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C.I. FUND MANAGEMENT INC. Q2 RESULTS

TORONTO (January 9, 2002) — C.I. Fund Management Inc. today released unaudited

financial results for the three and six months ended November 30, 2001.

REVIEW OF THE THREE MONTH PERIOD ENDED NOVEMBER 30
2001 2000
HIGHLIGHTS {millions except (millions except % change
per share amounts) per share amounts)
Total Fee-Earning
Assets $24,843 $28,335 -12%
Mutual Fund Assets ‘ $20,792 $23,466 1% -
Average Mutual Fund Assets $20,220 $24,831 -19%
Total Revenues $124.1 $158.3 -22%
Selling, General &
Administrative Expenses $19.5 $23.9 -18%
Amortization of Deferred
Sales Commissions $50.9 $45.8 1%
EBITDA $65.1 $83.5 -22%
EBITDA Per Share $0.37 $0.46 -20%
Free Cash Flow $217 $12.2 127%
income Before
Amortization of Goodwill $75 $22.3 -66%
Earnings Per Share Before
Amortization of Geodwill $0.04 $0.12 -67%
Shares Outstanding 175.7 183.1 -4%
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REVIEW OF THE SIX MONTH PERIOD ENDED NOVEMBER 30

S 2001 2000
i HIGHLIGHTS (millions except (millions except % change
per share amounts) per share amounts)

Total Fee-Earning

Assets $24,843 $28,335 -12%
» » Mutual Fund Assets $20,792 $23,466 1%

. ;”: ”"1‘_;, Average Mutal Fund Assets $20,805 $24,492 -15%
e Total Revenues $255.8 $309.6 17%

Selling, General &

Administrative Expenses $39.4 $48.5 -19%

Amortization of Deferred

Sales Commissions $101.2 $89.0 14%

EBITDA $134.1 $159.7 -16%

EBITDA Per Share 30.75 $0.87 -14%

Free Cash Flow $69.0 $25.6 170%

Income Before

Amortization of Goodwill $17.8 $38.4 -54%

Earnings Per Share Before

Amortization of Goodwill $0.10 $0.21 -52%

Shares Qutstanding 175.7 183.1 -4%
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OPERATING REVIEW

In the second quarter of fiscal 2002, markets suffered a severe decline in the wake
of the September 11 terrorist attacks, extending the effects of the prolonged bear
market. By late September, equity markets had slowly started to recover — a
recovery that continued for the rest of the quarter and resulted in most major
markets finishing at or above their levels of three months earlier. As a result, CI's
total fee-earning assets were $24.8 billion at the end of the quarter, unchanged
from August 31, 2001 and mutual fund assets were $20.8 billion, up 0.5% from
August 31, 2001. Compared with November 30, 2000, total fee-earning assets and
mutual fund assets were down 12.3% and 11.4%, respectively, as net sales during
the period were offset by declines in equity markets. CI's average mutual fund
asset levels for the quarter were $20.2 billion, down 5.4% from the previous
quarter and down 18.5% from the quarter ended November 30, 2000.

The September attacks increased the nervousness felt by investors, whose
confidence had already been shaken by the extended bear market, reducing
inflows into equity funds. Despite these conditions, CI posted positive net sales for
the quarter of $103 million. This compared with net sales of $1,069 million in
fiscal 2001, when overall demand for equity funds was significantly higher.

CI’s diverse product line proved beneficial as sales of CI's funds continued to shift
towards value-oriented funds such as the Harbour Fund and the Harbour Growth
& Income Fund. Two of CI's money managers were recognized at the annual
Canadian Mutual Fund Awards for their outstanding performance. Gerry
Coleman, lead portfolio manager of the Harbour Funds, was named Fund
Manager of the Year for 2001 and one of his funds, the CI Harbour Segregated
Fund, was named Best Segregated Canadian Equity Fund. Two funds managed
by Eric Bushell, Senior Vice-President in CI's Signature Funds group, received
awards. Signature Select Canadian Fund was named Best Canadian Equity Fund,
while Signature Dividend Fund was named Best Dividend Fund. Mr. Bushell

was also a finalist for Fund Manager of the Year.
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During the quarter, CI continued to be diligent in managing expense levels of
both its general operations and those of the mutual funds. As a result of significant
cost-cutting initiatives early in the year, CI did not have to make any staff
reductions during the most recent quarter, and service quality remains at an
industry-leading level.

