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To our Shareholders,

The third quarter of fiscal 2003 saw Liquidation World enter a new era. On
June 5, 2003, the Company announced that Dale Gillespie would transfer the role of
C.E.O. to the newly created Office of The Chief Executive, consisting of Wayne Mantika
(Calgary), as President and Co-C.E.O.; Jonathan Hill (Toronto), as Senior Executive
Vice President and Co-C.E.O.; and Darren Gillespie (Vancouver) as Senior Executive
Vice President and Co-C.E.O. Dale continues as Chairman of the Board and will have
the title of "Founder".

On behalf of the Office of the C.E.O. and all the stake holders we would like
to acknowledge Dale's distinguished career. Dale's leadership since founding the
Company in 1987 has created many opportunities for Liquidation World Associates.
The corporate culture he ingrained reflects Dale's commitment to making Liquidation
World a success at every level. Dale leaves active management of Liquidation World
with the Company in solid financial shape and positioned to capitalize on opportunities
from various distress situations. The new Management Team is very pleased to have
Dale as the Chairman of the Board and to have the ability to capitalize on the vast
knowledge Dale has of the liquidation industry.

The new leadership team has begun work on a number of initiatives consistent
with our key objectives of increased revenue generation and operational excellence.
We are confident these initiatives will result in improved performance in the near term.

While Liquidation World saw a modest improvement in operations during the
third quarter versus last year, we continued to face a challenging retail environment as
a result of a number of external forces. The Company opened new outlets in the third
quarter in Sudbury, Woodstock, Paris and Blenheim, Ontario. These new outlets extend
our presence in Southern Ontario and allow us to take advantage of distribution and
marketing efficiencies. On August 14 we also opened an outlet in Quesnel, B.C., our
98th location. We are currently looking at a number of new outlet possibilities in several
markets as we continue to move forward and grow Liquidation World.

We are honoured to have the opportunity to lead Liquidation World and we
are very excited about the prospects for the Company. On behalf of the Office of The
Chief Executive and over 1600 dedicated Liquidation World Associates across Canada
and in the United States I thank you for your support of our Company.

Sincerely,

Darren Gillespie
Senior Executive Vice President & Co - C.E.O.
August 21, 2003



CONSOLIDATED BALANCE SHEETS
(in thousands of Canadian dollars)

July 6 October 6
2003 2002

(unaudited)

Assets
Current assets

Cash and equivalents $ 6,030 $ 5,447
Accounts receivable 699 1,051
Inventory 44,888 44,677
Prepaid expenses 1,753 1,930
Income taxes recoverable 3,393 2,998

56,763 56,103

Capital assets 5,663 5,749

Investment in affiliate 667 587

Goodwill 278 278

$ 63,371 $ 62,717

Liabilities and Shareholders' Equity

Current liabilities
Accounts payable and

accrued liabilities $ 9,918 $ 7,815

Shareholders' equity
Share capital 15,990 15,971
Retained earnings 37,463 38,931

53,453 54,902

$ 63,371 $ 62,717

See accompanying notes to consolidated financial statements.

CONSOLIDATED STATEMENTS OF EARNINGS & RETAINED EARNINGS
For the periods ended July 6, 2003 and July 7, 2002
(unaudited) (In thousands of Canadian dollars, except per share amounts)

13 Weeks Ended 13 Weeks Ended  39 Weeks Ended 39 Weeks Ended
July 6, 2003 July 7, 2002 July 6, 2003 July 7, 2002

Revenue $ 42,816 $ 42,356 $ 130,852 $ 131,969
Cost of Sales 26,485 26,209 80,025 80,869

16,331 16,147 50,827 51,100

Expenses
Selling and store operations 13,490 14,113 41,604 41,112
General and administrative 4,796 2,322 9,985 5,598
Depreciation and amortization 377 385 1,123 1,079
Interest – – – 7

18,663 16,820 52,712 47,796

Earnings (loss) before income taxes (2,332) (673) (1,885) 3,304

Income taxes (827) (172) (417) 1,484

Net earnings (loss) (1,505) (501) (1,468) 1,820

Retained earnings
beginning of period 38,968 39,211 38,931 36,890

Excess of repurchase amount over stated
capital of repurchased shares – (47) – (47)

