for the six-month period ended Sept 30, 2003 were $568,131 
compared to $91,097 for the six-months ending Sept 30, 2002. This represents a 524% 
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. 
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Gross Profit 
 
The Company’s gross profit for the six-month period ending Sept 30, 2003 was $345,648 
compared to $45,592 for the six-months ending Sept 30, 2002. The average gross profit 
margin, as a percentage of sales, increased to 60.8% from 50% in the six-months ending 
Sept 30, 2003 an improvement of 10.8%. The actual gross profit margin improved in the 
second quarter to 62.8% from 58.0% in the first quarter of 2003.  The company records 
its cost of goods as all hard costs associated with loan originations & interest on debt. 
Management expects that as loan origination volumes increase the 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 average cost of funds 
 
Interest 
 
The interest expense for the six-month period ended Sept 30, 2003 was $100,843 
compared to $21,480 for the six-months ending Sept 30, 2002. The interest expense 
increased due to higher debt levels to fund increased loan volumes. At Sept 30, 2003 the 
company had a margined credit line of $3,500,000 which was utilized up to $900,000 and 
bears an interest rate of Charter Bank Prime plus 1.7%. 
 
Provision for Credit Losses 
 
The total accumulated Provision for Credit Losses at Sept 30, 2003 is $137,122. The 
provision for credit losses for the six-month period ending Sept 30, 2003 totalled $87,642 
compared to $18,443 for the six-months ending Sept 30, 2002. Of the $87,642 in 
provisional expenses, $63,564 was used to increase the provision for credit losses 
recorded on the balance sheet, and $24,078 was used to offset actual net portfolio losses. 
In the 3 months ending Sept 30, 2003 the provision for credit losses was increased by 
$46,183 and the actual credit losses in the second quarter was $6,847. Reported credit 
losses include all collection costs & recoveries. In the normal course of business the 
company has earned $20,722 in NSF & collection fee revenue in the first six-months. Of 
which $12,095 was earned in the second quarter.  
 
Operating Expense 
 
The operating expenses for the six-month period ended Sept 30, 2003 totalled $440,488 
compared to $245,148 for the six-months ending Sept 30, 2002. 
 
Advertising and Promotion for the six-month period ending Sept 30, 2003 totalled 
$52,941 of which 57% were expenses relating to providing our enrolled repairer network 
(856 sites) with RIFCO’S point of sale materials and promotions to encourage increased 
loan volumes. In the six-months ending Sept 30, 2002, expenses totalled $38,558 in 
advertising and promotion.  
 
Capital Assets purchased in the six-month period ending Sept 30, 2003 totalled $9,411 
which compare to $6,753 in the prior six-months ending Sept 30, 2002. Asset purchases 
were office furniture, computer hardware & software. 



 
General and Administrative expenses were $141,631 for the six-months ending Sept 30, 
2003, compared to $83,086 for the six-months ending Sept 30,2002. Growth in general & 
administrative expenses is a reflection of increased loan origination, managements 
administration of the loan portfolio 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 $27,746 or 19.6% of General and Administrative expenses which 
were made up of accounting, banking and legal fees.     
 
Wages and benefits expenses totalled $245,916 for the six-month period ending Sept 30, 
2003, compared to $123,504 in the six-months ending Sept 30, 2002. In order to support 
the growth in its operations and finance receivables portfolio, the number of employees 
has increased from 6 at Sept 30, 2002 to 12 at Sept 30, 2003. Current staff levels are 
adequate to handle current loan volumes. Management expects to add additional staff as 
growth requires. There was no staffing increase in the last quarter.  
 
Asset Review  
 
The Company’s growth continued during the six-month period ended Sept 30, 2003. 
Total assets increased by $886,813 to $3,044,330 from March 31, 2003, an increase of 
41%. Non-producing intangible assets have increased by $53,116 from $270,507 at 
March 31, 2003 to $323,623 at Sept 30, 2003. As a percentage of total assets, the non-
producing assets have decreased 1.9% from 12.5% to 10.6%. The largest portion (85%) 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 856 at Sept 30, 2003, an increase of 250 outlets or 41.3% in the first 
two quarters. We expect our enrolment to continue for the foreseeable future and we are 
on target to reach our March 31, 2004 target of 1,200 Valued Repairers & Dealers. 
 
