
Welcome all.  Please take your seats we will be starting a just a few minutes.

Good Afternoon.

Welcome to the Annual Shareholders Meeting for RIFCO.

(Click)
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I am Bill Graham, the President & CEO of RIFCO.

We will sticking with our standard format for the meeting today.

We will be completing the Business portion of the meeting before a corporate 
presentation followed by a Question and Answer session.

First, I will offer some introductions.

(Click)
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RIFCO’s Independent Directors:

Stuart Hensman
Jim Nieuwenburg

***

RIFCO’s Officers:
Lance Kadatz
Monte Coates
Doug Decksheimer

***

Else?

(Click)

3



4



The theme of this year’s annual report and this presentation is

“Clear Skies Ahead”.
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Please note the disclaimer.

The presentation contains forward looking statements that contain uncertainty.

(Click)
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•RIFCO loans money for Canadians to purchase cars and trucks from new and 
used dealers.

•Pretty simple.  Car loans.

For example:
•John Smith falls in love with a 2008 Mazda 3 at a Kelowna Dealership.  John 
does not have perfect credit.

•The finance manager at the dealership gets John’s information and enters it 
into RIFCO’s credit portal for us to decision.

•If approved, we set a rate, a term, a downpayment, and communicate the 
approval with the dealership.

•Next, the dealer prints the loan contract for the customer to sign .

7

•After our office receives all of the required documents, we create the loan, 
pay the dealer, and collect monthly payments of principle and interest from 
John.

•Pretty simple.  Car loans.



Now in the example I just gave, the loan was not a ‘traditional one’.  If the traditional 
t fi l d ld d th d l t 7% RIFCO ld t h thauto finance lenders could do the deal at 7%, RIFCO would not have seen the 

application.  John’s loan was non-traditional.  

For granting non-traditional loans, RIFCO charges non-traditional interest rates. Our 
lending rates range from 14.5% to 28.5%.  Our average interest rate, that we lend 
at, is about 20%.  As I said, these loans are not traditional ‘prime’ bank loans at 
rates of 7 or 8%. These are non-traditional loans.rates of 7 or 8%.  These are non traditional loans.

Even though they are non-traditional, and provide higher than average yields, our 
defaults on these loans are very manageable.

Some people make assumptions about our customers. Often wrong assumptions. 

It is IMPORTANT that we remember who RIFCO’s customers are, and who they are 
not.  Our customers are not unemployed, not behind in their payments, not high risk 
borrowers.  Our customers are average Canadians.  Average Canadians that have 
typically had something financially go off side for them in the past 7 years.  They 
ARE employed, they DO drive their kids to soccer practice, and they DO work hard 
to pay their bills just as you and I do.
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To put it in perspective, while some estimate that up to 1/3 of Canadians can not 
qualify for a traditional rate CAR LOAN, the vast majority of RIFCO’s customers pay 
us back in full. 



Some observers continue to refer to our market niche as a ‘disrupted market’.

They mean that there exists greater than average opportunity for the lenders.  That 
is probably true.

Right now, two large players continue to dominate.

Scotiabank and TD are our direct competitors.
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Where we are today - is with about 30 employees at our Red Deer office.

We have granted about 150 million in new loans and currently manage about 60 
million dollars representing almost 4,500 loans.

We were profitable last year. We have been profitable for the last 4 years.We were profitable last year.   We have been profitable for the last 4 years.

The past year has seen a bit of a step back as RIFCO pursues its vision.  

Even so, we continue to seek the milestone of $100 million per year in new loans.

******
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Those of you who were here last year remember this picture….

I reported that I had confidence in RIFCO’s team and our platform but that, based 
on the stormy world, I had little confidence in the financial assumptions for the year.

As it turned out, last year was a much tougher year than the year before.

In absolute terms, RIFCO did not have a great year.

•Car sales in Canada declined.
•Our funders demanded higher borrowing rates from us, even as the Bank of 
Canada lowered rates to zeroCanada lowered rates to zero.  
•We increased our lending rates in an attempt to maintain our interest spreads.
•As our lending rates went up, sales reduced, and we granted a lot less loans.  
•The unemployment rate in Canada caught up with us and loan losses increased.
•New loans, margins, revenue, credit performance, and profits all retreated.
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Our culture and our values dictate that we set targets, and measure against them.  
And so I remind you that last year at this time, RIFCO had set 4 ‘specific objectives’ 
for the 2010 fiscal year.  (CLICK)

We targeted to maintain originations of $40 million.