Retained earnings
end of period $ 37,463 $ 38,663 $ 37,463 $ 38,663

Earnings (loss) per share
Basic $ (0.17) $ (0.06) $ (0.17) $ 0.21
Fully diluted $ (0.17) $ (0.06) $ (0.17) $ 0.21

Shares outstanding at period end 8,542,756 8,567,856

Options outstanding at period end 466,125 640,830

SEGMENTED INFORMATION

(unaudited) (In thousands of Canadian dollars)

13 Weeks Ended 13 Weeks Ended 39 Weeks Ended 39 Weeks Ended
July 6, 2003 July 7, 2002 July 6, 2003 July 7, 2002

Revenue
Canada $ 35,537 $ 33,652 $ 106,970 $ 104,151
United States 7,279 8,704 23,882 27,818

TOTAL $ 42,816 $ 42,356 $ 130,852 $ 131,969

Capital Assets
Canada $ 5,130 $ 4,122
United States 533 593

TOTAL $ 5,663 $ 4,715

See accompanying notes to consolidated financial statements.



LIQUIDATION WORLD INC.
Notes to Consolidated Financial Statements
For the 39 weeks ended July 6, 2003
(amounts in thousands of Canadian dollars, except per share amounts).

1. Basis of Presentation:

The accompanying unaudited consolidated financial statements for Liquidation World Inc. (the
"Company") have been prepared in accordance with Canadian generally accepted accounting
principles for interim financial statements. The financial information included herein is unaudited.
These interim financial statements follow the same accounting policies and methods of application
as the most recent annual audited financial statements dated October 6, 2002. The disclosures
herein are incremental to those included within the annual financial statements. These interim
financial statements should be read in conjunction with the annual statements.

2. Share capital:

(a) Issued:

Number
of Shares Amount

Balance, October 6, 2002 8,538,756 $ 15,971
Issued on exercise of share options 4,000 19

8,542,756 $ 15,990

(b) Stock Options:

Number Weighted
of average

options exercise price

Stock options outstanding October 6, 2002 604,830 $ 6.77
Exercised 4,000 4.70
Cancelled/expired 134,705 6.91

466,125 $ 6.74

3. Related party transactions:

The Company leases three buildings for three of its retail locations from a company owned by an
officer of the Company and a partnership of which the same company is a partner. Base rents
approximate $61 per year to 2005, $111 per year to 2008 and $73 per year to 2013, . Purchases
from an affiliated company were $1,508 during the three quarters ended July 6, 2003.

CONSOLIDATED STATEMENTS OF CASH FLOWS
For the periods ended July 6, 2003 and July 7, 2002
(unaudited) (In thousands of Canadian dollars)

13 Weeks Ended 13 Weeks Ended 39 Weeks Ended 39 Weeks Ended
July 6, 2003 July 7, 2002 July 6, 2003 July 7, 2002

Cash provided by (used in):

Operations
Net earnings (loss) $ (1,505) $ (501) $ (1,468) $ 1,820
Add (deduct) non- cash items:

Depreciation & amortization 377 385 1,123 1,079
Equity in income of affiliate (48) (60) (80) (108)

(1,176) (176) (425) 2,791

Changes in non-cash
operating working capital

Accounts receivable 128 482 352 (940)
Inventory 106 (1,007) (211) 2,100
Prepaid expenses (120) (440) 177 (873)
Accounts payable and

accrued liabilities 3,403 62 2,103 4,108
Income taxes 1,530 (1,447) (395) (3,304)

3,871 (2,526) 1,601 3,882

Investments
Purchase of capital assets (199) (318) (1,037) (1,170)
Business acquisition – – – (104)

(199) (318) (1,037) (1,274)

Financing
Proceeds on issuance of common shares – – 19 405
Repurchase of common shares – (66) – (66)

– (66) 19 339

Increase (decrease) in cash 3,672 (2,910) 583 2,947

Cash & equivalents, beginning of period 2,358 6,359 5,447 502

Cash & equivalents,
end of period $ 6,030 $ 3,449 $ 6,030 $ 3,449

Supplemental disclosure of
cash paid for:

Income taxes $ (2,376) $ 1,287 $ (40) $ 4,768
Interest – – – 8

$ (2,376) $ 1,287 $ (40) $ 4,776

See accompanying notes to consolidated financial statements.