Finance Receivables 
 
Finance receivables are secured by motor vehicle assets and are registered at the 
applicable provincial property registry. As at Sept 30, 2003, the company had 1,113 loans 
outstanding of which 10.2% were in arrears between 11-120 days with 1.4% in the over 
60 day delinquent category. The over 60 day accounts have reduced by 1.1% in the last 
quarter. 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 average interest rate of 27.8%. The 
company’s loan receivables are comprised of the Repair loans & 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 increased per site volume and the company’s expansion of the Repairer & Dealer 
network offering our Convenient Payment Plan.  
 
RIFCO’S net finance receivables at Sept 30, 2003 were $2,605,318 compared to 
$411,578 at Sept 30, 2002 an increase of 533%. Funds advanced (Loan originations) on 
finance receivables in the six-months ending Sept 30, 2002 amounted to $437,139 
compared to $1,959,545 in the six-months ending Sept 30, 2003 an increase of 346%. 
Loan originations are expected to increase proportionately with continual enrolment of 
new repairer/dealer outlets. 
 



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

3 months ended 6 months ended
September 30, 2003 September 30, 2002 September 30, 2003 September 30, 2002

Financial revenue
Loan interest 165,906$       26,415           283,857         34,799             
Loan fees 155,261         30,397           263,552         53,133             
NSF and collection fees 12,095           2,288             20,722           3,165               

333,262         59,100           568,131         91,097             
Financial expenses
Financing fees and insurance 67,911           14,809           121,640         24,025             
Interest 55,908           14,687           100,843         21,480             

123,819         29,496           222,483         45,505             

Net financial income 209,443         29,604           345,648         45,592             

Operating expenses
Wages and benefits 123,941         72,247           245,916         123,504           
Promotion and advertising 38,144           17,956           52,941           38,558             
Travel and auto 17,059           9,964             45,724           17,461             
Office and telephone 21,052           13,979           41,428           25,160             
Professional fees 13,535           11,784           27,746           25,052             
Rental 5,804             3,755             12,649           7,607               
Amortization 4,077             2,272             8,094             4,283               
Insurance 2,384             1,678             5,990             3,523               

225,996         133,635         440,488         245,148           

Loss before provision for credit losses
and other income (expenses) (16,553)           (104,031)         (94,840)           (199,556)           

Provision for credit losses 46,183            10,221            87,642            18,443              

Loss before other income (expenses) (62,736)           (114,252)         (182,482)         (217,999)           

Other income 3,399              1,098              7,145              1,311                
Finance fund raising costs (3,942)             (3,610)             (7,884)             (5,887)               

Loss before income taxes (63,279)           (116,764)         (183,221)         (222,575)           

Future income tax recovery 21,000            51,125            61,000            96,000              

Net loss (42,279)           (65,639)           (122,221)         (126,575)           

Deficit, beginning of period (536,923)         (245,206)         (456,981)         (184,270)           

Deficit, end of period (579,202)$      (310,845)         (579,202)         (310,845)           

Net loss per common share - basic and diluted -$               (0.01)               (0.01)               (0.02)                 



RIFCO INC.
Consolidated Balance Sheet
(unaudited)

September 30, 2003 March 31, 2003

ASSETS

Cash -$               374,835           
Accounts receivable 1,794             5,200               
Inventory of supplies 28,659           29,659             
Prepaid expenses and deposits 22,709           18,791             
Deferred financing costs 48,623           56,507             
Finance receivables - net  (note 2) 2,605,318      1,397,615        
Furniture and equipment  (note 4) 62,227           60,910             
Future income taxes 275,000         214,000           

3,044,330$    2,157,517        

LIABILITIES

Bank indebtedness  (note 5) 881,929$       -                   
Accounts payable and accruals 72,965           91,758             
Unsecured debentures  (note 6) 575,000         427,173           
Convertible debenture  (note 7) 1,000,000      999,000           
Obligation under capital lease 16,748           19,677             

2,546,642      1,537,608        

SHAREHOLDERS' EQUITY

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

Deficit (579,202) (456,981)

497,688         619,909           

3,044,330$    2,157,517        



RIFCO INC.
Consolidated Statement of Cash Flows
(unaudited)

3 months ended 6 months ended
September 30, 2003 September 30, 2002 September 30, 2003 September 30, 2002

