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CONSOLIDATED FINANCIAL SUMMARY
(in thousands except per sharc amounts, unaudited)
=} " For the;hree months ended For the nine months ended
:5 ’ June 29 June 30 June 29 June 30
i 2002 2001 2002 2001
Sales 152,457 86,919 393,278 271,572
Net income 7,299 3,371 27,510 18,259
Cash flow from operations 9,158 (8,026) 45,736 36,740
Capltal expenditures , 5,568 3,162 16,519 7,370
EBITDA* 15,757 10,403 54,410 43,111

]

4
Earngngs per share

Basic,
-

Diluted m i
- o ]
o oy

Weighted averagéanumbe ‘
of shares outstanding

=2 S—— 40,495 38,161

Diluted 41,619 ° " 38,737

g + 7

Financial statistics ; "
i1Gross margin 25.7% 3% 4 . 33.5%

EBITDA margm 10.3% . © 18 15.9%
) As at June 29, As at June 30
: . i 2002 2001
Financial position 1 1 )
Total assets : SRR , b ,{%i}zt%S 452,737
Shareholders’ equity [ , A B 318,188 251,778

Total net debt* S ! 195,590 136,413
Net debt*/equity iy ) [y ’ 1:1.6 1:1.8
Total net debt*/total capitar[iza{‘zt‘in B & TN - .‘33%

i

RE RN ‘ E‘ il

N

* EBITDA is defined as earmngs before the taklng Ef f any deductlons in respect of interest, taxes and amorhzatlon EBITDA

a measure of CFM's earnings avallable to provide for these costs. EBITDA has been determmed by taking net income

for the period from the Consolidated Statement of Operations arid adding to it interest expense, amomzation and income
taxes which are disclosed as, individual line items within the Consolidated Statement of Operations. Please refer to the
EBITDA section of the MD&A in this interim report for a detailed calculation of EBITDA. ’

Net debt is defined as debt (current and Iong -term portion), plus bank indebtedness less cash. This measure is widely
accepted by the financial markets as a measure of credit availability.

EBITDA, EBITDA margin and net debt are not recognized measures for financial statement presentation under Canadian
generally accepted accounting principles {("GAAP"). Non-GAAP measures (such as EBITDA and net debt) do not have any
standardized meaning and are therefore unlikely to be comparable to similar measures presented by other issuers.
Investors are encouraged to consider these financial measures in the context of GFM's GAAP results, as provided in the
attached financial statements.




~ from the chairman

CFM accelerated its development as a diversified home products company
in the third quarter of fiscal 2002, while posting new records for sales, cash
flow and earnings.

Consolidated sales for the quarter were a record $152.5 million and 75% above
the third quarter of 2001. N

Sales of hearth and heating products reached a record $83.9 million, an increase
of 7% from the prior year. Continuing double-digit growth in hearth products
was offset by a reduction in space heating sales as retailers deferred purchases
until closer to the planned time of sale in the fall season.

Sales of barbeque and other products reached $68.6 million during the quarter,
an increase of $60.3 million. This quantum leap is the result of brisk demand
for our new mass merchant barbeque grills, and growing sales of barbeque
accessories, through our newly formed CFM Keanall operations. Revenues also
included sales of The Great Outdoors Grill Company from May 30, 2002 (the
date of the company’s acquisition by CFM) to the end of the third quarter.

The acquisition of Great Outdoors has given us immediate expertise in mid-range
cast aluminum manufacturing, enables us to meet the full-line requirements

of our customers and significantly strengthens our platform for growth in the
‘barbeque business.

In July, we were pleased to welcome Mr. J. Dav1d Wood, who joined CFM as
Vice President and Chief Financial Officer. An experienced financial executive
with a strong manufacturmg background, Mr. Wood has been a welcome
addition to the senior management team.

At the same time, CFM continued to strengthen the Board of Directors. In July,
we were pleased to welcome Mr. David Colcleugh, Chairman, President and
Chief Executive Officer of DuPont Canada Inc. and Mr. Paul Houston, President
and Chief Executive Officer of Alderwoods Group Inc. Mr. Carlo De Pellegrin,
a director of CFM since 1994, was elected as Lead Director.

Also during the quarter, CFM relocated its head office in July to a new facility
at 460 Admiral Boulevard in Mississauga, Ontario.

Looking ahead, we remain confident that the best is yet to come. CFM is an
established leader in its core hearth business, which, thanks to continuing
innovation and growing market share, offers the prospect of healthy growth for
some time to come. Augmenting this performance is an expanding line of barbeque
grills and accessories that has rapidly gained acceptance with retailers and
consumers in a very competitive market. In each of our product lines, we see

- abundant opportunity for growth and diversification through continuing product
development and by expanding our relationships with retail partners. We believe
that our strategy is working and look forward to reporting our progress.

Colin Adamson (signed)
Chairman and Chief Executive Officer

CFM Q3 |1
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management’s discussion
and analysis

INTRODUCTION

The following management’s discussion and analysis (“MD&A”) provides a review of
important events, results of operations and the financial position of CFM Corporation
(“CFM?”) for the quarter and nine months ended June 29, 2002, compared to the
corresponding periods of the preceding financial year.

CFM operates in one business segment, home products, which includes the development,
manufacture and sale of fireplaces, hearth related products and barbeques and related
accessories. CFM is subject to a number of the usual risks associated with a durable
consumer products industry. Demand for these products is affected by the general state

of the economy, demographics, the level of housing starts, consumer spending on home
renovations and remodelling, weather, the seasonality of the demand for CFM’s products,
the seasonal buying patterns of major customers, industry capacity and competition.