Taking advantage of its strong brand name and long-term record, CI continued to
focus on broadening the distribution of its products. During the quarter, CI was
included in three newly launched insurance-based funds and a new portfolio
product offered by one of the major Canadian banks.

FINANCIAL REVIEW

Three months ended November 30, 2001
Total revenues for the quarter ended November 30, 2001, were $124.1 million,

down 21.6% from the prior year. The change in revenues reflected the change in
mutual fund assets — which averaged $20.2 billion for the quarter, a decrease of
18.5% from $24.8 billion in fiscal 2001 — as well as a one-time $7.3 million gain
in fiscal 2001 from the sale of shares in E*Trade Group.

Management fees were $92.0 million, compared with $122.4 million in the prior
year, reflecting the change in mutual fund assets as well as non-mutual fund assets
such as labour-sponsored funds, and the changes in CI’s asset mix to a greater
percentage of money market funds and other assets that pay lower or no trailer
fees.

Administration fees and other income, which represent income from CI’s
third-party business and institutional assets, were $5.2 million, down from
$12.3 million in the prior year due to the $7.3 million securities gain in 2001 as
described above.
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Revenues represented by expenses charged to mutual funds (which are cost
recoveries from overall selling, general and administrative expenses) were
$15.5 million, compared with $17.1 million in the prior year. This change was a
direct result of cost-reduction initiatives implemented by CI to ensure that mutual
fund operating expenses were brought in line with lower mutual fund asset levels.

Overall selling, general and administrative expenses for the quarter ended
November 30, 2001, were $19.5 million, compared with $23.9 million in
fiscal 2001.

In addition to a reduction in fund operating expenses, CI achieved significant
reductions in the general operating expenses of its business, primarily through
cuts in discretionary expenditures.

Investment adviser fees declined slightly from $10.7 million in fiscal 2001 to
$10.2 million in fiscal 2002, reflecting the lower level of assets being managed.

Trailer fees declined from $30.3 million in fiscal 2001 to $23.2 million in fiscal
2002, due to lower asset levels and changes in business mix to include more assets
that have lower management fees but do not pay trailer fees.

Distribution fees to limited partnerships declined 38.6% to $2.6 million,
reflecting redemptions of these older assets and the lower market value of the

underlying assets.

Amortization of deferred sales commissions was $50.9 million, compared with
$45.8 million in the prior year. The commissions, which are being amortized over
36 months, were financed from CI's cash resources at the time the funds were

sold.

Interest expense declined from $1.7 million in fiscal 2001 to $0.9 million in fiscal
2002, due to lower debt levels and reduced interest rates.
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Income before amortization of goodwill was $7.5 million for the quarter ended
November 30, 2001, down from $22.3 million in the prior year. Higher
amortization of deferred sales commissions and lower management fee revenues
in the current fiscal year, combined with $7.3 million in securities gains in fiscal
2001, were primarily responsible for the change.

Earnings before interest, taxes, depreciation and amortization (EBITDA) were
$65.1 million or $0.37 per share, compared with $83.5 million or $0.46 per share
in the prior year, a decline of 19.6%. Adjusting for the one-time securities gain in

fiscal 2001, the decline in EBITDA was 14.6%, less than the 18.5% decline in
average mutual fund assets from the same period.

Debt, net of marketable securities, was $52.7 million at November 30, 2001,
compared with $78.1 million a year earlier. At November 30, 2001, 75% of CI’s
mutual fund assets had been financed on a deferred sales charge basis with
terminal redemption fees of $663.4 million. In addition, of the total $20.8 billion
in mutual fund assets at November 30, 2001, $47.5 million was in F-Class Funds
(no trailer fee) and $942.4 million was in I-Class Funds and Fee Rebate Funds

(negotiated management fee).