MANAGEMENT DISCUSSION & ANALYSIS

REVENUE:
Sales of merchandise and other revenue totalled $42,816,000 for the 13 weeks ended July 6,
2003, an increase of 1% from $42,356,000 in the third quarter of fiscal 2002, after adjusting both
to recognize only the commissions earned on consignment sales. On a cumulative basis, revenue
declined 1% to $130,852,000 for the 39 weeks ended July 6, 2003, from $131,969,000 during the
first three quarters of fiscal 2002, after adjusting both to recognize only the commissions earned
on consignment sales.

GROSS MARGIN:
Gross margin as a percentage of revenue increased during the 39 weeks ended July 6, 2003 to
38.8% compared to 38.7% in the first three quarters of fiscal 2002. The increase resulted from
changes in the product mix.

SELLING & STORE OPERATIONS:
Selling and store operations decreased as a percentage of revenue in the quarter ended July 6,
2003 to 31.5% ($13,490,000) from 33.3% ($14,113,000) in the same quarter of the previous
year. Each quarter includes foreign exchange losses of $485,000 and $699,000 respectively. On
a cumulative basis, selling and store operations increased as a percentage of revenue to 31.8%
($41,604,000) from 31.1% ($41,112,000). Increases in selling and store operation expenses are
a result of six outlets opened and six closed in the first three quarters (compared to nine opened
last year) and reduced sales volumes through existing outlets without corollary decreases in
selling and store operation expenses.

GENERAL & ADMINISTRATIVE EXPENSES:
General and administrative expenses increased as a percentage of revenue in the quarter ended
July 6, 2003 to 11.2% ($4,796,000) from 5.5% ($2,322,000) as a result of a charge of $2,326,000
for a retirement allowance in accordance with the employment agreement of a senior executive
in recognition of 17 years of service, as well as the consolidation of expenses of the consulting
division and infrastructure costs increasing more rapidly than sales. For the same reasons, general
and administrative expenses as a percentage of revenue increased on a cumulative basis to
7.6% ($9,985,000) during the 39 weeks ended July 6, 2003 compared to 4.2% ($5,598,000)
during the 39 weeks ended July 7, 2002.

DEPRECIATION & AMORTIZATION:
Depreciation and amortization increased in the first three quarters of fiscal 2003 compared to the
same period in the previous year as a result of higher than normal depreciation charges with
respect to outlets that have closed.

INTEREST:
Interest decreased 100% during the 39 weeks ended July 6, 2003 to $nil from $7,000 in 2002 as
a result of the Company carrying no bank indebtedness.

INCOME TAXES:
The effective income tax rate of 22.1% during the 39 weeks ended July 6, 2003 results from
unrealized foreign exchange losses and the inability to tax effect losses in certain jurisdictions.
The effective income tax rate of  44.9% during the 39 weeks ended July 7, 2002 approximates
statutory tax rates in effect during the period (41.5%) except for small timing differences, non-
deductible expenditures and other items.

LIQUIDITY & CAPITAL RESOURCES:
The Company opened six outlets and closed six during the first three quarters of fiscal 2003
(nine were opened in the first three quarters of fiscal 2002) and incurred capital expenditures of
$1,037,000 ($1,170,000 in the first three quarters of fiscal 2002). Cash used in operations before
changes in working capital totalled $425,000 to date in fiscal 2003 compared to $2,794,000 cash
provided in the corresponding period of fiscal 2002. Cash at July 6, 2003 totalled $6,030,000
($3,449,000 at July 6, 2002) and working capital totalled $46,845,000 ($49,105,000 at July 7,
2002). The Company has short term demand borrowing facilities totalling $15,000,000 which is
sufficient for planned expansion including any potential inventory acquisitions.

3880 – 29 Street N.E.

Calgary, Alberta, Canada, T1Y 6B6

Phone: (403) 250-1222    Fax: (403) 291-1306

E-Mail: webmaster@liquidationworld.com

Visit our Website: www.liquidationworld.com