This MD&A contains forward-looking statements. These forward-looking statements,

by their nature, necessarily involve risks and uncertainties that could cause actual results

to differ materially from those contemplated by these forward-looking statements. Such risks
and uncertainties, include, without limitation: general economic conditions; demographics;
consumer confidence and the level of housing starts; war and acts of terrorism; CFMs
ability to develop new products; patent protection; weather; the seasonality of the demand
for CFM’s products; the seasonal buying patterns of major customers; the availability of
CFM’s manufacturing capacity to respond to seasonal demand; industry capacity; product
liability; relationships with certain significant customers, suppliers and employees;
availability of gas and gas prices; mass merchant consolidation credit and collections;
supply and cost of raw materials; purchased parts and labour; costs of certain employee
benefits; the inability to increase selling prices as costs increase; competition; foreign
currency fluctuations; and government regulation. CFM considers the assumptions on
which these forward-looking statements are based to be reasonable at the time they were
prepared, but cautions the reader that these assumptions regarding future events, many

of which are beyond the control of CFM, may ultimately prove to be incorrect.

THIRD QUARTER ENDED JUNE 29, 2002
RESULTS OF OPERATIONS

CFM’s consolidated sales increased 75% to $152.5 million in the quarter ended June 29,
2002, compared to $86.9 million in the prior year.

Sales by product category in the quarter were as follows:

3 months ended 3 months ended

June 29, 2002 June 30, 2001

(in millions of dollars) $ $
Hearth and heating products 83.9 78.6
Barbeque and outdoor products 68.6 8.3
152.5 86.9
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Sales of hearth and heating products were $83.9 million in the quarter, an increase of 7%
from the prior year. Within this product category, hearth products generated double digit
growth. This growth was offset by a reduction in space heating product sales due to the
deferral of mass merchant purchasing until closer to the planned time of sale by the
retailer in the fall season.

Sales of barbeque and outdoor products were $68.6 million in the quarter, an increase of
$60.3 million from the prior year. The significant increase is a result of sales of CFM’s new
mass merchant barbeque grills and barbeque accessories through CFM Keanall’s operations.
As previously announced, CFM Keanall was formed as a barbeque division in January 2002
by combining the newly acquired Keanall Holdings Limited (“Keanall”) with the
commencement of commercial production in our barbeque grill manufacturing plant. Also
as previously announced, CFM acquired The Great Outdoors Grill Company (“TGO”) on
May 30, 2002. TGO revenues from the date of acquisition are included in revenue reported
for the quarter ended June 29, 2002. This sales growth in barbeque and outdoor products
occurred in spite of a reduction in garden product sales early in the quarter due to weather
conditions and a challenging retail environment for early spring products.

Gross Profit

Gross profit increased to $39.1 million from $27.2 million in the prior year, an increase
of $11.9 million. As a percentage of sales, gross profit declined to 25.7% from 31.3%
in the previous year.

Gross margin in the quarter was heavily impacted by initial season barbeque manufacturing
costs related to barbeque appliances shipped in the quarter. Shipments in the quarter
included barbeque inventory manufactured in the second and third quarters. Barbeque
appliance margins in this start-up year were impacted by costs associated with short-term
inefficient raw material usage and component sourcing, subcontracted metal forming
and inefficient labour and operations costs following commencement of commercial
operations of the facility in January 2002.

Selling, Administrative, Research and Development Expenses

Operating expenses for the quarter increased $6.6 million or 39% to $23.4 million
reflecting the consolidation for the first time of Keanall expenses. As a percentage of sales,
expenses declined to 15.3% from 19.3% in the previous quarter reflecting the impact of
additional sales of barbeque product without a proportionate increase in selling,
administrative and other support costs.

EBITDA

Earnings before interest, taxes, and amortization (“EBITDA™) were $15.8 million,
up $5.4 million from the prior year of $10.4 million. EBITDA margins declined

to 10.4% from 12.0% in the prior year due to lower third quarter margins. The following
is a reconciliation of EBITDA to CFM’s net income for the period:
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managements discussion
and analysis

EBITDA for the quarter has been determined as follows:

For the 3 months ended For the 3 months ended

June 29, 2002 June 30, 2001
(in millions of dollars) $ $
Net income for the period 7.3 3.4
Amortization 3.5 2.6
Interest income — (0.1)
Interest expense 2.2 2.0
Income taxes 2.8 1.3
Amortization of goodwill {(net of tax) —_— 1.2
EBITDA 15.8 10.4

Net Interest Expense

Net interest expense of $2.2 million was up slightly by $0.2 million from the prior year
as a result of higher debt levels offset by lower interest rates.

Net Income

Net income for the quarter was $7.3 million versus $3.4 million in the previous year.

In accordance with the Canadian Institute of Chartered Accountants (“CICA”) new
accounting recommendation for Business Combinations, Goodwill and Other Intangible
Assets, goodwill is no longer amortized. Net income was $4.6 million in the prior year
after giving retroactive effect of $1.2 million to the accounting policy change concerning
the amortization of goodwill.