Free cash flow (operating cash flow less sales commissions and minority interest)
for the quarter was $27.7 million, compared with $12.2 million in the prior year.
During the quarter, CI repurchased 2.524 million shares at an average price of
$9.90 per share for a total cost of $25.0 million.

Six Months ended November 30, 2001

Total revenues for the six months were $255.8 million, down 17.4% from the prior
year. The primary contributors to the decrease were management fee revenues,
which declined 20.9% to $192.5 million, and administrative fees and other
income, which fell 38.0% to $11.0 million. Net of the one-time $7.3 million
securities gain in fiscal 2001, administrative fees and other income rose by 5.3%.
The change in management fee revenues was primarily a result of the decline in
average mutual fund assets, which were $20.8 billion for the six months, down

15.1% from $24.5 billion in the prior year.
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Selling, general and administrative expenses fell 18.7% to $39.4 million, reflecting
numerous cost-cutting initiatives in both the general operating expenses of the
funds and discretionary marketing expenses. Investment adviser fees rose 4.4%
for the period, as the base cost to CI of investment management grew to reflect
the building of CI's money management expertise. Trailer fees fell 19.3% to
$48.7 million, outpacing the decline in assets as a greater proportion of funds
were invested in money market funds that pay lower trailer fees and in CI's new
class of mutual funds that do not pay trailer fees.

CI's operating margin (management fees less net selling, general and
administrative expenses, investment advisory fees and trailer fees, as a percentage
of mutual fund assets) was 1.10% for the six months ended November 30, 2001,
compared with 1.22% in the prior year.

Income before amortization of goodwill was $17.8 million or $0.10 per share for
the six months ended November 30, 2001, down from $0.21 per share in the prior
year. The decrease reflected one-time investment gains in fiscal 2001, coupled
with reduced assets and a $12.2 million increase in the amortization of sales

COIMIMISSIONS.

EBITDA for the six months was $134.1 million or $0.75 per share, compared with
$159.7 million or $0.87 per share in the prior year.

Free cash flow for the six months was $69.0 million, compared with $25.6 million
in the prior year. Under the normal course issuer bid, CI repurchased 5.731
million shares at an average price of $11.24 per share, for total consideration of

$64.4 million.
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OUTLOOK

Financial markets have improved considerably since the events of September
2001. Equity markets have posted significant gains, offsetting the losses incurred
in September, which in turn is being reflected in CI's mutual fund assets. Interest
rates are at the lowest level in over half a century and are expected to create a
positive climate for renewed economic growth and investment into equity funds.

Nevertheless, overall sales of mutual fund products, especially global equity funds,
continue to be at a level well below prior years and there is no certainty as to when
investor appetite for equity funds will grow. CI continues to focus its marketing on
its broad lineup of funds, including its award-winning Canadian equity funds,
and aggressively pursuing alternative distribution channels as a means of building

sales volumes.

The Board of Directors today declared a quarterly cash dividend of $0.03 per
common share payable on March 15, 2002 to shareholders of record on March 1,
2002. The increase from $0.01 per common share to $0.03 per common share
reflects CI's growing free cash flow.