Cash Provided By (Used For)

Operating activities
Net loss for the period (42,279)$        (65,639)           (122,221)         (126,575)           
Add (deduct) items not affecting cash:
       Amortization 4,077               2,272               8,094               4,283                
       Provision for credit losses 46,183             10,221             87,642             18,443              
       Future income tax recovery (21,000)            (51,125)           (61,000)           (96,000)             
Changes in non cash working capital 9,342               (16,342)           (10,421)           (48,678)             

(3,677)              (120,613)         (97,906)           (248,527)           

Investing activities
Funds advanced on finance receivables (1,053,716)       (247,387)         (1,959,545)      (437,139)           
Principal collections on finance receivables 260,153           58,718             664,200           84,039              
Purchase of furniture and equipment (957)                 (3,653)             (9,411)             (6,753)               

(794,520)          (192,322)         (1,304,756)      (359,853)           

Financing activities
Issuance of common shares -                   142,653           -                  330,430            
Issuance of preferred shares -                   -                  -                  60,000              
Proceeds from (repayment of) unsecured debentures 168,473           (228,694)         147,827           101,405            
Proceeds from convertible debenture -                   550,000           1,000               550,000            
Repayments of obligation under capital lease (1,492)              (1,286)             (2,929)             (2,525)               
Advances from (to) shareholders -                   15,452             -                  24,654              

166,981           478,125           145,898           1,063,964         

Increase (decrease) in cash (631,216)          165,190           (1,256,764)      455,584            

Cash, beginning of period (250,713)          356,104           374,835           65,710              

Cash (bank indebtedness), end of period (881,929)$      521,294           (881,929)         521,294            



RIFCO INC. 
Notes to Consolidated Financial Statements 
Six month period ended September 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   
 

 
 
 

September 30, 
2003 

March 31, 
2003 

Principal of finance receivables 2,699,259$   1,447,469      
Accrued interest 43,181          23,704           

Finance receivables 2,742,440     1,471,173      
Less: allowance for credit losses (note 3) (137,122)        (73,558)           

Finance receivables - net 2,605,318$   1,397,615      



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

 
 
 
    
4. Furniture and Equipment   
 
 

 
Furniture and equipment includes $23,615 (accumulated amortization - $4,486) of equipment 
held under capital lease (March 31, 2003 net book value - $21,254). 
 
 
 
 
5. Bank indebtedness 
 
 
The Corporation has a $3,500,000 line of credit with an interest rate of prime plus 1.7%. 
 
 

September 30, 
2003 

March 31, 
2003 

September 30, 
2003 

March 31, 
2003 

Allowance, beginning of period 73,558$        3,952             
Provision for credit losses 87,642          78,455           
Write-offs (24,078)          (8,849)             

Allowance, end of period 137,122$      73,558           

Accumulated Net Book Net Book
Cost Amortization Value Value

Furniture and equipment 41,068$      9,408        31,660         34,774         
Computer hardware 33,278        8,918        24,360         18,834         
Computer software 9,673         3,466        6,207          7,302          

84,019$      21,792      62,227         60,910         



RIFCO INC. 
Notes to Consolidated Financial Statements 
Six month period ended September 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 
Six month period ended September 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 first quarter, 100,000 warrants were issued at $0.65 per share and expiring on    
June 1, 2005. 
 
Escrow Shares 
 
At September 30, 2003, there are 7,646,882  (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 September 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 
Six month period ended September 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 assumptions for grant as follows: 
 

 

Three months ended Six months ended
September 30, 2003 September 30, 2002 September 30, 2003 September 30, 2002

Compensation cost -$           -            190,000$     -              

Net income
     As reported (42,279)$    (65,639)      (122,221)$   (126,575)       
     Pro forma (42,279)$    (65,639)      (312,221)$   (126,575)       

Loss per share - basic and diluted
     As reported -$           (0.01)          (0.01)$         (0.02)            
     Pro forma -$           (0.01)          (0.03)$         (0.02)            

Three months ended Six months ended
September 30, 2003 September 30, 2002 September 30, 2003 September 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 
Six month period ended September 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 three and six month periods ended September 30, 2003 of 
10,472,108 (three months ended September 30, 2002 – 7,588,657; six months ended 
September 30, 2002 – 7,494,900).  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. 