Earnings Per Share

Earnings per share (“EPS”) have increased by $0.09 to $0.18 or 100% from $0.09 last year.
On a comparative basis, EPS increased by $0.06 to $0.18 or 50% from $0.12 after giving
retroactive effect to the accounting policy change concerning the amortization of
goodwill. Diluted EPS increased to $0.18 from $0.09 in 2001. The weighted average
number of shares increased by 6% to 40,495,000 from the prior year due primarily to the
issuance of 2,526,314 shares on January 2, 2002 for the purchase of Keanall and the
issuance of 195,366 shares on May 30, 2002 for the purchase of TGO. No shares were
repurchased under the Normal Course Issuer Bid in the quarter.

CFM adopted the new CICA recommendation for determining EPS which was applied
retroactively to fiscal 2001. There is no effect on the fiscal 2001 diluted earnings per
share of $0.09 for the quarter.

Acquisition of The Great Outdoors Grill Company (“TG0")

Effective May 30, 2002, CFM acquired all the issued and outstanding shares of TGO of
Joplin, Missouri. TGO is a North American manufacturer and distributor of quality cast
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aluminum barbeques. CFM satisfied the purchase price with a combination of a cash
payment of $14.7 million and the issuance of 195,366 common shares of CFM valued at
$3.1 million. Additional contingent consideration not to exceed US$12.3 million in the
form of a non-interest bearing promissory note will be paid if TGO achieves an earnings
target for the 2003 fiscal year. The promissory note will be repayable in equal installments
over a two-year period commencing on January 2, 2004. The results of the operations

of TGO from the date of acquisition are included in CFM’s consolidated statement of
operations for the quarter ended June 29, 2002.

Acquisition of Keanall Holdings Limited (“Keanall”)

Effective January 2, 2002, CFM acquired all the issued and outstanding shares of
Keanall of Mississauga, Ontario from Keanall’s shareholders. Keanall is a leading
manufacturer and distributor of quality after-market gas grill products. Under the
terms of the transaction, CFM satisfied the purchase price with a combination of

a cash payment of $10 million, the issuance of a $30 million face value non-interest
bearing note repayable monthly over 24 months commencing February 1, 2002, and
a further $30.4 million, paid by the issuance of 2,526,314 common shares of CFM.
In the quarter ended June 29, 2002, the purchase accounting was finalized resulting
in the adjustment to goodwill reported last quarter in the amount of $6.1 million.
The adjustment resulted from the fair market valuation of the shares issued, the
discounting of the non-interest bearing note and final purchase adjustments. The
results of the operations of Keanall are included in CEM’s consolidated statement
of operations for the quarter.

FINANCIAL POSITION, LIQUIDITY AND CAPITAL BESOURCES

Accounts receivable increased by $32.5 million over the prior year due mainly to the
addition of Keanall and TGO accounts receivable. Sales of the newly introduced mass
merchant barbeques also contributed to the year-over-year increase.

Investment in inventory increased by $40.1 million over the prior year due to the
addition of Keanall and TGO inventory as well as the initial end of season inventories
of mass merchant grills and raw material and work in process inventories required
for CFM’s new barbeque manufacturing operation. The mass merchant grill offering
has been successful with consumers, contributing significantly to CFM’s sales growth
in the quarter. Initial year market penetration uncertainty, product mix variability
and customer on-time fulfillment demands have led to higher finished grill
inventories. Fireplace inventory levels grew as a result of the demand expectation

for the fourth quarter and the pre-season build-up for the fireplace season.

Other assets increased by $2.9 million over the prior year to $7.1 million with the
barbeque facility start-up costs accounting for the majority of the increase. Total
pre-commercialization start-up costs for the new barbeque manufacturing facility
capitalized during the nine-month period were $2.0 million and $4.2 million
since inception with no additions in the quarter. The facility achieved commercial
production quality and output levels at the beginning of January 2002. Amortization
of the start-up costs for the quarter ending June 29, 2002 was $0.2 million.
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management’s discussion
and analysis

Shareholders’ equity increased by $66.4 million or 26% to $318.1 million over the prior

year with net book value per share increasing to $7.83, up 19% from $6.60 in 2001. Net

earnings for the twelve months ending June 29, 2002 added $40.6 million to shareholders’
equity. The purchase and cancellation of common shares under the Normal Course Issuer
Bid decreased shareholders’ equity by $2.3 million for the twelve months ended June 29,
2002. A $0.8 million decrease in cumulative currency translation adjustment was due

to the weakening of the U.S. dollar against the Canadian dollar from June 30, 2001.

Cash Flow

During the quarter, CFM generated $9.2 million in cash flow from operations, an increase
of $17.2 million from the prior year due primarily to a lower increase in working capital
in the quarter ended June 29, 2002 compared to the quarter ended June 30, 2001. A portion
of the seasonal ramp-up in barbeque account receivables and inventory experienced in the
second quarter was converted to cash in this quarter which contributed to the change in
working capital for the quarter ended June 29, 2002.

Cash flows used in investing activities in the quarter were $26.4 million. Cash outflows for
acquisitions included $14.7 million for TGO, $3.8 million for Keanall non-interest bearing
note payments and $2.7 million for the purchase of a British hearth fireplace business.
Capital expenditures include tooling additions to accommodate increased production of
electric fireplaces and an ERP system implementation for the newly created CFM Keanall
operation. The ERP system cost is estimated at $6.0 million with full site rollout expected
by the spring of 2003.

CFM’s net debt increased by $21 million in the quarter to $195.6 million in order to fund
operating activities, capital expenditures and the acquisition of TGO. CFM is capitalized
with net bank debt to total equity of 54%, consistent with the prior year.

NINE MONTHS ENDED JUNE 29, 2002
RESULTS OF OPERATIONS

CFM’s consolidated sales increased 45% to a record $393.3 million for the nine months
ended June 29, 2002, compared to $271.6 million in the prior year.