For further information, contact:
Stephen A. MacPhail

Executive Vice-President

and Chief Operating Officer
Telephone: (416) 364-1145
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+ For the three months ended November 30, (unaudited) 2001 § 2000 §
REVENUE
MaNagEMENT TEES ....ccovviivir ettt 92,012,239 122,436,018
Administration fees and 0ther iNCOME .. ..ooovivorr oo 5,184,686 12,287,201
REdEMPLION TEES ..ottt 10,675,265 6,440,650
Performance fees...........ccoceeveiiinns . 729,744 28,988
Expenses charged to mutual funds ... 15,481,018 17,070,521
Total FEVBRNUEBS..........ooio et 124,082,952 158,263,378
Net fees paid to securitization vehicles ..., — (514,969)
124,082,952 157,748,409
EXPENSES
Selling, general and administrative ........cccoeevivove oo 19,540,974 23,940,401
Investment a0VISEr FBES. ..o e 10,242,928 10,716,506
TrAIIE TBES ... oot 23,173,172 30,277,619
Distribution fees to limited partnerships ....c.ccooovcevevivceeiiieri e 2,635,373 4,293,203
Amortization of deferred sales cOMMISSIONS ....ocooviieeeoeeeeeeee e 50,854,788 45,822,388
INEBIEST oottt et et 850,665 1,737,038
2,533,745 3,110,640
109,831,645 119,897,795
MINOTIY INEBIEST ..ottt 1,350,648 2,764,524
Income before income taxes and amortization of goodwill ......................... 12,900,659 35,086,030
Provision for income taxes
CUITENE oot et s 15,667,601 2,368,224
FULUTE oo et (10,283,478) 10,382,282
5,384,123 12,750,506
Income hefore amortization of goodwill ... 1,516,536 22,335,584
Amortization of goOAWIll.......ccocovveiviee e e 24,567,611 19,637,459
Net income (loss) for the period.....................ccoii, {17,051,075) 2,698,125
Deficit, beginning of PErO .....v.oveee oo {95,754,372) {19,699,405)
Cost of shares repurchased in excess of stated value ..., {20,690,087) —
Adjustment to deficit as a result of the adoption of the liability
methad of accounting for IRCOME tAXES......ccvivivieeios e — 3,624,335
Dividends declared ... e {1,804,598) (1,146,797)

Deficit, end of period (135,300,132) {14,523,742)

Earnings per share before amortization of goodwill ......cccocoviiis e 0.04 0.12
Fully diluted earnings per share before amortization of goodwill ...................... 0.04 012
INCome (10SS) PEI SNATE ...t (0.10) 0.01

Fully diluted income {l0sS) PEr Share.......ccoocovevvviiciiis e {0.10) 0.01




For the six months ended November 30, (unaudited)