(CLICK)
We did not grant $40 million in new loans.  We only granted $29 million.

We targeted to grow managed assets by 40% to over $70 million.
(CLICK)(CLICK)

Managed finance receivables grew modestly to  $56M.
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We targeted to maintain revenue at $12 million.
Annual revenue fell to $11M.
(CLICK)

We said we would keep write offs between 5.5% and 6.5%.
Our annualized loss rate was 5.90%.    

You should know that our funders and other industry observers have commented to 
me on our scorecard results.  They are unanimous in asserting that maintaining 
credit quality at the expense of short term growth  and profits was the right thing to 
do this year.do this year.  

Unlike in previous years, this scorecard is disappointing.  However, there is some 
very good news in this year’s results.
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This graph represents very good news.

Delinquencies peaked mid year at about 5 ¾ percent.

They are on their way back down. 

Delinquent loans have reduced for 3 straight quarters to under 4 5% at our mostDelinquent loans have reduced for 3 straight quarters to under 4.5% at our most 
recent quarter.

With unemployment high, maintaining credit performance will continue to be a 
focus.

No matter what this is great newsNo matter what, this is great news.

In addition, we believe that loan loss rates peaked in Q3 of last year and are starting 
an extended improving trend.
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The loan loss rate trend is good news in itself.
We have maintained that our long term average loan loss rate, over the economic 
cycle ought to be 5%. (click)

That means that during the best of times, it ought to be under 5%.(click)

This also means that during the worst times, it ought not get too high above 5%.This also means that during the worst times, it ought not get too high above 5%.
Here are the results graphed over the past few years. (CLICK)
A few years ago, our losses were well under 5%.  We were accused of being to tight 
with our lending then.
Then a period of losses right at about 5%.

These past few years that have included the a credit crisis car manufacturerThese past few years that have included the a credit crisis, car manufacturer 
bankruptcies, dealer closures, and high unemployment have been called a once in a 
generational event.  If our losses peaked at under 6%, we have a proven full cycle 
credit model.
Losses are on their way back down…as they should be.
Keep in mind, that our assets average about 20% yield.  The value of a credit model 
that yields 20% and has a predictable loss rate of about  5% is substantial.
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It is very good news that our credit model has been proven!



Last year I talked about the fact that all of the foreign competitors had left our 
k tmarket.

HSBC,  Wells Fargo, and Americredit had all left Canada. 

It is good news that no new competitors have emerged.
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So this leaves RIFCO to grow within the multi-billion dollar marketplace.

New auto dealers from across Canada continue to express a desire for RIFCO 
funding.

It is good news that dealer demand for RIFCO is strong.
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RIFCO continues to prioritize expense control.

Our expense ratio for this year was a record low 4.9%.

Improving this measure of efficiency is also good news.
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A big part of the reason that RIFCO is still here is that we have maintained multiple 
f it lsources of capital.  

As recently as June, we announced a brand new credit facility with an Alberta Credit 
Union.

It is good news that RIFCO is seeing increased funding opportunities.
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Last year we did not forecast a lot of positives.  Words like ‘maintain’ were used.

Last year we did not even offer a profit target.

Even with modest goals, we were not particularly confident.

(CLICK)

This year, with clear skies ahead, RIFCO’s objectives are far more exciting!

We are targeting RECORD Results!
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Our goal is to achieve RECORD originations this year.  50 million dollars in new 
loans is the goal.
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We are targeting to end the year with a RECORD 75 million dollars in loans under 
management.
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Our goal is to achieve RECORD revenue this year.  14 million dollars is the revenue 
target.
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We are targeting a substantial improvement in our credit performance for the year.

The objective is to IMPROVE to get below a 5.5% write off rate.
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Our goal is to report RECORD setting profits for our shareholders.