Sales by product category in the quarter were as follows:

9 months ended 9 months ended

June 29, 2002 June 30, 2001

(in millions of dollars) $ $
Hearth and heating products 279.9 253.9
Barbeque and outdoor products 113.4 17.7
393.3 271.6
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On a year-to-date basis, sales in the hearth and heating products category were
$279.9 million, an increase of 10% from the prior year. This is attributable primarily
to market share gains in hearth products.

Sales of barbeque and outdoor products increased $95.7 million from the prior year.
This significant increase is attributable to the incremental sales associated with the initial
mass merchant barbeque program and the Keanall and TGO acquisitions.

Gross Profit

Gross profit increased by $28.5 million or 31% from the prior year to $119.5 million. As a
percentage of sales, gross profit declined to 30.4% from 33.5% in the previous year.

The decrease is primarily attributable to the factors outlined for the third quarter results
as discussed above, as well as the second quarter impact of initial barbeque manufacturing
cost inefficiencies and higher sales growth in the lower-margin, new-home segment of the
hearth market.

Selling, Administrative, Research and Development Expenses

Operating expenses for the nine months increased $17.2 million or 36% to $65.1 million.
The incremental increase in expenses relates primarily to the addition of Keanall

and TGO. As a percentage of sales, expenses were down to 16.5% from 17.6% in the
prior year, reflecting the impact of additional sales of barbeque product without

a proportionate increase in selling, administrative and other support costs.

EBITDA

EBITDA was $54.4 million, up $11.3 million from the prior year of $43.1 million. EBITDA
margins declined to 13.8% from 15.9% in 2001. The decline is primarily due to the impact
of lower overall gross margins. The following is a reconciliation of EBITDA to CFM’s net
income for the period:

EBITDA on a year-to-date basis is determined as follows:

For the 9 months ended For the 9 months ended

June 29, 2002 June 30, 2001
(in millions of dollars) $ $
Net income for the period 27.5 18.3
Amortization 9.8 7.7
Interest income (0.2) (0.5)
Interest expense 5.2 6.1
Income taxes 12.1 7.9
Amortization of goodwill (net of tax) — 3.6
EBITDA 54.4 43.1

Net Interest Expense

Net interest expense of $5.0 million was down $0.6 million from the prior year as a result
of lower interest rates.
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management’s discussion
and analysis

Net Income

Net income for the nine months ended June 29, 2002 was $27.5 million versus
$18.3 million in the previous year.

In accordance with the CICAs new accounting recommendation for Business Combinations,
Goodwill and Other Intangible Assets, goodwill is no longer amortized. Net income

was $21.8 million in the prior year after giving retroactive effect of $3.6 million to the
accounting policy change concerning the amortization of goodwill.

Earnings Per Share

EPS have increased by 46% to $0.70 compared to $0.48 last year. On a comparative
basis, EPS increased by $0.13 to $0.70 or 23% from $0.57 after giving retroactive effect
to the accounting policy change concerning the amortization of goodwill. Diluted
earnings per share increased to $0.68 from $0.47 in 2001. Net income in the period rose
51% and the weighted average number of shares increased by 3% to 39,561,000 from
the prior year as a result of the shares issued in the acquisitions of Keanall and TGO.

CFM adopted the new CICA recommendation for determining EPS which was
applied retroactively to fiscal 2001. The 2001 diluted EPS decreased by $.01 for the
nine-month period.

FINANCIAL POSITION, LIQUIDITY AND CAPITAL RESOURCES

Accounts receivable were down $16.4 million from September 29, 2001 reflecting our
normal seasonal hearth and heating products sales peak in the fourth quarter and higher
than average receivables collection in the first nine months of 2002. This decline was
offset by the additional accounts receivable acquired with the acquisition of Keanall and
TGO and incremental receivables from the initial season of mass merchant barbeque sales.

Investment in inventory increased $43.7 million from September 29, 2001 due mainly to
finished barbeque grill inventory, raw material and work in process inventories required
for the new barbeque manufacturing operation and the addition of the incremental
inventory of Keanall and TGO. Initial year market penetration uncertainty, product mix
variability and customer on-time fulfillment demands have led to higher finished grill
inventories. Fireplace inventory levels grew as a result of the demand expectation for
the fourth quarter and the pre-season build-up for the fireplace season.

With the objective of maximizing return of capital employed, CFM repurchased and
cancelled 139,400 common shares at an average price of $8.03 per share during the
nine-month period for $1.1 million. CFM renewed its Normal Course Issuer Bid under
which it can repurchase up to 2,800,000 additional common shares by October 2, 2002.

The decrease of $15.1 million in the cumulative currency translation adjustment was due
to the weakening of the U.S. dollar against the Canadian dollar from September 29, 2001.
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Cash Flow

During the nine months ended June 29, 2002, CFM generated $45.7 million in cash
flow from operations, a $9.0 million or 25% increase from the $36.7 million generated
in 2001 with the increase due primarily to higher earnings.

Cash outflows for acquisitions for the nine months ended June 29, 2002 totalled $33.8
million and included $16.4 for Keanall, $14.7 million for TGO and $2.7 million for
the purchase of a British hearth fireplace business.

Capital expenditures for the nine months totalled $16.5 million with a significant portion
related to our new state-of-the-art barbeque manufacturing facility in Mississauga, Ontario,
plus retooling costs to accommodate the increase in demand for electric fireplaces.