2001 $ 2000 §
REVENUE
Management fees 192,537,017 243,492,757
Administration fees and other income 11,026,070 17,781,688
REAEMPLION BES ..o 20,146,181 12,296,993
Performance fEES ..ot 1,097,644 1,318,606
Expenses charged to mutual funds ... ivceriieie e 31,004,372 34,687,819
Total FEVENUES ... e 255,811,284 309,577,873
Net fees paid to securitization vehicles ..o, (408,361) (2,071,934)
255,402,923 307,505,939
EXPENSES
Selling, general and administrative ......cc.ocoviveni i 39,412,502 48,481,209
INVESTMENT A0VISEN TEES....cv. oo e 20,717,185 19,847,582
TrRIIBT TBES et 48,719,149 60,397,945
Distribution fees to limited partnerships ......c.ccoevevioecviieeieceee e 5,657,440 9,157,773
Amartization of deferred sales commissions 101,194,597 89,014,095
IEBIBST oottt bbb 1,931,184 3,488,062
ORBE oot 5,172,097 5,791,405
222,804,154 236,178,081
MINOTEY INEBIEST ... ettt 2,724,825 6,231,450
Income before income taxes and amortization of goodwill ... 29,873,944 65,096,408
Provision for income taxes
Current.... 17,490,127 5,547,634
FULUIE ..o oottt e {5,426,645) 21,118,816
12,063,482 26,666,450
Income before amortization of goodwill 17,810,462 38,429,958
Amortization of GOOAWIlT......vceiie e 49,135,222 39,274,918
Netloss forthe period ... {31,324,760) (844,960}
Deficit, beginning of PEMIO .ot e (45,699,810) (15,011,247)
Cost of shares repurchased in excess of stated value ... (54,660,367) —
Adjustment to deficit as a result of the adoption of the liability
method of accounting for income taxes — 3,624,335
Dividends declared ... e (3,615,195) (2,291,878)
Deficit, end of period ... (135,300,132) (14,523,742)
Earnings per share before amortization of goodwill ..o, 0.10 0.2
Fully diluted earnings per share before amortization of goodwill ........c............. 0.10 0.20
LOSS PEI SNATE.. ..o oottt (0.18) 0.00
Fully diluted loss per share {0.18) 0.00
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For the.three manths ended November 30, {unaudited) 2001 § 2000 §
OPERATING ACTIVITIES
Net income (loss] for the Period ... (17,051,075} 2,698,125
Add [deduct] items not involving cash
Depreciation and amortization .........ccceeveeoeiveor oo 25,088,348 20,417,408
FUTUE INCOME TBXES w...ovvvvvrriecseess et (10,283,478) 10,382,282
Amortization of deferred sales commissions... 50,854,788 45,822,388
MINOTIEY INTEIEST .. oot e 1,350,648 2,764,524
Gain on sale of marketable SECUMTIES ....cco..coevvvecer i, — (7,344,204)
OTNBY .ot bt e — 60,000
Operating cash fIOW...... ..o e vt 49,959,231 74,800,523
Net change in non-cash warking capital
balances related to OPEIAtioNS. .. .....ccovrvonrer oot 20,977,719 3,009,786
Cash provided by operating activities..................ccomicrmnn. 70,936,950 77.810,309
INVESTING ACTIVITIES
AGGItIONS 10 CaPAl BSSEIS ... (196,633) (75,004)
Disposition of CAPITAl @SSELS ......c..mivirriseerieerens s —_ 2,018,491
Purchase of marketable SECUNTIES ........o.ovveiier e (11,986,000) (61,186,555)
Praceeds on sale of marketable SECULIBS ......cooovvoicvveiiriccercer e, 8,193,704 13,113,735
SBIES COMMISSIONS. ..o veevveareerserrrtirisa et e sesesssseress st ss s nces (20,956,259) (59,808,256)
Cash used in investing activities ... (24,945,188) (105,937,689)
FINANCING ACTIVITIES
LONG-EEIM BB ..ot (16,000,000} 31,000,000
Repurchase of share Capital ... e e (24,989,407) —
Issuance of share Capital ... 462,576 61,500
Distributions to MiNOrity INtBIEST...........cooivvveeiers e (1,715,017) (2,307,889)
Dividends paid t0 ShAarehOlders ... e {1,804,598) {1,146,797)
Cash provided by (used in) financing activities.................oo. (44,046,446) 27,806,814
Net increase (decrease) in cash during the period ... 1,945,316 (520,566)
Cash, beginning of PEriOd.........oconiviriesie et et 2,479,683 3,513,673
Cash, end of period ... e 4,424,999 2,993,107
Operating cash floW Per SHare ... cveerieecrieeeerece s 0.28 0.41
Fully diluted operating cash flow per Share.....c.coo..coovcooiricinieercensvescseeerns 0.27 0.39
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- For th(; six months ended November 30, {unaudited) 2001 $ 2000 $
OPERATING ACTIVITIES

NEt 10SS TO The PETIOG. ....ovvivrcreereres et ts s (31,324,760) (844,960)

Add [deduct] items not involving cash
Depreciation and aMOMtization ..o seienssseseesesierensenririesens 50,205,800 41,219,363
FULUTE INCOMEB LAXES w.vvoovvovveieseeeeies et (5,426,645) 21,118,816
‘ Amortization of deferred sales commISSIONS........c..c..ccocecermvciiinnccriiins 101,194,597 89,014,085
. VINOFY INBTESE ..ot 2,724,825 6,231,450
Gain on sale of marketable SECUMHIES ... ..ovrververee e — (7.344,204)
BHRBE ettt — 120,000

Operating cash flow. 117,373,817 148,514,560

Net change in non-cash working capital

balances related 10 OPErations..........coooovvvievvvrroreees e 3,131,393 (985,374)
Cash provided by operating activities................crnin, 120,505,210 148,529,188
INVESTING ACTIVITIES
Additions 10 CAPITAT ASSBES 1...vvveiveiev i (504,429) (2,106,436)