The objective for 2011 is to exceed $1.5 million in net income.
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In order to achieve our objectives for the year, we must overcome 
challenges.  These challenges are similar to what I have talked about in the 
past.  (Click)

•Funding  - We have a great platform that I will talk about later.   But like a 
factory needs raw materials, we need reasonably priced capital.   While 
access to capital will never be a slam dunk, new facilities like the recently 
announced credit union agreement make me optimistic.
(Click)

•Credit Performance – Steady improvements in delinquency rates reinforce 
our confidence in RIFCO’s collections team.  However, properly underwritten 
loans is the key to long term credit performance (Click)loans is the key to long term credit performance.  (Click)

•Infrastructure Growth  - We have added some key personal as part of our 
growth strategy.  We have beefed up our sales team and have added key 
credit and funding capacity to accommodate expected growth.  A small 
leasehold renovation was completed with minimal disruption.  
Telecommunication capacity increases are underway We need good
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Telecommunication capacity increases are underway.  We need good 
execution on growing our systems and our HR resources.
•(click)



The results of the first quarter are in and also represent good news. (CLICK)

Loan growth and revenue is up.

Borrowing costs are down.

Credit performance is improved.

And…we made more profit in this quarter than we made all last year.

Clear skies ahead!
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We are targeting growth in order to grow shareholder value.

I am going to talk about 2 important ways in which RIFCO has been increasing in 
value.
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•The financial value of the company continues to grow.

•Assets minus liabilities,  balance sheet equity.

•We have been able to increase the Book Value of each share in RIFCO.
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•Financial investors pay attention to BOOK VALUE.

•Financial investors might be individuals or even private equity funds.

•In fact, most of the transactions of peer companies are valued and reported based 
on a multiple of book value.

•For example, if someone thought RIFCO is worth 2-2.5x book value, that would 
currently mean about $1-$1.5 per share.

30



Our Platform also has value.

Our ability to originate non-traditional loans has value tremendous.

With incremental additions, we could grant up to $100m per year in new loans.
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We have worked hard to stick to our values, even when it was not easy, 

As a result, we have been told that we are seen as rational, common 
sense, consistent lenders.

For any institution, a positive reputation and culture ought to be a must have.
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Our ability to service auto loans has value.

Servicing our loans includes processing thousands of payment transactions each 
month, communicating with customers, and maintaining our service and collections 
call center.

With incremental additions we could professionally service a book of auto loans ofWith incremental additions, we could professionally service a book of auto loans of 
at least $100m.
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•Strategic buyers might be looking for RIFCO plus something else.

•It would likely be our operational and strategic strengths (not just our financial 
equity) that they would be seeking to combine with something else.

•Keep in mind, the platform value of RIFCO is not on the balance sheet.
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•Strategic transactions are often mergers or acquisitions.

•For example, Canadian Western bank recently reported, well boasted is more like 
it, on the results of their recent purchase of national leasing Group.

•(read from press clipping)
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•This is the kind of question Lance likes to muse about.

“If a bank used RIFCO to generate $100M in high yielding loans each year, and 
used they their institutional cost of funds…

…What would the profit impact on the bank over the next 10 years be?”

LANCE•LANCE:

•If RIFCO’s cost of funds of 7.5% was replaced with a 2.0% cost of funds, the profit 
difference on a $100 million would equal $5 million per year in EXTRA PROFIT.

•This is an additional 26 cents in earnings per share each year to the new buyerThis is an additional 26 cents in earnings per share each year to the new buyer.

•If they paid $1 per share for RIFCO, they would have earned back the purchase 
price in under 4 years!
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Where do I see RIFCO in the next few years?

I see a company with good solid growth with improving margins and improving 
profits!
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•I will quickly sum up…

•We are still here after a tougher year.
•Scorecard results were not good, but there is good news.
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Our credit results are improving and the model has been validated.
The market place remains attractive.
The company is becoming more efficient.
Funding opportunities are increasing.
And While Challenges exist, the 2011 objectives are ambitious.
Q1 results were very positive.

Book Value per share is increasing.
The Platform Value is increasing.

We have a vision to grow to be a $100m a year company.

•Thank you for you attention.  

•(WAIT FOR RESPONSE)
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•I would be pleased to field any questions from the audience.