RISKS AND UNCERTAINTIES

CFM is subject to the risks and uncertainties outlined in the Management’s Discussion
and Analysis contained in its fiscal 2001 annual report, which include the general state
of the economy, the levels of housing starts, consumer spending, weather, gas prices,
credit risk, mass merchant consolidation and foreign exchange risk.

In addition to those risks which are outlined in the management’s discussion and analysis
included in the fiscal 2001 annual report, CFM is subject to certain other risks and
uncertainties, including, without limitation: demographics; consumer confidence; war
and acts of terrorism; CFMs ability to develop new products; patent protection; the
seasonality of the demand for CFM’s products; the seasonal buying patterns of major
customers; the availability of CFM’s manufacturing capacity to respond to seasonal
demand; industry capacity; product liability; relationships with certain significant
customers, suppliers and employees; availability of gas; supply and cost of raw materials;
purchased parts and labour; costs of certain employee benefits; the inability to increase
selling prices as costs increase; competition; and government regulation. Theses factors
and other risks and uncertainties are discussed in the reports and disclosure documents
filed by CFM with Canadian and U.S. securities regulatory authorities and commissions.

CFM operates in a seasonal business that is impacted by the buying practices of major
customers. Sales reported in any particular quarterly period are subject to the timing
of order receipt and fulfillment capacity by CFM. The seasonality of customer buying
patterns straddle the reporting periods of the business and have the potential to
significantly affect reported revenues in any particular quarter.

OUTLOOK

CFM expects to continue to achieve earnings and cash flow growth throughout the year.
CFM Corporation continues to be focused on the emerging home products marketplace
through both internal growth and future acquisition.
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CONSOLIDATED INTERIM STATEMENTS
OF FINANCIAL POSITION

ASSETS

Current

Cash and cash equivalents
Accounts receivable
Income taxes recoverable
Inventory

Prepaid and other expenses
Future income taxes

Total current assets

Capital assets, net
Future income taxes
Other assets (note 4)
Goodwill, net (note 5)
Intangible assets (note 5)

LIABILITIES AND SHAREHOLDERS’ EQUITY

Current

Bank indebtedness

Accounts payable and accrued liabilities
Current portion of long-term debt
Current portion of note payable (note 3)
Future income taxes

Total current liabilities

Long-term debt
Note payable (note 3)
Future income taxes

Total liabilities

Minority interest

Shareholders’ equity

Share capital

Retained earnings

Cumulative translation adjustment

Total shareholders’ equity

As at June 29, 2002, June 30, 2001 & September 29, 2001

(in thousands of dollars, unaudited)

(Thousands of common shares and options)

Comman shares issued and outstanding
Stock options outstanding
Stock options exercisable

See accompanying notes

10| cFma3

June 29 June 30 Sept 29
2002 2001 2001
$ $ $
3,431 8,643 4,266
106,204 73,671 122,592
5,487 11,093 8,421
123,427 83,353 79,693
2,942 3,837 1,985
7,471 8,287 6,447
248,962 188,884 223,404
110,564 84,640 94,124
1,032 352 630
7,148 4,286 5,501
227,032 168,431 172,051
7,907 6,144 6,319
602,645 452,737 502,029
3,262 8,215 10,976
60,636 37,849 49,900
15,992 15,109 16,009
14,644
3,227 193 231
97,761 61,366 77,116
156,435 121,732 128,513
8,688
21,559 17,708 18,644
284,443 200,806 224,273
14 153 144
161,619 128,963 128,545
142,535 107,966 119,942
14,034 14,849 29,125
318,188 251,778 277,612
602,645 452,737 502,029
40,625 38,163 38,036
2,357 2,425 3,329
57 146 380



CONSOLIDATED INTERIM STATEMENTS
OF OPERATIONS AND RETAINED EARNINGS

(in thousands of dollars except earnings per share, unaudited)

For the three months ended

Sales
Cost of sales

Gross profit

Expenses

Selling and administrative,
research and development

Amortization

Interest income

Interest expense

Income before income taxes and
amortization of goodwill
Income taxes

Income before amortization
of goodwill
Amortization of goodwill' {note 5)

Net income far the period

Retained earnings, beginning
of period

Options repurchased

Premium on repurchased
common shares

Goodwill impairment (note 5)

Retained earnings,
end of period

Earnings per share before
amortization of
goodwill (note 5 and 6)

Earnings per share (note 5 and 6)

Diluted earnings
per share (note 5 and 6)

' Net of tax of

See accompanying notes

For the nine months ended

June 29 June 30 June 29 June 30
2002 2001 2002 2001
$ $ $ $
152,457 86,919 393,278 271,572
113,313 598,702 273,813 180,626
39,144 27,217 119,465 90,946
23,387 16,814 65,055 47,835
3,522 2,615 9,814 7,760
(76) (117) (198) (452)
2,229 2,040 5,162 6,055
29,062 21,352 79,833 61,198
10,082 5,865 39,632 29,748
2,783 1,273 12,122 7,928
7,299 4,592 27,510 21,820
_ 1,221 —_ 3,561
7,299 3,371 27,510 18,259
135,554 104,866 119,942 94,465
(318) (201) {2,256) (201)
— (70) (647) (4,557)
— — (2,014) —
142,535 107,966 142,535 107,966
0.18 0.12 0.70 0.57
0.18 0.09 0.70 0.48
0.18 0.09 0.68 0.47
748 1,743
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CONSOLIDATED INTERIM STATEMENTS
OF CASH FLOWS

