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PROPOSED FINANCING

Armstrong Corporation (“Armstrong” or the “Company”) is pleased to announce that itgas received a

commitment to provide financing to the Company by way of a convertible subordinated debenture in the
amount of $1,500,000 (the “Debenture Financing™) from Linlis Developments Limited (“Linlis) acting
in conjunction with Inglewood Capital Partners Inc. (“Inglewood™).

It is proposed that the proceeds from the Debenture Financing will be used for working capital and
general corporate purposes.

Completion of the Debenture Financing is subject to and conditional upon settlement of the terms and
conditions, legal documentation, approval by the Board of Directors, receipt of all necessary regulatory
approvals, and mutually acceptable amendment of the Company’s current credit agreement with its bank,
including a waiver of historical covenant breaches.

Linlis is a privately owned investment holding company. Inglewood is a leading Toronto based provider
of financial advisory services to mid-market companies contemplating major strategic transactions,
including acquisitions, mergers, divestitures, and financing activities.

Armstrong operates as a leading Canadian manufacturer, packager, and distributor of specialty chemical
products for consumer, institutional and industrial applications, including the sanitation and janitorial
supply markets.

The Company has a total of 17,780,683 common shares issued and outstanding.

For further information, please contact:
Mr. Louis C. Galvao, C.A. T§

e Presidnt. Finaneeand CFO ﬁ”ﬁéi//d//lllﬁﬁ/ljyl//f//,w/m/if/ - PROCCSSE,
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or

Mr. David M. Townley, C.A.
Mr. James M. Molyneux, C.A.

Inglewood Capital Partners Inc. .
701 Evans Avenue, Suite 800 '_ q
Toronto, ON M9C 1A3 '
Tel. No. 416-622-1202 Fax No. 416-626-8650

dtownlevi@mscm.ca
jmolyneyxi@@msem.ca

The TSX Venture Exchange has not reviewed and does not accept responsibility for the adequacy or accuracy of this
press release.
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REPORT TOSHAREHOLDERS

Anmmstrong Corporation (“Armstrong” or the “Company”) is pleased to report its interim consolldated financial results and financial position for the three and six
month periods ended June 30, 2002. . . \

MANAGEMENT'S DISCUSSIONAND ANALYSIS "

This interim Management Discussion and Analysis (MD&A) should be read in conjunction with the Company's 2001 Annual MD&A which forms parj of the
Company's 2001 Annual Report. . i

FINANCIALRESULTS

For the three month period ended June 30, 2002, sales revenue decreased by $915,608, or 12%, to $6,738,584 compared to sales of $7,654,192 for the same
period in 2001. The decrease in sales revenues is attributable to a combination of continued product and customer rationalization. For the six months ended June
30, 2002, sales decreased by $2,759,901 or 17%, 10 $13,176,431 compared to $15,936,332 for the same periodin 2001. As described in the first quarter of 2002,
this decreasein salesis attributable toboth the prior year's decision to eliminate the automotive fluid line of products, for which sales were traditionally the highest in
the first quarter, and the aggressive product rationalization that has continued since thetast quarter of 2001. If the automotive fluid revenues are excluded fromthe

comparative period sales figures, approximately $1,470,000, the decrease in sales was 9%.

The Company's gross margin for the three months ended June 30, 2002, decreased to 9.2% compared to 14.7% for the same period in2001. Adecreaée of 5.5% s
a result of a one time recognition of inventory obsolescence and production yield variances. For the six month period ended June 30,2002, the gross margin

improved to 13.2% compared to 12.9% for the same period in 2001, a result of cost reductions of manufacturing/warehousing overhead costs coupled with a sales -

focus tothe marketing and promotion of higher margin items.

Selling and administrative expenses for the three month period ended June 30, 2002 decreased by $46,028, or 5.2%, to $836,814 compared to $882,842, for the
same period in 2001. For the six months ended June 30, 2002, these same costs decreased by $89,375, or 5.2%, to $1,624,043 compared to $1,713,418 forthe
same pen’od in 2001. As aresult of the reduction in sales, selling and administrative expenses increased as a percentage of sales to 12.4% and 12.3% forthe three
and six month periods ended June 30, 2002 respectively, compared to 11.5% and 10.8% for the same periods in 2001. The Company continues to review and
control general overhead costs with a view of streamlining processes and increasing efficiencies while at the same time ensuring the marketing and promotion of
new innovative product lines.

Interest costs decreased by $23,074, or 22%, and $64,193, or 28%, for the three and sixmonth periods ended June 30, 2002 respectively, compared to the same
periods in 2001. The decrease ininterest costs is primarily a result of reductions in the prime lending rate compared to the prior year.

