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“RSI reports Second Quarter 2018 results” November 10, 2017

Dear Fellow Shareholders:

I am happy to report that Reconditioned Systems, (ffRSI”) was profitable for the quarter and nowgIR
is profitable for the fiscal year to date. | exigetthis would be another challenging year, afd proven
to be so.

For the three months ending September 30, 2017 nREE $68.7 thousand on sales of $2.89 millions Thi
compares to a profit of $73.5 thousand on sal&?2¢f4 million for the quarter ending SeptemberZi1lL6.
Again, it is the lower sales from our record yeao tyears ago which are hurting our profits. Oustco
control is how we are continuing to maintain pratitity in a very difficult environment.

The US economy continues to grow at a slow rateresddone so every year since 2009. This ninth yea
gain is a record. Business conditions remain Vavgrable; indeed, interest rates, inflation, aneérgy
costs continue to be relatively low. If a corperéx cut is enacted, it would be very good forsatiall
companies, including RSI. The Federal Reservelikély increase interest rates again this Decenttgr]

do not believe that the small increase will negdyivaffect overall business conditions. Indeedsa in
rates will probably help those consumers who hareed little on their savings. My biggest concirn
that labor costs will increase, which would haveesy negative impact on our business. Already the
minimum wage hike in Arizona is affecting us; ithard to get good people at a cost we can afford.

Europe and even Japan are doing better even thibiegimdependence issues of Great Britain and Spain
might cause problems. It remains to be seen ¥f ta@ maintain their unity.

The biggest problem, in my opinion, continues tothe enormous outstanding debt both in this country
and the rest of the world. | believe it is sappiagources and preventing normalized growth, ashal ot
see a solution. Something has to give.

| expect sales to remain sluggish for the reshisffiscal year, which continues to be very chajieg. We
will try to continue to control our costs and ouangins while trying to generate more sales. | apeful
that we can report better results next quarter.

Your company remains in a strong fiscal positiore Bn our building and are paying down the mortgage
each month. We are keeping all other expensaseén MWe will continue to work hard to perform fgou,
our shareholders.

/SI Scott W. Ryan

Scott W. Ryan
Chairman of the Board
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Summary Statement of Operation
For The Three Months Ended For the Six Months Ended
September 30,| September 30, September 30, September 30,
2017 2016 2017 2016
(Unaudited) (Unaudited) (Unaudited) (Unaudited)
Sale: $2.887,48E $2,444,817 $5,311,44% $5,22€,37¢
Gross profi $53¢€,79C $484,547 $89:,172 $1,00C,021
Selling and administrative expenses $(392,565) BHEBH $(724,985 $(715,85%)
Income from operatiot $147,22E $147,03: $167,187 $284,16¢
Other income (expenses) $(33,540) $(29,799) $(@3,80 $(63,819)
Net income before provision for income ta $113,68t $117,23: $98,88¢ $22(,347
Net income $68,727 $73,501 $60,372 $136,924
Basic earnings per shi $0.07 $0.08 $0.0€ $0.14
Basic weighted average number of common shares
outstandin 960,87¢ 960,95¢ 960,87¢ 96(,96¢
Diluted earnings per common and equivalent share
$0.07 $0.08 $0.06 $0.14
Diluted weighted average number of common and
equivalent shares outstanding 960,878 960,958 960,878 960,968
Summary Balance Sheet as of
September| September September| September
30, 2017 30, 2016 30, 2017 30, 2016
(Unaudited) | (Unaudited) (Unaudited) [ (Unaudited)
Asset: Liabilities and Equit
Cash & cash equivalents $1,137,5p3 $1,108,311 Ausquayable & short term
notes payable $786,763 $759,642
Accounts receivable 983,838 795,583 Customer diposi 49,698 131,564
Inventory 1,966,001 2,201,671 Accrued compensditenefits 251,236 219,01
Property & equipmel 4,597,39¢ 4,687,61¢ | Short term notesayable 284,182 26€,26€
Other assets 183,805 140,344 Other liabilities * 876,563 2,041,641
Stockholders’ equity 5,62C,104 5,51E,39:
Total | $8,868,544 $8,933,528 Total $8,868,946 $8528

* 2018 Income taxes have been accrued at the maxioauporate rate of 39% of pretax income,
and may be revised upon completion of the compataxseturns. The net income could change
materially as a result.
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Inventor Relations. Any shareholder who would
like to sell shares back to the Company should
contact the Investor Relations Department at
800-280-5000.