(in thousands of dollars, unaudited)

For the three months ended

For the nine months ended

June 29 June 30 June 29 June 30
2002 2001 2002 2001
$ $ $ $

Cash flows from operating

activities
Net income for the period 7,299 3,371 27,510 18,259
Add (deduct) items not involving cash

Amortization 3,522 4,403 9,814 12,686

Future income taxes 3,014 6,645 7,700 3,350

Minority Interest (17) (64) (6) (84)

Gain on disposal of capital assets 143 12 136 (175)

Non-cash interest on

Keanall note payable 239 — 239 —

14,200 14,367 45,393 34,036

Change in non-cash

working capital (note 7) (5,042) (22,393) 343 2,704
Cash flows (used in) provided

by operating activities 9,158 (8,026) 45,736 36,740
Cash flows from investing activities
Acquisitions (20,881) (23,363) (33,757) (23,363)
Purchase of capital assets (5,568) (3,162) (16,519) (7,370}
Proceeds on disposal

of capital assets 41 16 57 325
Cash flows used in

investing activities (26,408) (26,509) (50,219) (30,408)
Cash flows from financing activities ‘
Repayment of

non-revolving term facility (3,750) (3,763) (11,280) (11,263)
Revolving term facility, net 25,510 36,871 32,236 9,257
Bank indebtedness (18,795) (1,274) (12,468) (1,230)
Repurchase of common shares —_ (19) (1,119) (9,412)
Options repurchased {507) (201) (3,500) (201)
Issuance of common shares 45 30 76 175
Cash flows provided by

(used in) financing activities 2,503 31,644 3,945 (12,674)
Effect of foreign currency translation

on cash and cash equivalents (195) (493) (297) (1,488)
Net increase (decrease) in

cash during the period (14,942) (3,384) (835) (7,830)
Cash and cash equivalents,

beginning of period 18,373 12,027 4,266 16,473
Cash and cash equivalents,

end of period 3,431 8,643 3,431 8,643
Supplementary cash flow information
Cash taxes paid (428) (1,202) 3,594 10,980
Cash interest paid 1,912 1,829 4,609 5,671

See accompanying notes
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(in thousands of dollars except earnings per share)

1. BASIS OF PRESENTATION

The accompanying unaudited consolidated interim financial statements have been
prepared in accordance with Canadian Generally Accepted Accounting Principles
(“GAAP”). They have been prepared on a basis consistent with the accounting policies
and methods followed in CFM Corporation’s (the “Company”) most recent audited
financial statements except for the change related to the adoption of the Canadian
Institute of Chartered Accountants (“CICA”) recommendation on Business
Combinations, Goodwill and Other Intangible Assets as discussed in note 5. These
unaudited consolidated interim financial statements do not include all of the
information and footnotes required by GAAP for annual financial statements and
therefore should be read in conjunction with the audited consolidated financial
statements and notes included in the Company’s Annual Report for the year ended
September 29, 2001.

2. USE OF ESTIMATES

The preparation of quarterly financial statements in conformity with GAAP requires
management to make estimates and assumptions that affect the amounts reported
in the financial statements and accompanying notes. Management believes that the
estimates utilized in preparing its consolidated quarterly financial statements are
reasonable and prudent; however, actual results could differ from these estimates.

3. ACQUISITIONS
(a) The Great Outdoors Grill Company

Effective May 30, 2002, the Company acquired all the issued and outstanding shares of
The Great Outdoors Grill Company (“TGO”) of Joplin, Missouri. TGO is a North American
manufacturer and distributor of quality cast aluminum barbeques. The Company
satisfied the purchase price by a cash payment of $14,736 and the issuance of
195,366 common shares of the Company valued at $3,102. In accordance with GAAP,
the fair value of CFM shares was $15.88 representing the average market price on the
announcement date. Additional contingent consideration not to exceed US$12,300 in
the form of a non-interest bearing promissory note will be paid if the TGO achieves an
earnings target for the 2003 fiscal year. The promissory note will be repayable in equal
installments over a two-year period commencing on January 2, 2004.

The results of the operations of TGO from the date of acquisition are included in the
Company’s consolidated statement of operations for the quarter ended June 29, 2002.
As at the June 29 balance sheet date, the net assets acquired have been reflected at their
book values. Fair value adjustments, if any, will be recorded in the quarter ended
September 29, 2002. The acquisition was accounted for using the purchase method.
The purchase price allocation is subject to change based on final determination of these
fair value amounts.
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(in thousands of dollars except earnings per share)

The following is a summary of the acquisition representing the book values assigned and
consideration given:

Assets acquired 18,259
Liabilities assumed (13,782)
Goodwill and intangible assets 14,135

18,612

Consideration:

Cash, including purchase costs 15,510
Share capital issued 3,102
18,612

(b) Keanall Holdings Limited

Effective January 2, 2002, the Company acquired all the issued and outstanding shares
of Keanall Holdings Limited (“Keanall”) of Mississauga, Ontario. Keanall is a leading
manufacturer and distributor of quality after-market gas grill products to many of
North America’s largest retailers that serve the recreational and home improvement
market. Under the terms of the transaction, the Company satisfied the purchase price
with a combination of a cash payment of $10,000, the issuance of a $30,000 face
value non-interest bearing note repayable monthly over 24 months with a fair value
of $29,343, and a further $30,366, paid by the issuance of 2,526,314 common shares of
CFM. In accordance with GAAP, the fair value of CFM common shares was $12.02
representing the average market price on the announcement date.