Eamings before interest, tax, depreciation and amortization (EBITDA) decreased by $432,626 to ($119,406) for the three month period ended June 30, 2002 ‘

compared to $313,220in 2001. For the six month period ended June 30, 2002, EBITDAdecreased by $247,389t0 $316,838 compared to $564,227 for the same
period in 2001. The Company has reported losses before income taxes of ($297,665) for the quarter, compared toincome of $137,103 for the same period in 2001.
Forthe six month period ended June 30, 2002, loss before taxes was ($38,7 14) compared toincome of $120,552 in 2001. Net loss for the quarter was ($390,139) or
($0.022) per share, compared toincome of $35,103, or $0.002 per share in 2001. Net loss for the six month periodwas ($229,188),0r ($0.013) per share compared
toanet loss of ($19,448), or ($0.001) per share, in 2001.

LIQUIDITY AND CASHRESOURCES

Forthe second guarter of 2002 cash flow from operations was $77,370 compared to cash flow used in operations of $255,835 for the same quarterin 2001. Forthe
sixmonth period ended June 30, 2002, cash flowused in operations increased by $310,174 to $557,101, compared with $246,927 forthe same period in 2001. The
increase in cash flow used in operations continues to be a function of the decrease in sales generated in the last quarter of 2001 and the requirementto fund the
relatedincrease inreceivables and inventory in the first two quarters of 2002, combined with a higher netlossin 2002.

During the second quarter of 2002, the Company invested $95,712 in capital assets and paid $13,151 on behalf of an affiliated company. The Company also paid
down term debt of $101,264 and $11,873 in capital lease obligations. These investing and finanding activiies were financed primarily through an increase in the
bank operating line of $144,630. The maximum draw available under the operating line is $6.0 million subjectto an available borrowing base of accounts receivable
and inventory. The Company continues to utilize the maximum availability for its needs. The Company continues to be in default of its banking covenants. The
Company is currently in negotiation with its lender and expects to be in compliance with revised covenants subsequent to the proposed raising of additional
financing monies as described below.

The previously reported private placementfor gross proceeds of $2.5 million through the issuan ce of common shares did not occur as expected on orabout May 31,
2002. The Company is negotiating with private investors in securing additional debt and or equity financing with anticipated gross proceeds of up to $1.5 million. It is
proposed thatthe proceeds of the private placement will be used for both working capital and general corporate purposes.

RISKSANDUNCERTAINTIES

There have not been any significant changes during the first quarter of 2002 in the risks and uncertainties to the business from those disclosed in the 2001
Management's Discussion and Analysis document.

OUTLOOK )

The Company will continue to face challenges inthe second half of the year as it continues to evolve and refocus its efforts under a new overhead structure, having
consolidated the operations from three facilities to two. Management will continue to focus its efforts towards cost reductions and reorganization of operations to
ensureprofitability as it anticipates sales revenues tobe flat for the balance of fiscal 2002.

The Company is encouraged with the interest it has had from a number of private investors in the raising of additional financing monies and the response fromits

- recenttaunch of two new product lines, FrontRunner and MarketMaster. The Company will continue to increase its marketing and sales efforts towards higher

margin products as well as increasing contract manufacturing revenues to aid in reducingits current excess capacity.

As the Company continues to evolve, both extemally and intemally, with the continued support of our employees, customers, vendors and shareholders,
management continues to be confident that the refocused strategy and the changes that are taking place will lead to continued progress, profitability and
shareholder value.

W. David Armstrong
President and Chief Executive Officer

August 21,2002 : 2
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ARMSTRONG CORPORATION
Consolidated Statements of Income and Retamed Earnmgs

" {Unaudited) Three months ended June 30 _____Six months ended June 30
: : * 2002 2001 2002 2001 » *
: Sales © ' . $6,738584 $7654192 $13,176,431 $ 15,936,332
. g S
n Cost of sales , 6,115,829 6,527,567 11,429 642 13,876,709
. ) 622,755 . 1,126,625 1,746,789 : 2,059,623
: Expenses: . : .
Administrative and selling 836,814 . 882,842 .. 1,624,043 1,713,418
Interest 83,606 o 106,680 161,460 225,653
920,420 : 989,522 1,785,503 : - 1,939,071
Earnings (loss) before income taxes (297,665) 137,103 : (38,714) 120,552
Future income taxes 92,474 3 102,000 190,474 : 140,000
Net income (loss) for the period - S (390,139) 35103 . . . (229188) (19,448) .
* Retained earnings, beginning of period i ) 552,037 1210985 391,086 1,265,536
- Retained earnings, end of period $ 161,898 $ 1,246,088 $ 161,898 $ 1,246,088

Earnings (loss) per share: . ' ' ‘
Basic E : $  (0.022) $ 0.002 $  (0.013) $ (0.001)
Fully diluted : 3 s $ (0.022) S8 0.002 '$ 7 (0.013) $ (0.001)

See accompanying notes to consolidated financial stateménts.