Disposition of capital SSBIS ......coerrvvveiecriecencrr e e — 2,018,491

Purchase of marketable SECUTITIES .......vvveevrrcearerors et (28,961,435) (62,386,655}
Proceeds on sale of marketable SECUTILIES .......c.oeeriiirircieinerenren 11,488,704 13,113,735

525 COMMISSIONS......eooevieoeeecesrceieeie e (45,621,444) (117,721,892)
Dispositions Of OthET @SSELS ... vvrcrrieiiie e e 1,146,423 —
Cash used in investing activities ..., (62,452,181) (167,082,757}
FINANCING ACTIVITIES

LONG-TEIM GEDL .o et 15,000,000 24,000,000
Repurchase of share capital ..o e (64,403,101) —
Issuance of share capital 2,673,472 793,364
Distributions to minority interest (3,312,767) (4,667,068)
Dividends paid 10 SharehOldErS ... ... iveevcverrior oo eovscovcres e sscascces (3,615,195) {2,291,876)
Cash provided by (used in) financing activities ..., (53,668,591) 17,834,420

Net increase (decrease) in cash during the period ... 4,384,438 (719,151)

Cash, beginning Of PEMOG... ...t 40,561 3.712,258
Cash, end of period 4,424,999 2,993,107

Operating cash flow per Share ... 0.66 0.82

Fully diluted operating cash flow per share...........coooeveevcverricerceneeie s 0.64 0.78
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i as at as at
November 30, 2001 May 31, 2001
{(unaudited) $ $
ASSETS
Current
CASD .. s s 4,424,999 40,561
Marketable securities,
at cost which approximates market Value ..o 23,333,608 5,860,877
Accounts receivable and prepaid EXPENSES .........cvcorrvinieieerenrinrereerceieee s 24,610,038 16,987,611
Total current @sSeES ..o s 52,368,645 22,889,049
CAPIHAE @SSELS. ...t 3,403,624 4,125,078
Deferred salas commissions, net of accumulated
amaortization of $303,016,598 (May 31, 2001-$235,695,402)..........cocccvvverrencne 270,629,810 326,202,963
Goodwill, nat of accumulated
amortization of $186,532,120 (May 31, 2001-$137,548,975)......co.ccovccoronvcrincns 49,135,226 98,270,449
OtHBE BSSBES .oov.voevee ettt e e 4,255,015 5,516,284
379,792,320 457,003,823
LIABILITIES AND SHAREHOLDERS’ EQUITY
Current
Accounts payable and accrued liabilities..........ccoooovioric s 25,614,864 29,092,929
INCOME 1AXES PAYADIE ..ooovvver sttt 15,187,160 1,065,351
Total current liabilities ... 40,802,024 30,158,280
LONG-EBIM ABBY. ...t e 76,000,000 61,000,000
Deferred lease INAUCEMENL. ... ....oveeererreriei e 1,816,505 1,976,586
Future income taxes 94,026,547 99,453,181
Total labilities ..........ccoooooovoeeiiere e 212,645,076 192,588,057
MIROKItY INTErESt ... e 2,989,006 3,581,944
Shareholders’ equity
SHETE CAPIAL ...ttt e 299,458,370 306,533,632
DBTICIE ..ottt et (135,300,132} (45,639,810)
Total shareholders’ equity 164,158,238 260,833,822
379,792,320 457,003,823
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CI MASTER LIMITED PARTNERSHIP ANNOUN CES
DISTRIBUTION TO LIMITED PARTNERS

Toronto, January 14, 2002 - CI Master Limited Partnership announced today its

annual distribution to limited partners.

Rate: $1.50 per limited partnership unit
Payable Date: January 18, 2002
Record Date: December 31, 2001

For further information, please contact:

Doug Jamieson
Vice-President
CI GP Limited
Tel. No.: (416) 364-1145

j\umjk\lp\master\distributionicipjan14.doc

news release