The results of the operations of Keanall from the date of acquisition are included in the
Company’s consolidated statement of operations for the quarter ended June 29, 2002.
The acquisition was accounted for using the purchase method with the purchase price
allocated to net identifiable assets at their fair values.

The following is a summary of the assets purchased:

Assets acquired 36,532
Intangible assets acquired 212
Liabilities assumed (16,436)
Goodwill 50,607

70,915
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Consideration:

Cash, including purchase costs
Unsecured note payable
Share capital issued

It is estimated that goodwill of $15,000 is tax deductible.

(c) Other

11,206
29,343

30,366

70,915

Effective April 9, 2002, the Company acquired substantially all of the net assets of
a British hearth fireplace business for cash consideration, including acquisition costs,

of $2,718.

The following is a summary of the assets purchased:

Assets acquired 799
Intangible assets acquired 1,563
Liabilities assumed (68)
Goodwill 424
2,718
4. OTHER ASSETS
Other assets consist of the following:
As at As at As at
June 29 June 30 Sept 29
2002 2001 2001
$ $ $
Deferred barbeque facility start-up costs 3,403 855 1,792
Deferred development costs 1,449 942 1,867
Deferred financing costs 1,551 1,673 1,499
Other 745 816 343
7,148 4,286 5,501

Amortization of deferred barbeque facility start-up costs in the quarter were $208

(2001 — nil).

Amortization of deferred development costs in the quarter were $308 (2001 - $26). There
were no additions to deferred development costs in the quarter (2001 - $413).
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(in thousands of dollars except earnings per share)

Changes in the carrying amount of deferred barbeque facility start-up costs and deferred
development costs for the nine months ended June 29, 2002 were:

Deferred barbeque Deferred

facility start-up costs development costs

$ $

Balance as at September 29, 2001 1,792 1,867

Additions 2,027

Amortization for nine months (416) (418)

Balance as at June 29, 2002 3,403 1,449
5. GOODWILL AND OTHER INTANGIBLE ASSETS

In 2001, the CICA issued accounting recommendations for Business Combinations,
Goodwill and Other Intangible Assets. Under the new rules, goodwill and certain
intangible assets with a indefinite useful life arising from business combinations
accounted for using the purchase method are no longer amortized, instead, goodwill
will be subjected to an assessment of impairment by applying a fair value based test

on an annual basis. Other Intangible Assets, with finite useful lives, will continue to be
amortized over their useful lives. The Company has adopted the new recommendations
for fiscal year 2002.

Goodwill

In the quarter ended March 30, 2002, the Company completed its transitional fair value
impairment test of goodwill. Using a multiple of historical earnings valuation technique,
it was determined that the carrying value of goodwill for our non-reportable United
Kingdom subsidiary exceeded the fair value. This caused the Company to write down the
value of goodwill associated with its United Kingdom operations to zero. This resulted in
a $2,014 write-down and, in accordance with the transitional rules of implementing this
new standard, has been charged to opening retained earnings.

The original purchase accounting for some of the Company’s acquisitions established
future tax liabilities of $2,752 was credited to goodwill. It has been determined that these
future tax liabilities will not materialize and, as a result, goodwill and future tax liabilities
have been reduced by $2,752.

16 | CFM Q3



Changes in the carrying amount of goodwill for the three months ended June 29, 2002 were:

Balance as at March 30, 2002 213,463
Final fair value adjustments on the purchase of Keanall (Note 3) 6,059
Goodwill acquired on purchase of TGO (Note 3) 14,135
Foreign currency translation (7,049)
Other 424
Balance as at June 29, 2002 227,032

Intangible Assets

As part of the asset purchase of Harris Systems Inc. on November 1, 1997, the Company
purchased a long-term facility operating lease. The market value of the lease exceeded
the present value of the future lease commitments. This leasehold right was recognized
as an asset at the time of the acquisition and has been amortized over the 22-year lease term.

British hearth trademarks were acquired in the period with a fair market value of $1,563.

June 29 June 30 Sept 29

2002 2001 2001
$ $ $

Leasehold rights
Cost 7,384 7,373 7,687
Accumulated amortization 1,566 1,229 1,368
Net book value 5,818 6,144 6,319
Trademarks 1,563 — —
Other 526 — —
7,907 6,144 6,319

Amortization expense of intangible assets for the quarter was $86 (2001 - $86).
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INCENETES

(in thousands of dollars except earnings per share)

The change in policy with respect to the amortization of goodwill is applied prospectively.
The financial statements for the three- and nine-month periods ended June 29, 2002
have been prepared in accordance with the new policy. The financial statements for the
three and nine months ended June 30, 2001 have not been adjusted. The pro forma

impact on the prior period is as follows:

For the three
months ended

June 29 June 30

For the nine
months ended

June 29 June 30

2002 2001 2002 2001

$ $ $ $

Reported net income 7,299 3,371 27,510 18,259
Add back: goodwill amortization —_ 1,221 — 3,561
Adjusted net income 7,299 4,592 27,510 21,820
Basic earnings per share 0.18 0.09 0.70 0.48
Goodwill amortization — 0.03 — 0.09
Adjusted earnings per share 0.18 0.12 0.70 0.57
Diluted earnings per share 0.18 0.09 0.68 0.47
Goodwill amortization - 0.03 — 0.09
Adjusted diluted earnings per share 0.18 0.12 0.68 0.56

6. EARNINGS PER SHARE

In fiscal 2001, the Company had retroactively adopted the new recommendations
for determining earnings per common share issued by the CICA. The prior period
presented has been restated to conform to these recommendations.