ARMSTRONG CORPORATION
Consolidated Statements of Cash Flows , .
u.m:mmm Three months ended June 30 _ i :
C 2002 : 2001 C 112002 2001
Cash flow from {used in):
Operating activities: :
Net income for the period S $ (390,139) . $ 35103 $  (229,188) | $ (19,448)
ltems not involving cash: )
Amortization ) . 94,653 . 107,011 . 194,002 218,022
‘Future income taxes ‘ 92,474 ‘ 102,000 190,474 - 140,000
Net change in non-cash operating worklng capital 280,382 } (499,949) (712,479) (585,501)
77,370 (255,835) (557,101) (246,927)
; Investing activities:
j Purchase of capital assets (95,712) (56,800) (174,868) - - (273,611)
{Increase) decrease in due from affiliate {13,151) - (26,242) 442,256
i (108,863) (56,800) (201,110) 168,645
Financing activities: ’ )
Bank indebtedness-net 144,630 267,483 966,344 77,849
i Repayment of capital lease obligations : . (11,873) (4,848) (22,510) (8,567)
: Increase in long term debt - 110,000 - 110,000
i Payments of long term debt (101,264) (60,000) (185,623) (100,000)
| 31,493 312,635 758,211 78,282
: Cash, end of period $ - $ - $ - $ -
Cash used to pay interest $ 83,606 $ 106,680 $ 161,460 $ 225653

See accompanying notes to consolidated financial statements.




-ARMSTRONG CORPORAT ON
Consol!dated Balance Sheets &

Assets
Current assets: R .
Accounts receivable ‘$ 3,421,045
Inventories : 3,328,183
Future income tax benefits 295,257
468,997

2,472,772
3.597.148
658,160
294,208

Prepaids and deposits
. 7,513,482

60,888
1,213,894
3,083,246

Due from affiliate )
Future income tax benefits

Capital assets

7.022.288

34,646
1,041,465
3,102,470

$ 11.871,510

$ 11,200,869

Liablilities and Shareholders’ Equlty

Current liabilities:
Bank indebtedness s $ 4,656,629
Accounts payable and o

accrued liabilities
Current portion of long term debt

3.829,594
1,095,035
40,000

3,690,285

3,687,976
1,280,658
44,190

Current portion of capital leases
- 9,621,258

8,703,109

Due to officers 313,885 313.885
Capital lease obligations 111,809 130,129
] 425 694 444.014
Shareholders” equity:
Capital stock ) 1,662,660 1,662,660
Retained earmmings 161,898 391,086

1,824,558

2,053,746

$ 11,871,510

$ 11.200.869

Supplementary financial lnformatlon.
Issued and outstanding
common shares
Total vested and exercisable
stock options

17,780,683

923,000

17.780,683

939,000

See accompanying notes to consolidated financial statements.




ARMSTRONG CORPORATION
Notes to Consolidated Financial Statements .
For the six months endecctiJune 30, 2002 (unaudited)

1. Basis of présentation:

These interim consolidated financial statements have been
prepared in accordance with Canadian generally accepted
accounting principles and include the Company’'s wholly
owned inactive subsidiary. These interim consolidated .
financial statements should be read in conjunction with the
Consolidated Financial Statements for the year ended
December 31, 2001.

These financial statements have been prepared on a going
concern basis in accordance with Canadian generally
accepted accounting practices. The going concem basis of
presentation assumes that the Company will continue in
operation for the foreseeable future and will be able to
realize its assets and discharge its liabilities and
commitments in the normal course of business.

The Company continues to be in violation of its debt
covenants. Accordingly, the entire amount of the bank

loans have been classified as a current liability as at

June 30, 2002 due to the bank’'s ability to accelerate
Payment The ability of the Company to continue as a going
concern and to realize the carrying value of its assets and
discharge its liabilities when due is dependent on its ability to
obtain financing from shareholders, investors and lenders
and to a achieve profitable operating results and positive

cash flows.

The Company continues to negotiate additional financing
with private investors for anticipated gross proceeds of
$1.5 million. Management believes that with the additional
financing, the banking facility will be successfully
renegotiated and the Company will be in full compliance
with its debt covenants.

2. Significantaccounting policies:

The Company’'s accounting principles remain unchanged
from the most recent fiscal year ended December 31, 2001,
except as noted below. For details please refer to Note 2 of
the Company’'s 2001 Annual Report.

Effective January 1, 2002, the Company has adopted the
new Canadian Institute of Chartered Accountants Handbook
Section 3870, “Stock-based compensation and other stock-
based payments™. During the second quarter of 2002 there
was no stock-based compensation issued by the Company.
During the period 16,000 employee stock options expired.