Accordingly, basic earnings per share has been determined by dividing net income
by the weighted average number of common shares outstanding during the quarter.

Diluted earnings per share is computed in accordance with the treasury stock method

and is based on the weighted average number of common shares and dilutive

common shares equivalents outstanding. This change has resulted in no change in
basic earnings and diluted earnings per share for the quarter ended June 29, 2001.
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For the three For the nine
months ended months ended
June 29 June 30 June 29 June 30
2002 2001 2002 2001
$ $ $ $
Earnings for period 7,299 3,371 27,510 18,259
Weighted average number of
shares outstanding 40,495 38,161 39,561 38,418
Basic earnings per share 0.18 0.09 0.70 0.48
Diluted earnings per share
Weighted average number of
shares outstanding 40,495 38,161 39,561 38,418
Add: Dilutive effect of stock options 1,124 576 1,000 346
Adjusted Weighted average number
of shares outstanding 41,619 38,737 40,561 38,764
Diluted earnings per share 0.18 0.09 0.68 0.47
7. CHANGES IN NON-CASH WORKING CAPITAL

Cash flow from changes in non-cash working capital consists of the following:

For the three
months ended

For the nine

months ended

June 29 June 30 June 29 June 30
2002 2001 2002 2001
$ $ $ $
Accounts receivable (21,107) (16,498) 30,231 26,632
Inventory 12,778 (4,321) (25,479) (9,239)
Prepaid and other expenses (325) (743) (988) (3,023)
Other assets (9) (430) (3,440) (22)
Accounts payable and accrued liabilities 3,282 4,940 (3,323) (3,110)
Income taxes recoverable 339 (5,341) 3,342 (8,534)
(5,042) (22,393) 343 2,704

8. SEGMENTED INFORMATION

The Company operates in one business segment, home products, which includes the

development, manufacture and sale of fireplaces, hearth and heating related products,

and barbeque and outdoor products. In light of the growth and significance of barbeque
and outdoor products to the overall revenue of CFM, the Company’s revenue has been

disclosed by product category.
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(in thousands of dollars except earnings per share)

The Chief Executive and Operating Officers of CFM review consolidated operating results
to assess the performance of the business. CFM’s business organization structure and
performance measurement systems are not based on product categories.

For the three
months ended

June 29 June 30

2002 2001
$ $

Net external sales
Hearth & heating products 83,946 78,641
Barbeque & outdoor products 68,511 8,278

For the nine
months ended

June 29 June 30
2002 2001
$ $

279,926 253,857
113,352 17,715

152,457 86,919

393,278 271,672

Geographic information:

The Company conducts substantially all of its business activities in North America.
External sales are allocated on the basis of sales to external customers.

Quarterly external sales:

United States Canada Other Total

$ $ $ $

Three months ended June 29, 2002 121,417 26,074 4,966 152,457
Three months ended June 30, 2001 69,169 12,653 5,007 86,919

Year-to-date external sales:

United States Canada Other Total

$ $ $ $

Nine months ended June 29, 2002 314,069 63,758 15,451 393,278
Nine months ended June 30, 2001 219,629 38,288 13,655 271,572

Capital assets, goodwill and intangibles:

United States Canada Other Total

$ $ $ $

As at June 29, 2002 269,438 65,587 10,478 345,503

As at June 30, 2001 224,127 25,381 9,707 259,215
9. COMPARATIVE INTERIM FIGURES

Certain comparative interim figures have been reclassified to conform to the current

interim presentation.
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CFM is a leading vertically integrated manufacturer of home products in

North America and the United Kingdom. GFM designs, develops, manufactures
and distributes a complete line of hearth products, including gas, wood-burning
and electric fireplaces, free-standing stoves, gas logs and hearth accessories,
and maintains an ongoing program of research and development aimed at
continually improving the quality, design, features and efficiency of its products.
CFM also manufactures barbeques, barbeque parts and accessories and
outdoor garden accessories and imports indoor and outdoor space heating
products from South Korea and barbeque parts and products from China.

CFM’s Vision

“To be a leading home products manufacturing company that is
recognized for products of the highest quality and innovativeness
that consistently lead the markets they participate in.

At CFM, we make the products that you value most in your home.”

CORPORATE OFFICE

CFM Corporation

460 Admiral Boulevard
Mississauga, Ontario
Canada L5T 3A3
Telephone: (905) 670-7777
Facsimile: (805) 670-7915

This interim report contains forward looking statements that involve certain risks and uncertainties which
could cause actual results to differ materially from future results expressed or implied by such forward looking
statements. Important factors that could affect these statements include, without limitation, general economic
conditions, demographics, consumer confidence and the level of housing starts, war and acts of terrorism,
CFM’s ability to develop new products, patent protection, weather, the seasonality of the demand for CFM's
praducts, the seasonal buying patlerns of major customers, the availability of CFM’s manufacturing capacity
to respond to seasonal demand, industry capacity, product liability, relationships with certain significant
customers, suppliers and employees, availability of gas and gas prices, mass merchant consolidation, credit
and collections, supply and cost of raw materials, purchased parts and labour, costs of certain employee
benefits, the inability to increase selling prices as casts increase, competition, foreign currency fluctuations
and government regulation. These factors and other risks and uncertainties are discussed in the reports and
disclosure documents filed by CFM with Canadian and U.S. securities reguiatory authorities and commissions.
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